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Disruptions in the port industry, how to keep trading
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“Should you find yourself in a chronically leaking
boat, energy devoted to changing vessels is likely
to be more productive than energy devoted to
patching leaks.”

- Warren Buffett



Today’s talking points

WHAT

Do we keep our ports trading in the face of disruption
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Ports are key to global wellbeing

1400-1700s tradehubs were Until the 1800s state owned The first industrial revolution The world wars Modern globalization
used as literal lifeline for the enterprises were used as led to a boom in productivity showcased the triggered the renewal of
city and basis for military extensions of the state foreign  and industry in the port areas importance of sea usage of State-owned
might policy, focused on wealth increasing the importance for bound assets in defense enterprises and globe
generation employment and welfare of critical supply chains spanning operations
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UNFORTUNATELY MANY TYPES OF DISRUPTIONS ARE POSSIBLE IN THE FUTURE

More frequent - - Less frequent - Not occurred

® Meteor strike o Supervolcano
Extreme pandemic
® Solar storm ® pPandemic
o i . .
Extereme terrorism Global military conlict ®

Systematic cyber attack
® Financial crisis
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g Major geophisical event (earthquake)

© Accyte climate event (Hurricane)

'é Terrorism

'§ Trade dispute (US-China)
E Man made disaster (explosion) ® Regulation (ff55) e

Z

Local military conflict
® Climate event (flood)
Cyber attack ldeosyncratic (dirtybomb)
Counterfeit
Theft

None Days WEES Months/years
Ability to anticipate

Source: MTBS analysis based on Mckinsey
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Often operational
mitigating actions

Operational risk
prevention plans
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SOME OF WHICH ARE CURRENTLY ONGOING OR RECENTLY HAPPENED

More frequent - - Less frequent - Not occurred

The “once in a generation events”
Accute climate event (Hurricane) Extreme pandemic
Major geophisical event (earthquake) Pandemic
Terrorism Financial crisis
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i Man made disaster (explosion) Trade dispute (US-China)
O_ Cyber attack Regulation (ff55)
Counterfeit Local military conflict
Theft Climate event (flood)
None Days WEES Months/years
Ability to anticipate O

Source: MTBS analysis based on Mckinsey

Often considered black
swans

Hard to plan for

Often operational
mitigating actions

Can actively be managed by
strategy

Can actively be managed by
strategy
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THE “TREND DRIVEN DISRUPTIONS"...

MACRO DEVELOPMENTS AFFECTING PORTS GLOBAL PORT INDUSTRY TRENDS

W@

SHIFTING GROWTH & CARGO

DEMOGRAPHIC PATTERNS

e High population growth in emerging economies
* Lower productivity in other markets due to aging workforce GROWING STRATEGIC IMPORTANCE

OF PORTS

CHANGES IN AVAILABILITY &

GEO-POLITICAL EXPECTATIONS OF CAPITAL

* Increased geo-political tensions and instability

e Shifting trade patterns INCREASED VERTICAL AND

HORIZONTAL INTEGRATION

INCREASED PRESSURE ON
TECHNOLOGICAL OPERATIONAL EFFICIENCY

* Accelerated technological innovations

* Decreased cost of technology implementation INCREASED FOCUS ON

SUSTAINABILITY

INCREASED EXPENSES OF
ENVIRONMENTAL RESILIENCE

* Accelerated green investments

: INCREASED NUMBER OF POTENTIAL
* Increased demand for green products and services

ACTIVITIES
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..RUN IN TO TYPICAL PORT RELATED “CHALLENGES”

TYPICAL PORT CHALLENGES

Effect of trend ' STRONG RIDGED PPP PRESSURE ON FINANCING
on challenge INTERCONNECTEDNESS STRUCTURES REVENUE AND COST CONSTRAINTS
SHIFTING GROWTH & CARGO . A4
PATTERNS
GROWING STRATEGIC IMPORTANCE ‘ ‘
OF PORTS ‘

CHANGES IN AVAILABILITY &
EXPECTATIONS OF CAPITAL

INCREASED VERTICAL AND ‘
HORIZONTAL INTEGRATION

INCREASED PRESSURE ON
OPERATIONAL EFFICIENCY

INCREASED FOCUS ON a
SUSTAINABILITY

INCREASED EXPENSES OF
RESILIENCE

oeCOoO

ACTIVITIES

@0P0OOO®

INCREASED NUMBER OF POTENTIAL ‘
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STRONG INTERCONNECTEDNESS —> ACTIVE DECOUPLING

Goods trade indicators W oor 1c
Trade intensity, Geographic distance, Geopolitical distance, Import concentration,
percentage point change % change % change % change
2017-923 201317 2017-23 2013—17  2017-23
10 Example credential
MTBS is helping multiple
=] players in the market to

find investment
opportunities closer to
the European main hubs
thanks to it’s in depth

SHORTER TRADE
DISTANCE

MORE
FRIENDSHORING

DIVERSIFIED
TRADE PARTNERS

Germany 3
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RIDGED PPP STRUCTURES -> NEXT GENERATION CONTRACTING

Example credential
MTBS is currently assisting both

the World Bank and multiple
Political Risk

stakeholders in looking a the

future of port consessions
incuing te incusion of]

flexibility and greenports

Contractual Risk
Macroeconomics T

Legal Risks

Direct agreement

PPP contract

Financial Risk
Contractual risk

Financial Risk

Shareholder Financing
agreement agreement
D&C-contract Maintenance contract Ops. contract Offtake agreement

Environmental
Risk

Completion . :
Risk Market Risk (traffic)

Operational Performance Risk

Environmental Risk
Operational Performance Risk
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PRESSURE ON REVENUE AND COST —> OPEX AND CAPEX IMPROVEMENTS

Producer

Seaside

Transport
node

Maritime
transport

Approach
services

Loading/
unloading

Port

Storage

Industrial
processing

Intermodal
transport

Landside

Hinterland
transport
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Cross-functional RFID for
Virtual Intelligent IoT enabled and geographical Platform Big data Smart logistics and
Reality Asset Development remote operations working solutions Analytics grids transportation Robotics RoVs
i
X a0
RFID for Machine to
Commodity Big data logistics and Internet machine Robotics Smart energy Autonomous Collaboration Smart
data analytics Analytics transportation of Things communication management transport tools Cities
Supply chain
Supply Autonomous Predictive Collaboration ] and vendor Single view
analytics transport maintenance tools Robotics Smart metering 3D Printing optimization of stock Demand analytics
® ©
Real-time Supply chain . . .
X . . Intelligent Single view Safety Drones/ A : h
digital resource anq v.end.or Outsourcing Robotics Asset Development of stock Analytics ROVs Pricing analytics Outsourcing
management optimization
Intelligent risk Drones/ Autonomous Mobile Predictive Intelligent risk
and compliance RoVs transport Workforce maintenance and compliance

Note: Non exhaustive Source: Deloitte port advisory
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PRESSURE ON REVENUE AND COST —> OPEX AND CAPEX IMPROVEMENTS

No focus or copy behaviour

m Drivers of sustainability reporting

Europe -

Virtual .
itia Africa

North America -

Reality

Commodit'

data analyti .
Asia - Far East

Australia

100,00%

Real-tim Late adoption driven Value driven
digital resol

manageme I competitive driven [ Regulatory driven
Ny $z&~ T
— Example credential

QIR MTBS is currently assisting multiple terminal operators

nd complic
Sl with efficiencx benchmarkts and CAPEX OPEX reviews

Note: Non exhaustive Source: UeioiLLe port davisory
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Being automated — not smart

Expected Realised

-55

Productivity change OpEx Reduction
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FINANCING CONSTRAINTS —> MNA ACTIVITIES

Infrastructure global deals, # and S

4000 1400
Larger %
3500
m - sea & air 1200
7
3000 A ] o
= ] 1798565 1719:54 §§>v”“ i
3 2500 = 506 =
(@]
2 5000 2355 735528 50 2
5 2083 2115 B S
s 600 —
2 1500 1740—" a
o
* 400
1000
500 200
0 0
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Axis Title

Number of deals Sea & airdeals  ===Deal size ($ million) Example credential

MTBS advised and advises a multitude of
owners on MnA buy and sellside transactions
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SO WHAT IS NEXT?

1. The world can’t do without its ports - for critical infrastructure, gateways to the global economy, hotspots for
industrial activity and hub for energy transition

2. Despite many disruptions the port industry remains afloat — with the exception of COVID no major throughput
drops have been witnessed and where one port may have declined due to disruption another took up the slack

3. The port sector will need to prepare for continued troubled waters — even assuming a steady growth and a
stabilization in monetary policy the costs for preparing the port and shipping industry for increased sustainability
and resilience remain extremely high

4. Port authorities and operators will need to adapt to overcome the inherent industrial challenges— traditional
methods are often not sufficient to counter the more dynamic environment in which the port industry is currently
operating
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MTBS

MTBS is the global market leader in ports and terminals, including logistics centers,
inland ports, free zones, export processing zones, inland waterways, and related
transport industry companies and stakeholders. MTBS expertise: Port strategy,
Business consultancy, Financial advisory & transaction services, PPP advisory

services.

Inform@tMABSRA24fication: General

Prof dr. Indra Vonck

Indra is partner at MTBS, he has a PHD in Maritime economics
(specialisation resilience in seaports, dealing with economies of
change) from the university of Antwerp and Solvay Business
School Brussels and is tenured professor at the University of

Brussels where he teaches on European economics and
integration.

Indra.Vonck@mtbs.nl
Tel: +31 6 45 74 92 89
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