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GLOBAL PROJECT FINANCE - VITAL STATISTICS
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Regional Analysis - 2013

North America
$71.7 billion
(135 deals) 35%

Latin America/
Caribbean
$47.5 billion
(191 deals) 5%

Western Europe
$76.7 billion
(220 deals) 25%

Eastern Europe
$9 billion
(16 deals) -6%

Middle East /
Africa
$87.6 billion
(119 deals) 111%

Indian
Sub-continent
$41.4 billion
(162 deals) -12%

Asia (ex India)
$46.4 billion
(158 deals) -27%

Australasia
$37.5 billion
(84 deals) -55%

Saudi Arabia
$27,649 million

UAE
$10,646 million




SIZING THE GLOBAL INFRASTRUCTURE DEMAND

Global Infrastructure Requires US$57 trillion in Investment by 2030
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GLOBAL FUNDING PATTERNS COMPARISON

Middle East Emerging Asia

2008

21%
61%

Banks dominate the external The role of the bond market has
financing structure. grown since the 1997 crisis.

18%
32%

2012

21%

ra
%

61%

8%

m Bank Assets Bonds Stock Market Capitalization

North America

21%

52%

A more balanced distribution of the
external financing structure.

25% 25%

50%



INFRASTRUCTURE INVESTMENT FINANCING MODES - PERIOD TRENDS

Us$301 US$1,319 US$8,840
billion billion billion
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GLOBAL CAPITAL STOCK

Developing countries will account for more than half of global capital stocks by 2080*

2010

East Europe & Central Asia
5%

East Asia & Pacific
13%

Sub-Ssharan Africa
1%

South Asia

3%

Latin America & Caribbean

7%

High-income countries

69%

2030

East Europe & Central Asia
5%

East Asia & Pacific
28%

High-income countries
50%

Sub-Saharan Africa
1%

South Asla

6%

MENA

3%

Latin America & Caribbean

7%

* Based on a conservative estimate of annual world economic growth of 2.6% over the next two decades. The share of developing countries will be even higher under more

robust growth assumptions.



GLOBAL IMPEDIMENTS TO INFRASTRUCTURE INVESTMENT
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EVOLUTION OF THE GCC INFRASTRUCTURE MARKET

Drivers

Establishing
Infrastructure
Foundation

Meeting Economic
&

Social Needs

Drivers Drivers
Economic Reform / Globa.l 1 Poh;cllcﬁl/ Social
Boom Liberalization Fl(rjla-n-ma (Ii at Zf(l)glelS
2004 -2008 Initiatives T'IS1S ost-

Meeting Economic
&

Speculation Driven

&

Real Estate Focus Social Needs

Infrastructure Undlerinvestment

1970s

Public Sector

2004 - 2008 Post-2008

Robust Oil Revenues

FACILITATORS



SIZING GCC LONG-TERM INVESTMENT DEMAND (2014 - 2035)

Investment Demand by Sector Infrastructure Breakdown
(US$ billion) (by sector)

Seaports Airports
$3,162.1 Rozds 2% 7%

$1,435.6

Rail
18%

$1,021.3

$434.1 Telecom

2%

$175.2

Water
11%

Power
44%

Industry Petrochemicals  Oil & Gas Infrastructure  Real Estate




LONG-TERM FUNDING CHALLENGE: GCC PERSPECTIVE

Current Desired
Risk transfer & private sector efficiency benefits
Infrastructure Infrastructure
(Long-term Funding) (Long-term Funding)
x 2 O
. 'b(\ o) N4 ),

[ Public Sector Financing ] [ Private Sector Financing ] [ Public Sector Financing ] [Private Sector Financing]

Sources of Funds Sources of Funds Sources of Funds Sources of Funds

Government Revenues Equity Sovereign Wealth Funds PPPs

Development Institutions (SWFs) _
. GRE Corporate Asset Finance

GRE Sovereian Development Institutions o
9 Public Private Partnerships Islamic Finance (Sukuks)

_ (PPPs) Export Credit Agencies _
Bank Finance Conventional Bonds
Conventional Bonds GRE Corporate
Islamic Finance (Sukuks) Equity
Export Credit Agencies Bank Finance

Export Credit Agencies



GCC CHALLENGES IN REACHING THE DESIRED FUNDING STRUCTURE

PROJECT BONDS

Project Bonds can reduce
the role of traditional lenders
(governments and banks)

Challenges

* Limited base of institutional investors.
e Lack of transparency & governance.

* Lack of standardization.

* No benchmark yield curve.

¢ Shallow secondary market.

* Need to change mindset.

ASSET SECURITIZATION

Securitization transactions can be used
to augment project financing sources

Challenges

e Underdeveloped capital markets.

¢ Limited base of institutional investors.

ISLAMIC FINANCE

Sukuks are an excellent fit
for financing infrastructure

Challenges

Islamic finance field still developing.
High costs.
Limited cross border market.

Shallow secondary market.

Foreign currency sukuks & GCC currency peg.

PUBLIC-PRIVATE PARTNERSHIPS

PPPs play a key role in addressing
challenges of efficiency and capacity

Challenges

¢ Government decisions vs. financial
appraisal.

¢ Risk parameters (public vs. private).
¢ Long dated projects unfavorable.
* Lack of government commitment.

¢ Lack of official GCC-specific PPP strategy.

SWFs & PRIVATE EQUITY

Lower risk and long term horizon of
infrastructure investment is a good fit

Challenges

* Need to increase supply of bankable
projects with clear costs & revenue
streams.




PREREQUISITES

UNLOCKING NEW SOURCES OF LONG-TERM FINANCE: THE WAY FORWARD

How can the GCC bridge the gap between the ‘Current” and the ‘Desired’ financing structure?

Policy Factors

Enhance transparency & corporate
governance standards.

Deepen financial markets.
Deepen Shariah-compliant system.

Make regulatory framework robust
& effective.

Support Factors

Engage support of Multilateral
institutions.

Provide government guarantees &
explicit support initially.

Increase supply of
bankable projects
evaluated on financial
terms.

Systems Factors

Establish credit rating system for
infrastructure projects.

Establish an integrated process
with major clearing systems.

‘DESIRED’

> FINANCING

STRUCTURE
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DISCLAIMER

This report and its contents are prepared for information purposes only. Information does not constitute a solicitation, an offer, or a
recommendation to buy or sell any investment instruments, to effect any transactions, or to conclude any legal act of any kind whatsoever. The
report is provided to you because you are one of our esteemed customers and have previously shown interest in receiving the type of
information contained in this report.

The information and views expressed in this report are the sole responsibility of the writer. Gulf International Bank B.S.C. ("GIB”) and its
subsidiaries are not responsible for the accuracy of the information or opinions or any consequential actions/loss arising from the use of this
report or its contents. GIB is incorporated in the Kingdom of Bahrain and is licensed by the Central Bank of Bahrain (the "CBB") as a
conventional wholesale bank. GIB's head office is located at Al-Dowali Building, P.O. Box 1017, 3 Palace Avenue, Manama, Kingdom of Bahrain.

This report contains publicly available information only, which has been compiled by the writer. While every effort has been made to use reliable
and comprehensive information, the accuracy of the information cannot be guaranteed. The information provided herein is on "as is" and "as
available" basis and without representation or warranty of any kind.

GIB hereby disclaims any representation or warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability, fitness
for any particular purpose or non-infringement of any of such information. In no event shall GIB or its subsidiaries, affiliates, shareholders or their
directors, officers, employees, independent contractors, agents and representatives (collectively, "GIB Representatives”) be liable (1) for any
inaccuracy, delay, loss of data, interruption in service, error or omission or for any damages resulting there from, or (2) for any direct, indirect,
incidental, special, compensatory or consequential damages arising from any use of information or arising from any error (negligent or otherwise)
or other circumstance or contingency within or outside the control of GIB or any GIB Representative, in connection with or related to obtaining,
collecting, compiling, analyzing, interpreting, communicating, publishing or delivering any such information.

The report contains statements that constitute "forward looking statements”. These forward looking statements are the sole opinion of the writer
and do not represent GIB’s judgment and future expectations.

GIB retains all right, title and interest (including copyrights, trademarks, patents, as well as any other intellectual property or other right) in all
information and content (including all text, data, graphics and logos) in this document. All recipients must not, without limitation, modify, copy,
transmit, distribute, display, perform, reproduce, publish, license, frame, create derivative works from, transfer or otherwise use in any other way
for commercial or public purposes in whole or in part any information, text, graphics, images from this document (excluding publicly available
information) without the prior written permission of GIB.
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