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“Tsol offers technology
solutions and  consulting
MS ] : )
services in the supply chain
management field for shippers

D

and service providers in
Mexico and Latin America.”
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THE 1,226 RICHEST PEOPLE ON THE PLANET

SPECIAL ISSUE

It is also about entrepreneurs and

Forxbes B

CARLOS SLIM
HELU

THE WORLD'S
WEALTHIEST MAN
HASAPLANTO
REBOOT THE ECONOMY

VOLATILITY RULES: SURGING NE ERS, MASSIVE DROP-OFFS, RECORD WEALTH
THE FACEBOOK WINDFALL * 5H NG UP-AND-COMERS - PROSPERITY MECCAS
PLUS: AQUARTER-CENTURY OF BIELIONAIRES—AND THE FORBES HALL OF FAME
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Mexico It s not only labor...
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... but first tier industrial operations
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It"s an important gate =
to the biggest market it *"““
in the world and an ‘
strategic location. o g
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Customs-Trade
Partnership Against Terrorism

BUILDING PARTNERSHIFS « PROTECTING FREEDOM
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0ld battles, new Middie East
The Toch firme’” radical economists

EcOnomist  wispincomeapart

How lawsuits hobble the art market

ROVIMELE 458 3O 2912 Lromgamist com China's young mandarins

Therise of Mexico

A 14-PAGE SPECIAL REPORT
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Enrique Penia Nieto- Mexico "s President

“Mexico has favorable conditions and in order to optimize them we must develop our productivity by
accelerating our capacity to build infrastructure. The international lesson is clear: economic welfare and growth
s given by better infrastructure and increased competitiveness.

“Our objective as an administrative organization is to transform Mexico into a high value added global logistics
center. Next to better infrastructure, technological and innovational investments and increased productive
chains we will make use of our geographical location to generate profit for all Mexicans.”

This strategy will take into consideration four factors: regional development, demographic tendency, economic
vocations and international connectivity requirements.

Road industry will be modernized by enlarged highways going through the national territory.

Besides building the Mexico-Queretaro, Mexico-Toluca, Yucatdn-Quintana Roo railways, short ways and rail
relocation will also be considered to connect nodes from the national system logistic platforms.

CSCMP Introduces Its General Session Speakers

' Monday, October 21 - Keynote Speaker
Expansion, Innovation, and Transformation: VWhat It Takes ta Lead
The supply chain profession has become critical to organizations around the world, s well 2
i Managing trade between Mexico and the United States is critical to the success of all. Hear
l'l’\iré?l p ReZlI President Felipe Calderdn (2006-2012), share his parspective on how to ensure countries co
' face the challnges which may exst. L
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Villones de pesos a precios de 2008
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GDP: $1,163
X: $377

I: $379

FDI 2011: $91
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MEXICO’S TOP SOURCES FOR IMPORTS

BASED oN DaTramyNE MEXICAN DATA
JANuARY-May 2011/FOB USS$ VALUE

B US 50.68%

W China 14.21%
Germany

W Japan 4.53%

W S0.Korea 4.06%

B Germany 3.77%

W Others 22.75%
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MARITIME FLOWS
ASIA-MEXICO
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Mexico's Trade Flows by R
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Mexico’s Trade Flows by Region 2010 | et Technologyy
(% of Value) :

MARITIME FLOWS

CENTRAL AMERICA & THE CARIBBEAN EU & AFRICA
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000
Imports 0.1% Imports 9.0%
Exports 1.0% Exports 11.0%

Source: IMT



Mexico’ s Foreign Trade Flows by

Transportation mode 2010
(By Value)

Exports

* Mexico hasafreemarket economy inthetrilliondollarclass

* It contains a mixture of modern and ocutmoded industry and agriculture, increasingly
dominated by the private sector.

* Recent administations have expanded competition in seaports, railroads, highways,

telecommunications, electricity generation, natural gas disribution, and airports.




Nearshoring
Survey

By Alix Partners, September 1§
013
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Survey demographics: Over 10
different industries, a broad range
of company sizes




Awiation / Aerospace 9%

Logistics / Transportation 6%

25%
Packaging 6% 21%
Chemicals / Resins 5%
13%
Medical Equipment/Pharma 5%
10%
Durable Goods 4%
Apparel / Soft Goods 4%
Electronics/High Tech 4%

LT $100M $100M -  $500M - $1B-$3B $3B+
$500M $1B

Other 16%
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Among the respondents for whom
nearshoring is a consideration,
Mexico and the U.S. are the most
attractive locations




If nearshoringis a consideration, rank eachregionin attractiveness.
(1=most attractive; 6=Ileast attractive)

— 7%
Canada 0%
: 5%
South America 4%

: 5%
Caribbean E%
: 5%
Central America L‘Q%

Other*

Least Attractive
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Lower freight costs and improved speed to
market remain the most attractive
advantages expected from nearshoring

"Time-zone advantages” (easier e >
management coordination, etc.)
Shrinking Wage Gap | 22%
Better quality control | 21%

Lower Input costs (e.g., Natural Gas, Raw
Materials) I 7%

Improved Intellectual Property security [N 14%

Other |l 8%




Biggest Challenges: Transportation,
security, personnel, local government
and currency risk




What are the biggest challenges you have had or expect to have with nearshoring operations?

Local govemment regulations

Currency risk (exchange rates)

Corruption

Transportation - in country

Tax issues | 20%
Other | 5%
Security of products | 5%
Warehouse site location [ 14%

Respondents were asked to seled topthree choices; totak will add to morethan 100%




The Alix Partners
Manufacturing Outsourcing Cost
Index shows support for

Mexico's recent approval ratings
in the executive survey...




% of US Cost

\4

5% per year (others stable)
- Ocean freight rates increase 5%

per year

v

China’s total landed cost could
equal the U.S. cost by 2015

Mexico and India will remain very
competitive



Transitioning to low cost countries will
not likely happen overnight...

Considerations

* Capital hurdles (tooling, transition costs)

a ga I n St ra p I d * Contract commitments o economies of scale
* Savings sensitivity (e.g. exchange rate outlook)

p rOd U Ctl On » Regulatory approval (FDA, FAA, 1ISO9000, etc.)

« Costumer control and approvals

relocation

* Maintains a labor capacity and scale that is unique

C u rre nt SO u rce * Reinstated Value Added Tax (VAT) rebate programs
for many exported products that were being

countries like  FFEEES

* Aggressive monetary policy to control the strength

China Wi” not of the local currency

* Taking actions to keep domestic material costs

g ive up ea Si Iy relatively low




Considerations
against rapid
production
relocation

Current source
countries like
China will not
give up easily

e Capital hurdles (tooling, transition costs)

® Contract commitments o economies of scale

* Savings sensitivity (e.g. exchange rate outlook)
e Regulatory approval (FDA, FAA, 1ISO9000, etc.)

e Costumer control and approvals

* Maintains a labor capacity and scale that is unique

® Reinstated Value Added Tax (VAT) rebate programs
for many exported products that were being
phased out in 2008

® Aggressive monetary policy to control the strength
of the local currency

* Taking actions to keep domestic material costs
relatively low




There may be profound implications of
these trends on transportation and

logistics providers in the near-term and
beyond

P Ground Transportation (TL and LTL): The carriers that adapt to new (or
returning) repatriated manufacturing clients are positioned for growth

T Brokers: With an increase of Mexican manufactured goods destined for the
US market, the north/south corridors service providers and cross-border are
expected to benefit

® Select Rail Providers: Operators of north/south rail networks will benefit from
increases in Mexico manufacturing

® Ocean Carriers: Ocean freight providers are suffering record levels of distress
and over-capacity. Any repatriation from Asia to the Americas further
exacerbates the problem for West Coast lines

® West Coast Ports: Repatriation of production means a direct elimination of
port volume

® Freight Forwarders and Airlines will lose air cargo volumes




logistics providers in the near-term and
beyond

® Ground Transportation (TL and LTL): The carriers that adapt to new (or
returning) repatriated manufacturing clients are positioned for growth

® Brokers: With an increase of Mexican manufactured goods destined for the
US market, the north/south corridors service providers and cross-border are
expected to benefit

® Select Rail Providers: Operators of north/south rail networks will benefit from
increases in Mexico manufacturing

® Ocean Carriers: Ocean freight providers are suffering record levels of distress
and over-capacity. Any repatriation from Asia to the Americas further
exacerbates the problem for West Coast lines

® West Coast Ports: Repatriation of production means a direct elimination of
port volume

®» Freight Forwarders and Airlines will lose air cargo volumes
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Logistics improvements in Mexico

2007 2010 2012

'unking 'anking 'unking
56/15 50/15

47/15
2.87/5 points 3.05/5 points

In 5 years Mexico:

3.06/5 points

« |Improved 9 places

« Improved 0.19 points
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(Railroad System and North-American Gateway)
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Millions of Tons

Mexico railway cargo growth

TOTAL
TCMA 200-2012

Total:
Imports: 16%
Exports: 12%

IMPORTS

EXPORTS

Year

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012




Trucking and railway tariffs for
containers transportation
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Intermodal growth
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Puente Baluarte

Es el puente atirantado mas alto del mundo.

Cuenta con 152 tirantes, —
La inversion fue de dividido en abanicos
con 4 carriles

A Durango
| '\
de 19 cada uno. 4
2 ] 3 9- 2 de circulacion.

Millones de pesos \
/ (1
Y |

\:t

Su ancho es
de 16 metros,

1,124 metros
520 mts

Cuenta con
12 apoyos
de concreto.

L_pilén 5
Tiene una altura
de 158.5 metros.

403 mts

() — Pilén 6

Rio Baluarte Mide 169 metros.

Reducira el tiempo de recorrido de
6 a 2.5 horas en autos :
y de 12 a 6 horas Puente Torreon

en transporte de carga. _ , Cullacan  Baluarte

J,’ Durango
ASinaloa/
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Top 10 trucking companies represent less
than 9% of public fleet

- 9 U ) - »
1 Transportistas Unidos Mexicanos 712
2 Castores 630
3 Auto lineas Ameérica 929
4 Transportes Cuauhtemoc 926
9 Tres Guerras 490
6 Julian de Obregon 400
7 Auto Lineas Regiomontanas 300
38 TMM 300
9 Frialsa 289

10 Hercel 283



Airports: Mexico City remains the Major Hub
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Freight managed in principal mexican

airports (ton/year)
2%

“ Monterrey 46,000

w AICM 400,000
Cancun 26,000

= Guadalajara 130,000
Tijuana 15,00
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Service providers

Mexico's top 10 international airlines

By share of seat capacity
(capacity change August 2012 vs August 2011)

0% 2% 1% 6% Ho% 10% 12% 14% 16% 18%

AeroMexico (+8.1%) 16.89

United (-19.6%) 15.6%

American Airlines (+2.5%)

12.8%

US Airways (+0.4%)

2

Volaris (+9.1%)

_,.
¢

Delta (-30.7%)

Alaska Airlines (+0.4%)

Copa Airlines (+41.8%)

L |

AirTran (+158.3%)

{U:Prezi prjet (+323.1%)




Port Overview

116 Ports
16 Federal P

o

Administrations
6 State AP

O Gurmas 3APIs
owned by FONJ
O v b © 1 Pnivate Ak

Cabo Senlimtm M“n ——
D -
O Tupen
M!o\‘ﬂlho

< LoD
et
A oo Odre e

Rahsa Poaens
de

ke O




Port Statistics - Containers

Mexican Ports ranked by Volume (oooTew)

1  [Manzanillo 1900 1,450 360 580 60%
B 2 |lusoCodens 1200 350 530 30 1 euly
: 3 Neraow 800 510 370 220 1 6%l
2 |Mtamira 580 405 140 265 |l 3w
menads 140 2 2 60 |  s%uA

Totsl 4620 3.397 1932 1465 57%

Top 5 ports handle 95% of containenzed cargo
Pacific ports concentrate over 50% of overall volumes

Imports are predominant in the three most important ports

. T



Mexico Intermodal Ocean Freight Volumes CAGR

(teus)
29 15.7%

2.5

3.3%

2004 2005 2006 2007 2008 2009 2010 2011
B Atlantic Pacific

Source: SCT
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And last but not least:
Top 3PLs in Mexico




Public Sector Initiatives

Ministry of Economy:

- Logistics Competitiveness Agenda

 Supply Chain Performance Evaluation. Survey of national i

- Management Committee of Logistics Competences

- National Logistics Award (with CSCMP and Expologisti

- Reliable Logistics Processes Seal : Distinction wi
demonstrate that they have capabilities to deli
providing better customer service. Eval
import and export processes.

- Prologyca Fund (Competitiveness Pr
modernization of supply centers.
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