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Global connectivity
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Commercial disassociation
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e International cities are more closely tied than to their hinterland




Global hubs

* Key tradables:

Goods
Services
-Inance
People
Data

Goods, services, Dataand

Rank* Goods people Financial People communication
1 Atlanta London New York Frankturt
Bl Sincapo geiing
3  Shenzhen L‘M London Amsterdam
¢ CETTETIEE Tokyo BT Pars
5  Ningbo 08 Angeles Tokyo Toronto
6  Busan Tubal Seoul Paris
7  Guangzhou Chicago Zurich Miami Miami
8 Qingdao Paris Toronlo Sydney Stockholm
s | DallasiFort Worth Chicago
10 Tianjin _HonoKong | Washmgton DC : | Singapor
11 Rofterdam Frankiun Chicago m
12 PortKiang Jakarta Boston Melcoume Tokyo
13  Kaohsiung Istanhy Geneva Moscow Moscow
14  Dalian Amsterdam Frankfur Houslon Milan
15  Hamburg Guangzhou Svdney Dubai Vienna
16 Antwerp SINgapor ' Riyadh Washington,DC
17 Xiamen Denver Montreal Washington, DC Hamburg
18  TanjungPelepas New York Vancouver Dallas Beijing
19 ingt Luxembourg Jeddah Marseille
20 LongReach Kuala Lumpur Osaka Copenhagen
21 LaemChabanyg SanFrancisco Brussels
22  Tanjung Priok Bangkok Qatar Warsaw
23 HoChiMinhC Incheon Shenzhen Shal
24  Bremen Charlotte Busan S3oPaulo
25 Las Vegas Tel Aviv Madrid




Australia




Infrastructure

Once quided by the
‘best that can be
afforded’ philosophy
Now driven by ‘user
pay’ rationale




The Snowy

e (Covers 7,780 km?

e 15 years to complete
e 16 dams

e / power stations

e 145 km of tunnels

e 80 km of aqueduct
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Limits of private investment

Proposed early 1980s
Serves 12m living in
catchment

Promotes regional growth,
decentralization, and
economic linkages

Cost of $114 billion

No public interest to invest

Selects projects on profit
Carry no redundancies
for growth

Run assets into the
ground

Do not reinvest

Cannot make rail
projects viable



’

‘Infrastructure Australia Act

Introduced by Kevin Rudd’s government, in 2008

Recognizes a national approach to infrastructure procurement
- Long-term needs strategy

- Integration of projects

- Value transcends redeemable project returns

Key findings:

L1t Is clear that expenditure on maintaining existing infrastructure and
providing new infrastructure is well below what is necessary. As well, there is
still a lack of strategic and coordinated infrastructure planning and
prioritization across many infrastructure sectors.” (Infrastructure Report Card, 2010, p. 5)



Australian

‘ARIA’ index, derived
from transport factors
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Regional well-being in Australia
Performance of Australian regions across selected well-being indicators relative o the other OECD regions
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e Australia has the widest spread of inequalities in the OECD
 Tasmanian income is half that of the ACT; unemployment double




Emerging > Developed
Correlation coefficient (r) = 0.54
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Rating scale

Letter grade Designation Definition
Infrastructure is fit tor its current and anticipated

A Very good
: future purposes

‘)
: - Minor changes are required to enable mfrastructure
= Good -, ' % :
to be At for its cumrent and anticipated future purposes

= ey Major changes are required to enable infrastructure

C dequate : . e
I n ras ruc u re l to be fit for its current and anticipated future purposes
Critical changes are required to enable infrastructure

&) Poor ; R :
re po ca r to be fit for its current and anticipated future purposes

F Inadequate Inadequate for current and anticipated future purposes
| i f pury

Rating results

o States are overall

Rating by sectors Rating by states & territories
Roads C ACT
adequate Rail D+ NSW (B
* Sectors are more el ; S
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Millions

Australian * proREact
population - =:-
growth "

* The fastest rate in 151
the developed world
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A looming
problem

e Australia is set to
weaken its economic
vitality, and dilute
living standards

POPULATION GROWT W

l | nﬁ_ 2

INFRASTRUCTURE GROUTH




Current state of infrastructure

e Australian Infrastructure Audit findings pooted om 350 stucties)

o 1) - Australia’s current rankings adequate:
16 in transportation infrastructure
20 in total infrastructure

o 1) - Australia’s future rankings set to drop significantly:
Fastest growing population of any major country
Infrastructure failing to meet growth rate
Economy will falter as a result

Australia may jeopardize its position as a nation of exceptional living standards






* One in five people live in China
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Argentina
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Colombia
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Main lines
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China’s economic

clusters

Existing and emerging
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China’s logistics
corridors

e / channels connect
production centers
with export hubs
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China’s infrastructure stock

Total infrastructure stock, % ol GDP

Average excluding outliors, B7
Brazil and Japan . 7 80 a2

0 e e T e o - B4
T1% k 57 EQ i

16

Brozll Unlted Cenada Indla Unlted Gemrnary  Spaln  China  Poland [toly Southh  Japan
Fngdam States Africa

* Stock is above world average
* Yet China still rates as a developing nation




Planned
expansion

* Railway

* Roadway

* Airports

e (Container terminals

B Flanmed expansion

Length of raiways, thousand km

L4

2007 2015 2027

Airports, numbsar of Arpors
240+

175 -
14E +82%,

2007 25 2027

Length of expressways, thousard km
139

+167%

2007 2015 2027

Capacity of contalnar terminals, millan TEL?

237

i +132%

2007 2015 2027
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China’s Belt and Road Initiative




Asian
Infrastructure

Development
Bank

e Committed and
potential members

Pan-Asian
Energy
Infrastructure




Infrastructure spending, % of GDP Estimated nead
B Historical spending

T 6.4
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Historical global spending = 3.8% - e Estimated global need = 4.1%

China’s infrastructure spending exceeds need




Indonesia




Indonesia’s Economic Boom

Indonesian d

economy w.m‘::':"ﬂ

Melsceas & Papus

-

21 Domestic Proguct Largest product groups for eapart, 2621

 Agriculture and resource

driven
e (entered onJava
e Asiafocused ~




Current status

e Indonesian infrastructure audit

o 1) - Economic growth is predicated on:
Stron g institutions (which are lacking but improving)
Adequate infrastructure eso iacing but improving)

o 2) - Indonesia’s current position:
Ranked 50™ out of 141 in global competitiveness aing fom 45 piace)
Ranked 72" out of 141 in infrastructure competitiveness
Targeting 64% of project funding to be private by 2030 guchas ey



Transportation

infrastructure
. 2002
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Railway
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ngh-speed rail

First in southern
nemisphere

 Links Jakarta - Bandung
e Max 350 km/hr

* (hina outbid Japan
 (Cost - $5 billion

e 11% tunnels

e 38% viaducts
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Business entities

e Registered with the Indonesian Construction Services Development Institute (LP/K)

o 1) - Domestic:
130,384 - National Public Companies
6,134 - National Specialist Companies

o 1) - Foreign:
203 - Foreign General Companies
194 - Foreign Investment General Companies
13 - Foreign Investment Specialist Companies



BAUER AG

Bl Harbert Intermnational

Black & Veatch

Bouygues

CBRE

CTC! Corp.

China Aluminum
International Eng’g Corp.
Lud,

China Communications
Construction Group Ltd.

China Electric Power
Equipment And Tech. Co.
Led.

China Energy Engineering
Corp. Ltd,

China Gansu Int'l Econ. and
Tech. Coop. Co. Ltd.

China General Technology
(Group) Holding Co. Ltd.

China Metallurgical Group
Corp.

China National Chemical
Eng'q Group Corp. Ltd.

China National Machinery
Industry Corp.

China Nonferrous Metal Ind.
For, Eng'q and Constr.

China Nuclear Engineering
Corp. Ltd.

China Railway Construction
Corp. Ltd.

China Roilway Group Ltd,

China State Construction
Engineering Corp. Ltd,

Chinag Triumph International
Engineering Co. Ltd.

DL E&C Co. Lid,

Daewoo Engineering and
Construction Co. Ltd.

Danieli & C. O.M. SpA

Dongfang Electric Corp.

Exyte GmbH

Fluor

(S Engineerning &
Construction

Grupo ACS/Hochtief

Hebei Construction Group Co
L.

Hyundai Engineering &
Construction Co. Ltd

Hyundai Engineering Co. Ltd.

Foreign firms with a presence

Jan De Nul Group (Sofidra SA)

flanglian Heavy Industry
Group Co. Lid.

fiangxi Water and
Hydropower Constr. Co
Ltd.

Kajima Corp.

Kinden Corp,

Larsen & Toubro Ltd,

Lotte Engineering &
Construction Cu. Ltd,

Maire Tecnimont SpA

Nantong Construction Group
Co. Led.

Novinco International
Cooperation Ltd.

bayashi Corp.

POSCO Engineering &
Construction

Penta-Ocean Construction Co.
Ltd.

Power Construction Corp. of
China

SK Ecoplant

Samsung C&T Corp,

Samsung Engineering Co, Ltd,

Sener Grupa de Ingenieria SA

Shandong Electric Power
Eng’g Consulting

Shanxi Construction
Investment Group Co. Ltd

Shenyang Yuanda Aluminum
Indus. Eng'q Co. Ltd.

Shimizu Corp,

Sinema International
Engineering Co. Ltd,

Sinosteel Equipment &
Engineering Co. Ltd,

Sumitomo Mitsui
Construction Co, Ltd,

TBEA Co, Ltd

Taisei Carp,

Takenaka Corp.

Tianyuan Construction Group
Co. Ltd.

Toyo Engineering Corp.

VINCI

Zhejlany Construction
fnvestment Group Co. Ltd.

Zhongding International
Engineering Co, Ltd
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Comupton

nefhicient govermment turesucracy
Palicy instalality

Inadequata supply of iInfrastructure
Regulatory uncertanty

Land scguastson

G mment stabukty

Poor worsethic in national labow warkforce

i

Obstacles preventing

o —— investment
* INDONESIA: Corruption
followed by lack of
Infrastructure rank highly
e AUSTRALIA: Lack of
Infrastructure is the
greatest disincentive

lﬂ'

Tax Rates

Doaling with cansgroction pe mets
Enforcling COntoacTs

Crime antd thett

B atuonm

Affordabtde Ensrgy availabuse

-

Foeeign Currency Regulations
Getring el ectrit

Faying Tase

v L -

I

Starting a busine ¥

Nostrctive labour regulationss
Rasoiving Insoheocy

Gotting Credit

Mo griv iy Propeny

Trading acioss boesders
Protacing nynority swestors

Poor putilis health

mean scoce on scale of 1.5 where 1=most problematic and S« leest problematic

m Indonesia = Australia




Barriers to
doing business

e Poor infrastructure is a
most serious detractor
In both Australia and
Indonesia

29

2.7

21

19

1.7

13

Restricive Libout
regulations

& ANordable Energy
availability

Protecting minorit & Poor poblic health

iwestons

Trading across bor
v * Registering Property
*
Getting Credit * lizsolving Insolvency

Paying Taxew ¢ Starting a buniness

Foreign Currency

Getting electriciy Regulations

¢ Inflation

4 Crime and theft

* Enforcing contracts
Construction permets

Taxrite ®

*

Insutficient in
* gnovation

Tax regulation Inadequate workforce

Poor am‘u-rhis

€ Land acquisition

Supply of
Infrastructure
v

* Policy instability

18 4.3 28

® Access to finance

& Gowrnment
Instability

Regulatory
uncertainty

Government
bureaucracy

¢ Comuption




Greater options for financing but Private/sale
generally at a cost

Asset
recycling/Lease

Franchise

QOutsource
- Higher risk
Government Less governmentcontrol

* Government control vs Financing cost (project cost)




INDONESIA Not atall Nelther Effective n
effective | | effective { highly
ineffoctive | or effoctive
ineffective
Direct government finance | 6.3% 6% 53.1 12
{from bedselbonags)
Government Rgency 4% - 6,35 12
finance
ndonesian bank finans 1'% 219 7 132
e e nmances | 1o 3.3 0
' » . »
Fory ign govermnment / 17.2 - -8 '9
International government
fi LTI
| Direct inter-country grants | 17.2 276 55.1 29
or lnans
ot - 4 4
World bank 65 A2 ol 3 i1
Asian Development bank 6.5 8.7 54 67 £} |
Private port operator N 7 hl 3 i1
Heance
’ - - '
vind party Jogistics 6.5% 8.7 54 R 11
4.-[1v~m'.|' mnance |
yiredt company 3N 5 2 5% | 52
| { M
faclita bion
Assel recycling: leasing 138 44 Ty 29
or 3ale
Aol sale 29.1° 452 28 1]
) —- - . - 4 -
Franchiss P - / § 2
f.ras 19 | 1)y a0 1
| - hldad
Public private 139 'h {\ W
partnerships (I'CF)
| ‘ 4
PFPP Covernment {Y 6.7 743 i
Fuaranfeed
Veabiilit hnding 3.3% 6.7 60 a0

{lundmg provaded 1o meel

shortfall/deficgency of
funds tor ind rastrmicture

project funding)

Relative effectiveness of

funding mechanisms

Indonesian bank finance - 75%
Government guaranteed PPPs - 73%
Standard PPPs - 70%




Conclusion

e Australia:

Lack of infrastructure is leading to economic stagnation,
particularly of the rural interior, sharpening social disparity

« China:
Oversupply of infrastructure has drained financial resources,
limiting income stream from investment

* Indonesia:
Infrastructure is needed, but only possible with private sector
Investment, which cannot engage without government support
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Asia - Infrastructure BE Risk/Reward Ratings, Scores out of 100

100
LowRisk LowReward : Low Risk, High Reward
Singapore
S0 w NewZealand
| & ®
§ 80 | HongKong Bustralia
= Talx.em ' & ® South Kore
x 70 | Japan
%’ |
B A = N - o e o Sl e & |
v & ‘ietnam ! Malavsia India ®
= Philippines ) & China
g 0 Thailand * | @
a Pakistan
| Indonesa
= 40 Cambodia I
= + .
@
30 Myanmar |
High Risk, Low R eward I High Risk, High Reward
20 —
25 35 45 55 65 75

Infrastiucture Rewards Ratings
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