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Tyres

A Tyreis a strong, flexible rubber casing
attached to the rim of a wheel Tyres
provide a gripping surface for traction
and serveasa cushionfor the wheelsof
a moving vehicle Tyresare found on
automobile s, trucks, buses, aircraft
landing gear, tractors and other farm
equipment, industrial vehiclessuch as
forklifts, and commonconveyancesuch
asbabycarriagesshoppingcarts,wheel

chairs,bicyclesandmotorcycles
% of Global Market
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7%

Sumitomo
4%

Goodyear

Global Industry Highlight

The Tyre sector is undoubtedly a
growing market, even though it is
defensiveandresilientasreplacements
compulsoryandnecessaryor mid-range
Tyres after 30-40,000 kilometer's,
implying on averagefour changesover
the life of a vehicle With over 70% of
annual salesfor private cars and vans,
we estimate that growth in the market
for replacementTyresin 2017-20 should
be driven by western countries The
recovery by industry could also have a
positive impact on the market for truck
andspecialtyTyres Overall,we estimate
that the Tyremarket shouldgrow 3%in

valuetermsin 2018
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Tyre Manufacturing Unit in Pakistan

Types of Tyres

In FY2016 Demandroseby 4% worldwide, with gainsof 4%in
Western Europe, 1% in North America, 9% in Africa/
India/Middle Eastand 7% in Asia,where dynamicgrowth of

CAR AND LIGHT 14% in China contrasted with declining demand in South

TRUCKYyreS Korea, ASEANand Japan Demand fell by 12% in Eastern
Europe and by 12% in South America, with the market
improving in Argentinaand stabilizingin Brazilin the second
half

In FY2016 Demandis overall stable, reflecting growth of 1%
in Europe,6% in Asia(excl India) driven by China(+9%) and
5% in Africa/India/Middle East,a stabilizationin Asia(up 1%

TruckTyres overalland 9%in China),an expecteddeclineof 19%in North
Americadue to fleet overhauls,and a drop of 17% in South
America
AgricultureTyres Demand would show increase in
both the original equipment and
replacementmarkets
EarthMover Tyres Due to the increasein mining in
Pakistarthe Mining Tyredemandwill
contractedsignificantlyupwardtrend
: in the yearsto come Infrastructure
SpecialtyTyres and quarry Tyre markets also
declined
Material Handling Demandof MH Tyreswould grow for
Tyre Pakistardueto CPEC
Multi-PurposeTyre Demandof MP Tyreswould grow for

Pakistardueto CPEC
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WORLD DEMAND OF NEW TYRE SALES (FISCAL YEAR
2016,2015; IN BILLIONS OF U.S. DOLLARS)

Kumho Tire Co. Inc $$2257
Toyo Tire & Rubber Co. Ltd# %5;
) $3.0
Cooper Tire & Rubber Co! $2.8
Cheng Shin Rubber Ind. Co. Ltahn %gg
4.
Yokohama Rubber Co %4&
A
Hankook Tire Co. %%8
Sumitomo Rubber Industries Ltd! %gg
7.0

Pirelli & Cie SpA $%.7

Continental AG %Jl]lel

. $15.9

Goodyear Tire & Rubber Co¥ $14.
3
Groupe Michelin $2$12;
6.2
Bridgestone Corp. $§§.8
$- $5.0 $10.0 $15.0 $20.0 $25.0 $30.0

Global JV in Tyre Market

A To create a joint venture owned 50%/50% by Michelin and Sumitomo
Corporation of Americas

TheJVwasdoneto creatinga bestin-classdistributor with expandedgeographic

footprint, for a better availabilityof productsat all price points, acrossall product

categories

A Focusingn the growingserviceand Tyreneedsfor fleets and personalvehicles

A Michelinto contribute USD630m and TCiwholesalebusiness

A Thiswould becomethe fourth largestwholesaleTyre and servicenetwork in
usS

A Thecollaborationhasenabledboth the partiesto enhancethe technologyand
capacityto facilitate the customers

A The JVwould glorify the improvementof local setupsand enrich the already
workingfacilitiesnationallyandinternationally

A Thiswould ensurethe availabilityof better productsin the region

Continental AG of Germany has closed its acquisition of Fairlawn-based rubber
company Veyance Technologies Inc

Thetransactionis valuedat 1.4 billion euros,or approximately$1.6 billion
Thismight be the mostnoteworthy dealof this era, saysContinentalAG
Thecollectivesaleswould alsoincreasehigh

Both the parties would intermingle to enhance the shared capacitiesand
technicalexpertise

Thiswould alsohelp in enhancingand expressivelyexpandingour industrialand
end-customerbusiness

To T Do I I
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Tyre Manufacturing Unit in Pakistan

Pakistan Tyre Industry at a glance

The current status of the Tyre industry

which includes  2/3 wheeler
Tyre(includes Motorcycle, Rickshaws)
hasmultiple marketplayerswhereasthe

4 wheeler Tyreg includesPCRtractors,

trucks & buses)hasno competition, yet,

which identifies a plausible openingin

the present Pakistanimarket Demand
for all kKindsTyres is beinganticipatedto

have a rising trend due to the increase
in automotive industry, CPEC and

agricultureindustry.

ThePakistaniTyre marketis categorized
into OEM,ReplacementOEMisthe Tyre
which come equipped when you buy
andnew vehicle Replacement

Transactions Department

Pakistanalso exports all kinds of Tyres
productsto the AfghanistanEgypt

Asof FY16 the total units Producedand
total revenuestoodat 8.1 m unitsand $
919 million USDrespectively

In terms of VolumePassengecar radial
(PCR)Tyre account for 38% of total
production but only contributes 16% of
the industryrevenues

In contras truck and buses Tyre
segment contributes 22% to the total
Tyre production, but has the highest
revenue share at 56%More over Light
truck segment @ 13% in terms of
revenue accounts for 28% of Tyre
productionin Pakistan(source PAPAMstats)

Pakistan Tyre Industry

70%
60%
50%
40%
30%

20%

10%
0%

PCR (Radial)

Light Trucks

s OEM

mmmm Replacement (Smuggled)

Most of the local Tyre manufacturing
units produce two wheel or Rickshaw
Tyres are located near the sourcesof
raw materials The PCR,trucks and
buses Tyres are produced by General

Tyres only. No other market
shareholder has the capacity of
specifiedproduction

The 2/3 wheeler industry is dominated
by Servisand Panther Tyre Industries
due to higher production capacity and
well-developeddistribution network in
comparisonto other smalland medium
units.

Total (Units in Lac)

66% 919 1,000
807 900
53% 800
700
600
500
400
14% 19% 300
200

4% 100

Truck & Busses Total

mmm Replacement (Local Productiomymm Replacement (Imports)

=== Revenue (USD$ in M)
Replacement, OEM TyreS

A Replacement Tyres through local
production and imports accountsfor
4% and 53% respectivelyof the total
market, by units produced

A OEM (14%) and non record sales
(18%) makeup the rest.

A The major reason for high
replacementshareis due to the fact
of thee ratio of annual salesto the
number of registered vehicles
remainsat aratio of 1:6.

A Thereare 1.5 m registeredvehiclesin
Pakistaraspert ! t | ldat& a

A Approx sales of vehiclesin FY 16
were indicatedto about267,000
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Tyre Manufacturing Unit in Pakistan

The case for investment

China Pakistan Economic Corridor

(CPEC)

A The recent initiative taken by China
and Pakistan under One Belt One
Road known as China Pakistan
EconomicCorridoris a framework of
regionalconnectivity

A CPEC IS a 2600
km road network which would
entertain the heavy traffic and
transport to travel all along from
Chinato Pakistarand connectingit to
the enTyreinternationalregion

A Massiveurbanizationin road network
in Pakistanwill fuel further demand
for automobilesand Tyres

Growth in Automobiles Sales

BUILDII;IG PARTNERSHIPS

Transactions Department

China-Pakistan Economic Corridor

A planned $57 billion China-Pakistan economic corridor will link
Gwadar, Pakistan, to China's far-western Xinjiang district.

Kashgar

CHINA

“Plan ruction
Planned/under constructio Diputed border

- Existing/to be upgraded

v v
------ === China-Pakistan Economic Corridor

Administered
¥ by Pakistan -

TN,

,,,,,,,,,, — Indus Highway

e T -
Peshawar Jammu & Kashmir 3
S¢

= Peshawar Karachi Motorway Adrislarey
nistert

s e Gwadar-Dera Ismail Khan Lraedioda
Motorway AR NN S
—— ML1Railway e £9
Lahore %(;,\
Lin

Faisalabad

PAKISTAN
INDIA

100 miles
100 km

Nawabshah

Karachi J Hyderabad

Arabian Sea

Source: Pakistan's Ministry of
Planning, Development & Reform

Sale/Production Volume

300,000 268,395
250,216 250,722 267,457
229,165 225,233
250,000
200,000 167,103 — \Vlillat
@ m— A\-Ghazi
€ 1
5 20,000 mmmm Suzuki Cars
100,000 mmmm Toyota Cars
mmmm Honda Cars
50,000 e TOtal
production  Sale production Sale production Sale production Sale
FY14 FY15 FY16 FY17
Most of the vehicles are locally

A Total vehiclesproduced & sold have
increased from 167,103 & 167,927
unit to 268395 & 267,457 units
respectivelyffrom FYL5to FYL17.

A Total car salesfor first sevenmonths
of present financial year FYL8 were
recorded at 147,700 units against
118416 in correspondingperiod last
yearFYL7.

A This growth in record sales was
stimulated accordingto analystsdue
to rise in demand from ride-hailing
servicesand car loansbeingavailable
at low interestrates

produced/assembled and sold in the
local market

Major investmentsunderway

A Hyundai partnered with
NishatGroup

A Kia partnered with t I 1 A aYounysC
Brothers

A Renault partnered with U A E 6Ad
Futtaim

tF1A&

Additionally around 50,000 used cars
were imported in Pakistan in 2016.
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2/3 wheeler Pakistani Market share of Local Tyre Manufacturers

2017 Major Local Players

Market Leaders

A General Tyres& Rubberof Pakistan
Diamond Ltd.

Tyres

11% A ServidndustriesLtd.
Ghauri A PantherTyres
Tyres
Servis T r g Other Players
485 g poned A DiamondTyres
4% A GhauriTyres
A CECQyre

IMPORT OF RUBBER TYRE IN $
Local Import and Export trend MILLIONS

Import China mIndia mThailand mothers
PakistanTyre import hasincreasedat a
steady rate of 15% from FY 14-16 and

stood at USD$326 million. China,India

and Thailandimports of Tyrescontinues

to pose a threat to the PakistanTyre

industry across all Tyre categories

DuringFY14-16 the imports havegrown

by 12.3% 28.3% and 37.8%respectively

China,Indiaand Thailand More overthe 207 190

: : . 164
overallimports from Chinaand Thailand
has shown a rising trend, whereas
imports from India has down surgedby
15%duringthe sameperiod. FY 16 FY 15 FY 14
Exports Exports of Rubber Tyres in$

PakistanTyre export has increasedat a - millions
steady rate of 12% from FY 14-16 and '
stood at USD $8.5 million. It was

7.00
witnessed that Afghanistanand Egypt 6.00 Io.zo
imports around63% and 11% of Pakistan e 0.35
' 4.91 0.70
3.63

8.00

5.00
total Tyre exports in FY 16. Moreover 400

duringthe sameperiod overall export of 3.00
Pakistanto Afghanistanand Egypt has 2.00

shown a decreasedtrend and down 1.00

surged by 21% and 25% respectively  o.00

whereas rubber Tyre exports have 2016 2015 2014
showna Surge of 16% and 63% during Afghanistan mEygpt ® United Arab Emirates ® Other

the sameperiod.
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Tyre Manufacturing Unit in Pakistan

Forecasteddemand for 4 wheel

vehiclesTyresin Pakistan

Annual units of cars sold in Pakistan
during FY16-17 were 0.18 million. The
car marketshowsa CAGPRof 11%over a
periodof 10years

Annual units of Trucksand Busessold
were 8830 Thismarketshoweda CAGR
of 12%overa 10 yearperiod.

In FY 16-17 total tractors sold, were
54,992 units and the CAGRof this
market showeda growth of 3%overa5b
yearperiod.

If we assumethat the market is to
follow the samegrowth trendsin future,
these marketswould require 0.7 million
units for the car market, would require
another 0.25 million Tyrefor rest of the
marketfor the new producedvehiclesin
the comingyears

Over 1.5 million carshavebeensoldin
the previous 10 year which would also
require Tyres according to Pakistan
Automotive ManufacturingAssociation

Costof Utilities

Electricity PKRYunit Off-peak and
PKR2/unit Peakhour Source -Wb 9 t
[ 9{/ hQ

Natural Gas Uusp1822/ BTU
minimum/month since2016
(OGRA)UBKw

w NEPRAcan be requested as it deals
with variedratesasper the case

w The Punjab Board of Investmentand
Trade would ensure the best possible
facilitation for the establishment of
factory.

Fatima Fertilizer did a long term contract
with Natural gas supplier Mari Gas
Companylimited in 2006 TheLicenceshall
be valid from 17th October,2006 (effective
date) for a period of 30 yearsor till the

expiry of the Gas Purchase and Sale
Agreement between Mari Gas Company
Limited (MGCL) and the Licensee,
whichevercomesfirst, unlessthe Licenceas

revokedearlier under the provisionsof the

Ordinanceandthe Rules

Proposed_ocation

Land is available at Faisalabadindustrial
Estate Development and Management
Company (FIEDMC)and other special
economiczones Faisalabadks the industrial
hub of Pakistan,120km awayfrom Lahore,
the capital city of Punjab Province of
Pakistan The direct accessreduces the
travelingtime throughmotorway.

FIEDMGs nearthe motorway M3. M3-ICis
located at motorway M-3 at Sahianwala
Interchangenear Faisalabad

Value Added City is located near Lahore
Faisalabad Express Way , Khurrianwala
near FaisalabadBoththe industrialestates
are connectedthrough dual carriageway at
adistanceof approx 12 Kilometres

Average land cost is USBO00Qacre at
FIEDMCwith Commercial Development
costof US25.31/s¢+t of coveredarea

Portsavailablein Pakistan

The most active is the KarachiPort (SEZ
to Port- 1,180.1km).

Thenew GwadarPortexpectedoperation
in thisyear- 17633km.
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China 1,073,845 14,255,874,976
India 247 547 3,185,031,758
Thailand 150,692 2,399,803,877
Vietnam 13,065 176,303,763
Japan 12,440 238,453,908
Egypt 9,756 197,677,803

Theabovecountriesare the major importers of TBRTyres Where Chinadominates
the import of Tyresall categoriesthe Local partner interested to manufacturer
However,India, Thailand,Vietnam,Japanand Egyptare the other majorimportersof
TBRTyres

Market Size of Tyre Sector

35,974
34,298

27,000

40,000
35,000
30,000
25,000
20,000 o S 2 <
15,000 2 o 3 ©
10,000 ~ m—l
oo | iz =l izl
. Em M N N
Market Size Market Size Market Size Market Size
2011 2015 2016 2017

26,000
30,000
30,609

28,500

15,758

9,355
10,432

7,094
258
5,051
8,275
5,809
5,888

m General Tyres m Panther ®Servis ®Legal Imports ®mSmuggled

In FY 2011, the major market share was held by smuggledTyres (48%) which is
hurting the local manufacturersand new entrants in the Tyre industry Over the

period under review (2011-:2017) the current market structure has changed
positively,local playersare increasingthere market sizeand smuggledTyre market
hasshowna down surgeand decreasecdat a CAGPRf 4.7%and5.1%from last 7 and
3 yearsrespectively

In FY2017, the over all Tyre market had showna growth of 5.4% and increasedto

91b units ascomparedto 86b units in previousyear ServisTyresand GeneralTyres
represents more that 10% of market share each and shown a positive growth

throughout the period under review Moreover, legalimported Tyresrepresenting
the majority of the market share (38%) hasshownconsiderablegrowth and shown
14.9 %and 13.8 %increasen previous7 and 3 yearsrespectively

Largest local Tyre manufacturer General Tyre Production in FY
GeneralTyre hasfour market segmentsto cater 2016 in Millions
to. Theseare:

-

v The Original Equipment Manufacturers ¢
Vehicleassemblers

TheReplacemenor the After market
GovernmentDepartments/Institutions

TheExportMarket '
It has offices/ warehousesin four major //‘
cities of Pakistan and intends to add 0.043

another new office soon All automotive
Tyres produced by us are covered with
warranty.
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Transaction Structures

0 Equipment Supplier i Investor Joint Venture

Equipment

Supplier Investor

Equity in Equity for

the form of Fixed
Plant & Assets and
Machinery Working

Capital
TyreManufacturi
ng Company

Foreign Manufacturing Firm i Local Investor Joint
Venture

ForeignTyre Local
Manufacturer Investor

TyreManufacturi
ng Company
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Tyre Manufacturing Unit in Pakistan

Transaction Structures

Local Manufacturing Firm i Local Investor Joint
Venture

LocalTyre Local
Manufacturer Investor

Tyre
Manufacturing
Company

° 100% Equity Ownership of Local Investor

Local
Investor

Tyre
Manufacturing
Company
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Transaction Structures

e 100% Equity Ownership of Local Investor with
ECA financing

Plant and Local
Machinery

Supplier Investor

Payments

Tyre

Lender Manufacturing
Company

Premium
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ABOUT US - |

Punjab board of investment & trade is a provincial
trade and investment promotion agency established |
by the Government of Punjab in 2009. In todayNj
global economy, trade and investment play an
increasingly important role in generating means for
transformative change. At PBIT, we strive to ensure
that this transformative change is sustainable and
more impactful. PBIT is committed to enhancing the
global competitiveness of Punjab and its business. To
this end, we work to attract new investments in the
region and strengthen the existing ones by promoting
local investment opportunities, facilitating businesses
and highlighting the distinct advantages of Punjab as
a business location.

Incorporated under Section 42 under the Companies
Ordinance of 1984, Punjab Board of Investments &
Trade (PBIT) assists companies which intend to
invest in the manufacturing and services sectors of
Punjab. The wide range of services provided by PBIT
include providing information on the opportunities for
investments, as well as facilitating companies which
are looking for joint venture partners. PBIT acts as
Punjab’'s marketing arm and actively promotes the
province worldwide as one of the best investment
hubs in Asia. PBIT as Special Economic Zone
Authority Punjab also evaluates the
applications/proposals from Developers to declare
their Industrial Parks as Special Economic Zones. For
granting one time import duty exemption on
machinery, equipment, spare parts, consumables in
Special Economic Zones, PBIT is responsible to issue
a confirmation Letter on the status of the applicant
prior to seeking the permission from the relevant
department/agencies to claim for the exemption.
Investors are always encouraged to discuss their
project interests with PBIT officers, wherein
Information can be obtained on major public/private
projects, prevailing sectoral policy framework, existing
incentive regime, financing options, trade statistics
etc. Punjab Board of Investment & Trade is a Steering
Committee Member and the Director of South Asia at
the World Association of Investment Promotion
Agencies (WAIPA) - a prestigious world association of
organizations similar to PBIT created by UNCTAD.



