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OPPORTUNITY DESCRIPTION: A local hydraulic motor assembly facility to cater increasing demand across manufacturing, material handling, construction and
other earth moving equipment.

MARKET SIZE — ®INVESTMENT HIGHLIGHTS ¢ VALUE PROPOSITION —
KSA & GCC HYDRAULIC MOTOR MARKET Expected Investment size of USD*: 29 to 30 Mn The current demand for hydraulic motors in KSA is met
USD Mn (USD MN), 2018 TO 2026t _ _ through imports where local hydraulic system assemblers/
CAGR Plant capacity”: 68,000 to 70,000 units integrators source hydraulic motors from global OEMs and
KSA = Gcc* 2022-26 Expected IRR#: 15.6% supply in the local market through system integration?2
- Export potential — Setting up local assembly in KSA allows
s e n w B B 3.9% Payback period™: 8.03 years access to trade routes via KSA that account for 13% of world
5 @ © © Job Creation** ;: ~ 260 to 280 trade.
GDP Impact*: USD 26 Mn Infrastructure - special economic zones, Industrial
¥ & & & g g S 4.4% townships, and technically oriented academic institutions
provide world-class infrastructure and competitive access to
2018 2021 2022 2023 2024 2025 2026 The proposed investment highlight is for a facility that can undertake assembly of utilities and human capital.
* Excludes KSA both hydraulic and pneumatic motors
? KEY DEMAND DRIVERS ? RAW MATERIALS — 1% GLOBAL TRENDS

The Saudi construction industry has registered Cast iron or aluminum alloy for cylindrical block, swash The global hydraulic motors market is estimated to be $11.5
the strongest quarterly growth since 2014, plate, and piston shoe billion in 2021, growing at a CAGR of 4.7% till 2027 to reach
accounting $7.6 billion in Q2 of 2022° Metal alloys (stainless steel, titanium, cast iron, low carbon $14.8 billion.

steel, nickel) for drive shafts, directional control valves, Globally, piston motor sub-category accounts for over 40% of
Strategic mega construction projects such as motor casing the market share as a result of its adaptability to dynamic load
NEOM, Qiddiya, Red Sea, Jabal Omar, Amaala, SAE 52100 chrome steel for bearings conditions, volumetric efficiency, and provide high torque
Ad Diriyah, Al Widyan, King Salman Park, outputs. The development of smart-user interfaces (Ul) that
Jeddah Tower, Jeddah and Riyadh Metro, etc. simplify motor controls and provide remote monitoring is
will create a strong demand for construction gaining wide market traction, also leading to more job creation.
equipment such as excavators, industrial Low-speed hydraulic motors are expected to grow the fastest
cranes, and winches where hydraulic motors are due to demand for low-speed high-torque applications in
used predominantly industrial machinery equipment.

Source: Team Analysis of published strategy documents, reports from SEC & IKTVA publication, independent market reports, UN Comtrade data, Note: CAGR — Compound Annual Growth Rate, USD — United States Dollar, Mn — Million. Bn — Billion, Tn — Trillion, SAE —
General Authority of Statistics data and industry interactions 2Team analysis; 2 Zawya-Refinitiv; 4International Energy Agency (IEA). *Expert Society of Automotive Engineer, OEM — Original Equipment Manufacturer. Opportunity potential is defined basis current import 2
interviews (assumptions), financial statements of peer companies, team analysis. The proposed facility is expected to manufacture mobile hydraulic dependency — High refers to >80%, medium >50 to 80% and low <=50%. *Job Creation covers direct and indirect job
solutions including motors, pumps, valves, sensors & transmitters, electronic controls
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¢ SCALABILITY AND LOCALIZATION IMPORT DEPENDENCY ENABLERS & INCENTIVES
Grade: | Low High Of the total imports for finished hydraulic Customs duties exemption on imported machinery, equipment, raw materials
. . ] motors in the country, an estimated 85% and spare parts utilized for industrial purpose
Local hydraulic system integrators and service to 87% of the imports originate from Access to local content initiatives and programs at demand centers
providers can con_S|der expa_mdlng capabllltlgs to HCC* USA, Germany, UK, Finland and HRDF covers monthly salaries of up to 30% for Saudi employees (extra 10%
assemble hydraulic motors in KSA. Alternatively, a : for females) for 2 years
- . . Italy are amongst the leading HCC that ; . ,
new facility can also be considered for catering to it finished hvdrauli tors 1o KSA Expat worker levy waived off for industrial manufacturers
the local demand exSpo |n|sf ed hydraulic r:co ors IO ' Tax rebates on exports, raw material imports, and 50% tax credit on Saudi
Further, with the opportunity for manufacturing Eor': rg{aenvL\j/i?hc?rj]:aesr; ﬁ@cefoerctlve y ganonal worker's Pé(ljy][OH ﬁ training costs ]fc|>r 10 years
components such as valve plate, pistons, cylinder P ) . -year grace period for the repaymentof loans .
block ,etc. locally through casting, forging & manufacturing of hydraulic motors Un?re_c?del?[tedl acc(:je_s?jto ta_ dllve_rsn‘leld value chain - especially raw
AP ' . ' materials (steel and industrial minerals
machining facilities, assemblers could improve local I(;rszltilznstignstrong case for product ( )
content contribution in the value chain ' ® COST OF DOING BUSINESS IN KSA  —]
¢ VALUE CHAIN I Factor Ranking amongst regional peers
Upstream lications*
P App Electricity tariffs for $48
industrial pl
1. Raw material extraction 1. Metal Working 1. Motor assembly 1. Construction ST e Adadl
(Mining) 2. Fabrication 2. Testing & inspection 2. Water
2. Mineral beneficiation & 3. Machining Treatment Productivity adjusted $3.3
processing —steel & steel 3. Petrochemicals wages /hour
alloys, aluminum, nickel, & Chemicals
etc. Logistics Performance 32
3. Casting & Forging Index (1-5) :
Immediate localization opportunity Construction Costs
(Indexed to US, % 0 is 2.7
® KEY STAKEHOLDERS cheapest)
Lafiw\I &)lj = (L b mussman s, sbialists (N
‘?{ *inisiry oflnves{!njer% {;: :th:ﬂ‘ feﬂ Saudi Electricity Company “I—*—“"—“I‘J“J“JU‘E %.\- !. Ease of getting credit 50
Logos sourced from entity website (0-100)
Source: “UN Comtrade & ITC Trademap analysis Note: HRDF - Human Resources Development Fund,
) ) Scalability & Localization Grade is defined as Bottom Top Top Top 3
1. high — if the set up can support localization of multiple product categories, 250 75% 50% 250

2. medium — if multiple products within a category can be localized and
3. low — if it supports localization of a single product only. *Only key applications are highlighted



DEFINITIONS

# ‘ SCORECARD SECTION ‘ DEFINITIONS

Size of market in value/volume in KSA and/or Region (MENA/GCC) covering future projections based on available estimates

1 ML S from published /government sources

2 Business drivers A select number of factors that will influence future demand for the related product/service

An overview of key financial metrics summarizing the investment opportunity along with the expected return based on the

3 SIRTEEERT W e suggested investment size

8l Value proposition Summary of key differentiators that position KSA as a strategic choice over other regional/global peers

5 Market readiness An overview of KSA market structure, market maturity and level of participation by local and global players

I Global trends Latest business developments within the sector/product category

Ease of scaling the business across the value chain or into new adjacent products or geographies that would maximize the

! =l e EEe! P e opportunity’s investment returns and the ability and potential to locally manufacture the product and its components

An overview of the countries from which Saudi Arabia is importing the product and their value/volume and share in total

Il Import dependency imports

CHl Value chain analysis The process or activities that would potentially need to be carried out to deliver the underlying product or service

Government institutions, organizations, and/or authorities that participate or influence the market for the underlying

iU Key stakeholders product/service

11 ESRELIEIES Factors that enable investment in the underlying opportunity

Key factors that position KSA as a competitive destination for investment in the region. Productivity adjusted wages do not
12 IS HIR IR JIVSLHEERINIGT- M include cost of $1.23/hour towards annual recurring charges including work permit, resident identity (igama) and health
insurance
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DISCLAIMER

This material must be used only to access information, and
the information must not to be construed, under any
circumstances, explicitly or implicitly, as an offer to sell or
a solicitation to buy or sell or trade in any opportunity
herein mentioned.

Ministry of Investment (MISA) has no undertaking to
update these materials after the date, with the
understanding that such information may become
outdated or inaccurate.

Mentioned information in this material is obtained from
reliable sources but its accuracy and reliability are in no
way guaranteed. No guarantee of any kind is tacit or
explicit when projections of future conditions are
attempted. MISA has used public/or confidential data and
assumptions and has not independently verified the data
and assumptions used in the analyses. Changes in
underlying data or operating assumptions will clearly
impact the analyses and conclusions.

The financial evaluations, projected market and financial
information, and conclusions contained in these materials
are based upon standard methodologies, are not definitive
projections, and are not guaranteed by MISA
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The content of this material must not be construed as an
implied promise or guarantee for profit or limited loss
express or implied by or from MISA or any of its officers,
directors, employees and affiliates. All mentioned
iInvestments in this material are subject to risk, which
should be considered prior to making any investment
decisions

MISA shall have no liability whatsoever to any third party,
and hereby any third party waives any rights and claims it
may have at any time against MISA with regard to this
material, any services or other materials, including the
accuracy or completeness thereof.
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