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WHY INVEST IN THE URUGUAYAN SHIPBUILDING INDUSTRY?

In 2006, a promising phase began in the Uruguaghipbuilding industry sectdavored by
intense commercial activity in the port of Montevideds a result, the shipbuilding industry
has been operating with a high degree of installed capagttijzation. Invoicing has
exceeded USD 20 million per year with new domestic and international investments being
made Given the forecasts for strong demand, new investmentscarginuallyappearing.

¢ KS Ay Rdza G NBE Q gesul@fioiBhyfeirels RfSufivityariRl profitability of other
sectors including transportation, fisheries, petroleum, defense and sétyurservices,
research, tourisnand others.

Uruguay has numerous advantages thate leadng to expanded development of its
shipbuilding industry:

e The port of Montevideo is locatedt a strategic position along the Atlantic
coast of South America.

e Proximity to large fishing areas.

e Proximity to a maritime corridor with high traffic of Panamax and Post
Panamax ships.

e Good international reputation foregvices.
e Potential market for construction of barges and tugboats.

e Creation of a local cluster with significant government support and
commitment.

e Favorable legal framework for shipyards.
¢ Highly qualified and specialized human resources.

Industry descripion

The shipbuilding indusy includes various activitiesuch as: construction, transformation,
repair, maintenance and dismantlement, as well as manufacturing of machinery and
accessories This industry requires high levels adpital and is intensiven terms of highly
skilled labor.

The shipbuilding industry has two classifications: heavy and lii¢ former includes fleets
for river andoceantransportation, while the latter entails mainly sport, tourism and coastal
fishing vessels.

Uruguay $ipbuilding Industry Cluster Association

In 2007, the Uruguayan Shipbuilding Industry Cluster Association began to take shape when
the government and the private sector assumed the responsibilityrafisforming the
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industry through a clustering of the s®r. The aim was to increase competitiveness tnd
become an active tool and meeting point for all players that participate in ship construction
and repair activities.

With economic support and methodology of the European Union, the ShipbuildingeClust
consolidated between 2007 and 2009, through the drive and coordination of the Ministry of
Industry, Energy and Mining.

The cluster hasctive participation from over 50 playermcludingshipbuilders, shipyards
and dockyards, from private and governmesgctors,maritime shops, suppliers, education
AyaadAahdziaz2yas LINARGIGS YR F328SNYYSyid 2NAl YA
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following guidelines: (i) educatioand training, (ii) technéogy and innovation, (iii) market
and (iv) shipbuilding industrial pole.

South Atlantic Shipbuilding Industrial Pole

In February 2010, the Uruguayan government and the Uruguay Shipbuilding Industry Cluster
Association signed a gratuitous loan agreemenaccessan 87-hectaregovernmentowned
property for the development ofa shipbuilding industrial pole near the port of Montevideo.
The aim is for Clustemembersto carry out productive shipbuilding project®ither
individually orthrough joint ventureswith domesticor foreigninvestors

This pole will be able to be useéby Cluster Association members or by other companies
working through joint ventures with Association memhetsvestments will be made with
private capital and will be used exclusively by the investors themselssrs of the pole
shall make payment® the Cluster Association for maintenance, technology and training.

This area will be suitable for the construction of the following:

1. Repairdocks whose sole functiois ship repairexcludingany type of commercial
port activities.

2. Dry and floating dockssynchrolifts, drydocking and vessel launching ramps, travelift
and any other means for drydocking vessels.

3. Shipyards can be set up for vessel construction or vessel parts in various materials.

4. The following shops can be set up: repair, boiler, mechaexztricity, electronics,
carpentry, hydraulics, refrigeration, etc.

5. Ship construction support shops can be set up for treating surfaces, tubing, boilers,
etc.

The site will have a technology center and a training centéfhose interested in
participatingin the pole must present their project for evaluation to the Cluster Association
administrative commissian The shipbuilding pole will be responsible for all national,
municipal and environmental permits.
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Location of the South Atlantic Shipbuilding lodtrial Pole
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The Uruguayan market and the region

Uruguay

The country is in a central geographic location for maritime and terrestrial networks in the
southern region of South AmericaSustained port activity growth in the capital city of
Montevideo and a firm push towards multimodality to enable Uruguay to become a regional
logistics poleoffer a promising futurethat can leadto increased shipNI FFA O Ay GKS
ports. As suchdeveloping a large ship repair center in the South Atlantic is a possible and
achievable goal that has been set by the recently created Uruguay Shipbuilding Industry
Cluster Association.

Since its onset in the ¥8century, the shipbuilding industry in Uyuay has had peaks of
activity in terms of both construction and repair, but has also seen ,lonainly in
construction However, in terms of repairs, activity has been sustained throughout time,
with various levels of intensity.

Currently, Uruguayis seeing an increase in demanir ship repair, mainly due tahe
sustained growth in port activity and significant demand by the fishing fleet.

In terms of ship construction, there have been recent local investments that regjthes
construction of bargesyhich in addition to possibladditional increases in demand havel le
to an upsurgein activity, not just in terms of production, but also in investment,
infrastructure and technology.
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Physical Volume Index

Ship production has been on the rise over thaspfew years In 2009, the sector's Physical
Volume Index was 43% above the base year (2006). The year 2007 saw a peak in activity
with a 62% increase as compared the base year.

Uruguayan shipbuilding industry physical volume inde:
(vessel construction and repair)
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Employed Personnel Index

The employment indicator shows that in the lakree quarters of 2009, the sector had
improvedaslevels are clearly higher than in previogsars The highest value was seen in
the lastquarter of 2009, reaching 204 (base year 2006).

Uruguayan shipbuilding industry employment inde
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On average, the Employed Personnel Index for 2009 was 81% higher in comparison to the
base year.

In terms of the number of workers, according to figures studied by members of the
shipbuilding industrycluster, the largest private company gakos Industrias Navaleg

employs between 300 and 400 operators, including permanent ssaffisonal staff and
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remaining specialized shops have an average of 10 operators.

Number of vessels entering the port of Montevideo

In 2009, 4,881 vessels entered into the port of Montewidé% less than in 2008. This is an
unavoidable consequence of the drop in world trade during 2009, which was of about 12.2%
in terms of volume according to the World Trade Organization.

Number of vessels enterinthe port of Montevideo
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Until 2008, international trade hadsenfaster than the global economy, leading to a boom

in the ship construction industry and the appearance of shipyards in Asian countries that
have absorbed 90% of worldwide vessel production. Asian countries have positioned
themselves as the main exportarsthe industry

In terms of competition or regional shipbuilding industry complementation, we must
O2Y&aARSNI GKS NBIA2y Qa O2dzy (i NA S@ParanbcNARBafal A y I
River Hydroway.
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Paraguay Paran&; La Plata Rivefdydroway

The Paraguay Paranag¢ La Plata

River Hydroway is a transportation
system serving mostly agricultural
products (soy and others),
minerals, (ion and manganese)
and fuel. Large loads may be
transported along the Hydroway

It is the main rivecommunication
and transportation artery for the
countries who share it: Argdina,
Bolivia, Brazil, Paraguay and
Uruguay The region is considered
to be one of the richest in Latin
America Its main rives include
the Parana, Paraguaand Uruguay
rivers.

This systems about 3,440 kmmong

from the Céceres port in the
extreme north (Brazil) and the
Nueva Palmira port in the extreme
south (Uruguay) The Hydroway
project ensures daytime and
nighttime navigation throughout
the year with convoys formed by
various cargo barges.

It is the natural exit point for the

production of large areas of
excellent productivity and has extensive possibilities for industrial developmditese
characteristics are a benefit for existing regional and emerging markets tsiegeallow for
the economic development of the countries involved.

Argentina

The Argentine industry is composed of a fewt large shipyardas well as a large number of
small and medium sized productive unit80% of vessel construction and repairsfards
are located in the province of Buenos Aires.

The Buenos Aires Association of the Argentine Shipbuilding Industry and the Chamber of
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