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1995 2000 2005 2010 2014 2014
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* Gross value added (GVA) plus taxes minus subsidies equals GDP; at the sector level, GVA is used in place of GDP.

SOURCE: IHS Global Insight; McKinsey Global Institute analysis
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Compound
Iran sector gross value added (GVA) by 2035 annual growth New jobs
$ billion, real exchange rates ratea% Millions
QOil and gas
Retail

Public sector
Transport
Agriculture
Real estate

Financial services

Professional and other services- 63
Fast-moving consumer goods - 62
Construction - 59
Tourism E- 59
Automotive - 58
Petrochemicals - 39
Utilities E- 35
Basic materials E- 33

IcT 72
Health care E. 27

Other manufacturing’ i. 24
Mining “ 10
Pharmaceuticals 46 7

Total GDP" @ -

Note: Numbers may not sum due to rounding.

" Difference between the sum of the sector GVAs and GDP is explained by taxes and subsidies.

® Estimates for 2014 GDP vary from $362 billion to $416 billion, depending on source; the range in future GDP is driven by this baseline variance.
® Includes 1.12 percentage points per sector from real exchange rate appreciation.

4&’[her manufacturing includes textiles, paper and pulp, printing and publishing, machinery, equipment, appliances, and others.

B 2014 GVA ® GVA growth by 2035

SOURCE: McKinsey Global Institute analysis
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Revenue per unit of plant, property, and Cereal yield, thousand kg per hectare, 2014
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Based on largest telecom operators in each country.

SOURCE: IHS; ILOSTAT; World development indicators, World Bank; Spanish Ministry of Industry; French CCFA; German STABU; VDA; US
BLS; SIE;
Turkey Workplace & Insured Persons Statistics; company financial statements; McKinsey Global Institute analysis
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Macroeconomic indicators, 2014

GDP per capita GDP Govemment debt-to-GDP ratio

$ thousand, nominal $ billion, nominal % of GDP

Spain I 0.4 I 1410 Spain I GC
South Korea [ININENEGE 5.2 I 1.410 Egypt I o0
Poland [ REF N =0 Vietnam I 57
Malaysia NN 11.3 540 Malaysia NN 55
Mexico I 0.3 I 1.290 Poland I 50
Turkey I o2 [ EL] Mexico I =0
South Africa il 6.5 I 30 South Africa N 46

Iran Bl 5.4 B 415 Philippines I 36
Indonesia [l 3.5 [ Bl South Korea I 36

Egypt a2 I 220 Turkey . 24
Migeria | e | Indonesia [l 25
Philippines 2.2 Bl z&0 Iran N 16

Vietnam Bzo B =0 Migeria B 10

8 cities have more than
one million inhabitants

66%
of population
undear 35

Tehran

Tabrlz
1.5

1.4 of population
80 million lives in cities

|zfahan

1.8

1.3

Population

3/4 of

Largest gas reserves
and 4th-largest oil
reserves in the world

10th-largest produc-
er of petrochamicals

9 of top 10 consumer
brands are domestic

19 UNESCO
World Heritage sites

56% of households have
Income over $20,0001

Largest automotive
market in the Middle East

60% of Iranians
have acess to 3G/M4G
networks

Top 10 reserves of
iron ore, copper, and zine

Over half of all
houssholds own
computers

90% of
pharmaceuticals are
produced domestically

Met exporter
of electricity

75% debit-card
peneiration raie

1 In purchasing power parity.

BOURCE: UNCTAD, World Investment Repont 2015, IMF World Ezonomic Outlock Databass, October 2015; McKinsey Global Institute Cityscope;
MecKinssy Global Institute analyels
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Sectoral contribution to Iran’s total gross value added

%
Public sector— [le}
25 23
Agriculture—
47
56 )

Retail—
Transport— n
Real estate—

__ Professional and
other services
75 77 Construction—
Consumer goods-
Automotive—
53 Utilities—
44 Tourism—
3 — Financial services
Sasic materials - EEEEE pformation and
Health care 2— communications
— 2 technology ‘
Mining 1— — 2 Other manufacturing
9 — 1 Pharmaceuticals

1995 2000 2005 2010 2014 2014
B OQOilandgas m Other

* Gross value added (GVA) plus taxes minus subsidies equals GDP; at the sector level, GVA is used in place of GDP.

SOURCE: IHS Global Insight; McKinsey Global Institute analysis
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1
Number of graduates in engineering-related degrees, 2013
Thousand

India’ e, o2
ina’ I, -
China

36% of Iran’s graduating cohort in
2013 received an engineering-
Japan _ 168 related degree

South Korea - 148
Indonesia - 140
Ukraine I 0

Mexico B

' Engineering, manufacturing, and construction fields of study, except for India and China (see below).
% India figures based on 2013 intake figures, for engineering only.

® China figures based on 2012 graduates in materials science, mechanical engineering, instrument and meter, electronics and information, civil
engineering and agriculture, hydraulics, survey and measure, chemical engineering and pharmaceuticals, transportation, light industry, textiles and
food, aeronautics and astronautics, weaponry, engineering mechanics, and biotechnology.

SOURCE: UNESCO Institute for Statistics; government statistics for India and China; McKinsey Global Institute analysis
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Household income distribution, 2015

%

2 2

50
59

69

a

. 14
—c M.

United Germany Turkey
States

Indonesia China India Brazil

B>70 ®20-70 W75-20 <7.5

Income categories
$ Thousand, 2005 purchasing power parity

Note: Numbers may not sum due to rounding

SOURCE: McKinsey Global Institute Cityscope
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Iran’s cross-border flows, 1995-2014
$ billion, nominal
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' In 2009, nominal capital flows were -$3 billion.

SOURCE: UNCTADstat; World development indicators 2015, World Bank; McKinsey Global Institute analysis
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Compound annual

Iran sector GVA by 2035
$ Billion, real exchange rates

i and gas I Y 25
Harnessing Agriculture
natural
resource Petrochemical
endowments etrochemicals
Mining
Retail

Nurturing inter-
nationally
competitive

industries

Fast-moving consumer goods
Tourism

Automotive

Basic materials

Other manufacturing4

Public sector

Transport
Expanding and
modernising Real estate
infrastructure

Construction

Utilities

Transitioning
toa

Financial services

Professional & other services

knowledge- ICT
based
economy Health care
Pharmaceuticals 5 7
1
Total GDP @ -

Note: Numbers may not sum due to rounding
* Difference between the sum of the sector GVAs and GDP is explained by taxes and subsidies.
? Estimates for 2014 GDP vary from $362 billion to $416 billion, depending on source; the range in future GDP is driven by this baseline variance.
*Includes 1.12 percentage points per sector from real exchange rate appreciation.

“ Other manufacturing includes textiles, paper and pulp, printing and publishing, machinery, equipment, appliances, and others.

SOURCE: McKinsey Global Institute analysis
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1
Technical cost per barrel of commercially recoverable reserves, upcoming projects

$ per barrel, 2015 real

2
Global average , upcoming projects = 29

Iran® United  Algeria Iraq Russia Canada Nigeria Brazil United  Angola
Arab States
Emirates

13
- -

11

B Opex m Capex

! Total expenditure (not including taxes and royalties) over lifetime of field in real 2015 USD divided by total commercially recoverable reserves; includes fields with

associated gas counted as million barrels of oil equivalents (mmboe); “upcoming projects” includes “probable development” and “under development” fields in the Wood
Mackenzie Upstream Data Tool Q1 2016.

: Weighted average for all countries with upcoming projects
® Assessment based on government estimates, industry analysts, and Iraq’s adjacent Majnoon field operated by international players.

SOURCE: Wood Mackenzie Upstream Data tool Q1 2016; Syd Nejad, “Is Iran worth the risk?” Oil & Gas Journal, December 2015;
McKinsey Global Institute analysis
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Potential gas demand in 20351
Billion cubic meters per year, run rate

S
n

I

= p
o <
o

Power

Industry 0

Domestic consumption
Residential and

commercial
Petrochemicals 20
Reinjection to boost B
: 30
oil exports
Regional pipeline exports 10 ; > Exports
S S S — o - e T Projected 2035 supply of
400 bem p.a.

550 bcm of potential demand

B 2015 ® 2035 potential increase

1 Assuming absorption of required investment; with the exception of 15 bema from Iran LNG, all LNG projects would require intemational capex for
starts after 2025.

SOURCE: McKinsey Global Institute analysis
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Global ethylene cost curve by plant, 2015"
$ thousand per tonne, nominal, per plant
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10 - Average spot price,

0.8 - Iranian plants have a major cost advantage
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Effective
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*Plant gate costs; based on prices in United States, Western Europe, NEA, SEA, and Middle East netbacks (South America costs based primarily on Western Europe
prices); each cracker’s cost based on estimated feed mix, scale, and estimated yield efficiency estimate. Net cost of ethylene (total feed, utilities, and fixed cash costs
less byproduct credits), based on 2015 average prices, crude WTI $45.80/billion barrels of oil.

2Assumes 93% utilisation for each plant.

SOURCE: McKinsey global ethylene cost curve; IHS; McKinsey Global Institute analysis
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Iron (content) reserves

Billion tons

I
Brazil - 16
Russia - 14
China . 7
India . 5

Ukraine I 2

Australia

Sweden I 2
United States I 2
Iran I 1

Kazakhstan | 1

ol bl S5 5155 Ol o YL L 538 Ve 55 Ol !

Copper reserves
Million tons

Chile “ 210
. -
Peru - 82
Mexico - 46

United States . 33
China . 30
Iran . 30
Russia . 30

DRC I 20

Australia

Zambia I 20

Zinc reserves
Million tons

Australia - 63
China - 38
Peru - 25

Mexico . 15

Iran . 11

United States . 11

India . 10

Canada I 6

Bolivia I 5

Kazakhstan I 4

SOURCE: United States Geological Survey Mineral Commodity Summaries, 2016; IMIDRO, 2015; Ghorbani, 2013; McKinsey Global Institute analysis
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Annual freshwater withdrawals Water consumption per capita Water consumption by sector
Billion cubic meters Cubic meters %
Mexico 80 640 14 | 9 77
Egypt 68 762 8 6 86
Turkey 40 517 15 11 74
Venezuela 23 736 23 3 74
South Africa 13 232 31 6 63
Malaysia 11 15 35 43 22

B Domestic MW Industrial B Agriculture

SOURCE: World development indicators, World Bank; UN Population Division; McKinsey Global Institute analysis
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Total 2035 projected
annual car sales of target
countries combined

8.5 million-

10 million units

Total Iran auto

export potential in 2035
350,000 units

SOURCE: McKinsey Global Institute analysis
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> Estimated range of Iranian exports M Existing plants B Plants under construction

SOURCE: Hamid Reza Tarik, “Iranian Exports and New International Cement Standard”, Irancement.com; McKinsey Global Institute analysis
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Retail sales per capita, 2014
$, purchasing power parity

United States 8,952
Japan
Germany
Iran

Russia

Turkey

Malaysia 3,693

2,562

Mexico
Vietnam 2,487

China 2,479

Brazil 1,895

India - 1,250

Nigeria I 464

A

Average 3,912

SOURCE: Euromonitor International; World Bank; McKinsey Global Institute analysis
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Total retail sales, 2014
$ billion, purchasing power parity
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Proximity index
Distance index to EU and United States'

Tourism GDP per capita, 2014 Iran 2035 potential @ Iran

7Index value calculated as minimum distance between capital and Belgium (Brussels) or United States (New Orleans) using latitude and longitude

SOURCE: UNESCO; WTTC; UN Population Survey; McKinsey Global Institute analysis
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Domestic credit to private
Loans outstanding, 2014 Non-performing loans, 2014 sector by banks, 2014
% of GDP 9% of outstanding loans? % of GDP
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State-owned and semi-privatised banks dominate the sector

Operational performance,
Banks by type of 20123
ownership, 2012 Profitability, 20123 Deposits per branch, Liquidity risk, 20122
% of loans Capital return, % $ million?* Current assets / deposits, %

m
—  r
-

! Data for lran from the IMF staff report for the 2014 Article IV consultation, March 2014,

# Semi-privatised banks have state-refated shareholders.

3 Excludes specialised state-owned banks {e.g., agriculture bank)

* Rial conversion to doliars using the official exchange rate of 12,260 at the end of 2012, announced by the Central Bank of Iran.

—
SOURCE: McKinsay Global Institute Financial Assets database; World development indicators, World Bank; Ahmadian, Azam, Bank markat share analysis,
Meneatary and Banking Research Institute, Cenfral Bank of the Islamic Republic of lran, working paper number MBRI-9223, 2013; Ahmadian, Azam,
Evaluation of health indicators, Bank of fran, Monetary and Banking Research Institute, Central Bank of the Islamic Republic of fran, working paper number
MBRI-9222, 2013; “Istamic Republic of lran: 2014 Articla IV consultation. staff report; press release; and statement by the executive director for the Isiamic
Republic of Iran”, IMF, April 2014; McKinsey Global Institute analysis
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Financial asset market composition, 2014
%, $ trillion

58.6

100% = 191.7

Debt
securities’

Stock market
capitalisation
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Top 10 Next 11 Emerging Iran
developed emerging economies
economies  economies average

" The total value of debt securities (Islamic participation papers, sukuks, and CDs) traded on Tehran exchange market in 2014 was $570
million. Banks and large projects also issue some Islamic participation papers that do not have any secondary market and only can be
cashed through the banking system.

SOURCE: McKinsey Global Institute Financial Assets database; Tehran Stock Exchange monthly bulletin; McKinsey Global Institute analysis
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Financial depth, 2014
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GDP per capita, 2014
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"Calculated as a country’s debt and equity outstanding divided by the country’s GDP.

SOURCE: McKinsey Global Institute Financial Assets database; World development indicators, World Bank; McKinsey Global Institute analysis
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2015
Mobile Smartphone Average revenue 3G/4G
penetration Telecom spend penetration per user penetration
% of population % of GDP % of population $ per month % of population

Pakistan I 67

Turkey l 95
g B
Iran . 142

SOURCE: Analysys Mason; Strategy Analytics; WCIS; McKinsey Global Institute analysis
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McKinsey Location Readiness Index (LRI)
1 = least attractive; b = most attractive

1 2 3 - 5

Cost

Talent pool

Infrastructure
quality

Risk profile

Environment

Overall scorg! =——@=— Warsaw =——@— Bangalore =—fll=— Tehran =—@— Kuala Lumpur =—@=— Singapore
3.4 3.8 3.9 3.9 4.2

' Weighting of overall score based on 30% for cost, 30% for talent, 13% for infrastructure, 13% for risk profile, 14% for environment.

SOURCE: McKinsey LRI database; McKinsey Global Institute analysis
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SOURCE: Iran Railways; Council on Foreign Relations; International North-South Transport Corridor; McKinsey Global Institute analysis
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Residential real estate price performance
Index: 100 = 2000, real local currency units
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SOURCE: Bloomberg; Bank for International Settlements; Statistical Centre of Iran; Bloomberg; Bank for International Settlements; S&P 500;
UK Land Registry; McKinsey Global Institute analysis
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Process Downstream Power Ports Waste and Commercial Railways
industries oil and gas water real estate

Construction time!
Years

B |ran B Regional average?

1 Includes delays due to sanctions and conflict.
2 Average of Iraq, Qatar, and United Arab Emirates.

SOURCE: McKinsey Infrastructure Projects Analytics Tool; McKinsey Global Institute analysis
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550 3,500

650 -

Domestic
investment

Other foreign
investment

Foreign direct

investment
Expanding and Transitioning to Nurturing Harnessing Total cumulative
modernising a knowledge- internationally natural resource investment
infrastructure based economy competitive endowments
. . industries i

Transport Financial _ Oil and gas
Utilities services Automotive Petrochemicals
Real estate Professional Basic materials Mining
Construction services FMCG Agriculture

ICT Retail

Pharma-ceuticals Tourism

Health care

Note: Numbers may not sum due to rounding.

SOURCE: Management and Planning Organization comments on Sixth Five-Year Development Plan, February 2016; McKinsey Global Institute analysis
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Foreign direct investment (FDI) inflows to Iran®
$ billion, nominal

@

1.7 1.7__‘

11 12 13 2014

28 27
09 10

Potential opportunities in Iran

Ly

2007 08

Iran’s FDI stock, 2014

%

Chemicals

Automotive

Metals

2

Other

Coal, oil

gas

i 120 megatons of Additional
( E;ﬁgigr?ﬂ\;vp‘m;?h additional _ 60 megatons of
ﬂ plants petrochemical iron ore
capacity production
i 36 million tons
8 greenfield auto
ﬁ production ;OO:QOO g// per year
facilities ospital beds “ N additional steel
capacity
by 2025

Foreign companies with operations in Iran

* 49% stake in the telco operator MTN
MTN Irancell
(South
Africa)
PSA + Joint venture with Iran Khodro to
Peugeot produce 3 vehicle models in Iran
Citroén
(France)

! 2012 data not available.

Ferrovie
dello Stato
Italiane
(Italy)

.

Nestlé
(Switzerland)

« Agreement signed to cooperate with

RAI (Iranian Railways) on construction
of two high-speed rail lines

Operations at local factories in Iran
Products in Iran include Jenny Craig
and Haagen-Dazs ice cream

? Stock breakdown based on data as reported between January 2003 and September 2015.

and natural

YUK
Ol 53 g€ Ak

FDI stock, 2014
$ billion, nominal

Venezuela . 30
Iran - 43
UAE P 116

South Africa

I 145
I 69
I 182

Turkey

South Korea

indonesia [N 253
Mexico —— ass
At least 25 new
More than : :
500 hotels container ships to

export oil and gas

At least 6 mobile
virtual network
operator
(MVNO) licenses

$17 billion in
sovereign debt to
be issued in 2016

+ Continuous presence selling medicine

Novo with more than 100 staff in Iran
Nordisk + Plans to build local manufacturing
(Denmark) plant

+ Factory in Qazvin employs around
Unilever (UK/ 300 and produces soaps, tea, and
Netherlands) detergents

SOURCE: UNCTAD, World investment report 2015; fDi Markets, Iran Inward FDI January 2003 to September 2015; Dealogic Analytics; fDi Markets database;
Financial Times; MTN South Africa; PSA Group; Ferrovie dello Stato; Nestlé; Unilever; McKinsey Global Institute analysis
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Labour productivity in automotive
Automobiles per manufacturing employee, 2014
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Labour productivity in metals
Output per worker, $ thousand, 2014
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Agricultural productivity
Cereal yield, thousand kg per hectare, 2014
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SOURCE: IHS; ILOSTAT; World development indicators, World Bank; Spanish Ministry of Industry; French CCFA; German STABU; VDA; US
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Turkey Workplace & Insured Persons Statistics; company financial statements; McKinsey Global Institute analysis
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Consumer price index, %
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NOTE: Data points are for March, Iranian year end. Money consists of currency in circulation and sight deposits.
Inflation calculated as average annual rate.

SOURCE: Central Bank of Iran; McKinsey Global Institute analysis
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Share of high-skilled employees, 20151
%

Quality of mathematics
and science education
Ranking, 201415

Avyerage = 222
34 South Korea
36 Indonesia
-4 Iran
51 United States
56 China
59 Russia
63 United Kingdom
67 India
70 Philippines
82 Vietham
a8 Turkey
104 Pakistan
128 Mexico
131 Brazil
132 Nigeria
136 Egypt
144 South Africa

1Using BRICs, next 11 countries, and OECD benchmarks for comparison.
2 Average excluding Iran.

SOURCE: Human capital report 2015, World Economic Forum, 2015; Global competitiveness report 2014—15, World Economic Forum, September 2014;
McKinsey Global Institute analysis
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Ratio of minimum wage to average value added per worker, 2014

World average = 0.32

South Africa 0.66

Philippines 0.65
Indonesia
Nigeria
Iran
Vietnam

China

Brazil

South Korea 0.28

|
0.28

United Kingdom

Pakistan

o o
NN
ES

Russia

United States 0.20

India s os
France _ 0.14
Turkey _ 0.12
Mexico - 0.10

" Iran is ranked 38th out of 153 countries.

SOURCE: Doing business 2014: Understanding regulations for small and medium-size enterprises, World Bank, October 2013;
McKinsey Global Institute analysis
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Sector ngég Italy Germany Russia France Japan China India UK Others Total
Oil and gas 10 8 1 8 2 6 2 2 2 13 54
Transport 6 4 6 3 5 5 1 2 8 40
Automotive 2 4 3 4 5 18
Financial services 2 1 5 1 1 1 6 17
Metals and mining 4 1 1 1 1 4 3 1 16
Infrastructure 10 2 1 1 6 1 21
Healthcare 4 4 2 10
Trade 2 1 1 2 1 2 9
Energy 2 1 3 1 5 12
Chemicals 1 1 1 1 1 2 7
Professional Services 1 1 1 1 4
Telecom 1 1 1 3
Manufacturing 1 1 1 3
Tourism 1 3 4
Pharmaceutical 2 1 3
Consumer 1 1 2
ICT 1 1
Agriculture 2 2
Total 40 26 21 21 16 15 13 12 7 55 226

Out of the 226 deals, values have been
announced for at least 52 deals totaling more
than $130 billion

! Data as of May 27, 2016

SOURCE: McKinsey Global Institute analysis
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