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DNB Markets Shipping Team
Dry bulk panel

Moderator: Nicolay Dyvik

Nicolay Dyvik +47 24 16 91 87 | nicolay.dyvik@dnb.no
Petter Haugen +47 24 16 91 86 | petter.haugen@dnb.no

Jargen Lian +47 24 16 91 88 | jorgen.lian@dnb.no MARKETS



PRESENTATION - MUST BE READ IN CONJUNCTION WITH PUBLISHED RESEARCH 2 2

Returns are volatile in shipping, hence why timing for investors
(and owners) is key

The average ROCE earned by all segments during the period 1997- H1 2016 was 6.2%
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All shipping segments suffer from rates below cash break even
- how to pick the right entry point as cash burn with risk of equity dilution could be painful?
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Dry bulk orderbook to fleet ratio stands now at 10% (DNB estimate)
- Several generalists that looks at shipping often say that supply is key when deciding the
time to invest as demand is easier to get wrong?
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Dry bulk supply side
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DNB Markets 2016 supply estimate revisions since January
- 2016 deliveries likely to come inn 2.3% points lower compared to our January forecast
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Slippage in the dry bulk order book in 2010-2015 averaged 34% and

slippage YTD (incl. July) is estimated at 40% - how flexible are the
yards?

Share of order book not delivered (%)
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YTD 2016 (including July) dry bulk scrapping of 22.9m dwt equates to

5% of the fleet (annualised)
- We expect 4.1% scrapping in 2016, 2.6% in 2017, and 2.4% in 2018
- Average age of scrapped ships has declined significantly during 2016
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2013-2015 ECO vessel ordering boom a one-off in shipping history due
to high oll price — not likely to be repeated?

: _ Ordering of
World contracting down 70% YOY (run-rate) and at its ECO-vessels

lowest level in more than 20 years (nominal volume)
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We expect new orders of 2.3% of the fleet for 2016, 1.7% in 2017, and
1.8% in 2018

Historical and model contracting as % of fleet
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DNB Markets fleet growth estimates (%)
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Dry bulk demand side
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annual export growth in 2016—-2018e which is more than we expect...

Expected export growth of 5-6% annually

from our survey respondents...
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The respondents to our annual iron ore- and coal survey expect 5—6%

13

...is higher than the 2-3% dry bulk demand growth

we expect.
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... but if domestic declines in Chinese mining continue, a significant
positive to dry bulk, our survey respondents can supply the commodities

needed.

Chinese coal production down 13% YTD...
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..while imports are up 8%.
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or if we will see demand growth in the years ahead
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Investors often ask us if dry bulk demand is up for a structural decline

- some fear a repeat of 2015 coal trade, how should we think about that?

Annual growth in dry bulk trade by commaodity (m
tonne)
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Increasing commaodity prices, for the first time in years, imply wider
geographical arbitrages...

Prices for the main dry bulk commodities is up 15-50% ...which makes all the difference in the world wrt
YTD... willingness to pay for transportation services
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Dry bulk, utilization, asset values and
rates
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DNB Markets dry bulk utilisation forecasts (%)
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We argue dry bulk is not-that-over-supplied-market due to historical
speed reductions is what is needed for meaningful improvements in
dry bulk earnings.

We reiterate our belief that the dry bulk market is not And we continue to expect a gradual recovery
massively over-supplied when speed is accounted for
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DNB Markets 9 September dry bulk rate forecast changes

- 2016 dry bulk rates developed in line with our January expectations, what next?

Estimate revisions, Capesize rates Estimate revisions, Panamax rates
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3 year capesize TCE rate up 40% since March, but resale price up
only 4%7?
- DNB Markets: “Recovery in earnings should also come with a recovery in asset prices;

the Capesize resale can easily appreciate to USD44-45m (up ~20% from USD36-37m
today)”

Asset prices are still considerably lower than the bottom in ...and a ketchup-effect can now easily materialise
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Dry bulk asset values at an absolute low point — how much could

values increase?

- Capesize resale (newbuild just delivered from shipyard) is valued today at USD37m

- DNB Markets forecasts that one year forward a capesize resale could go up by + 20%
(30% on average as older tonnage goes up more)

- If values goes up 50% than we are almost back the levels we saw during the peaks of 2014
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IMPORTANT/DISCLAIMER
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the Presentation should seek further guidance regarding such restrictions before distributing the Presentation.

The Presentation is for clients only, and not for publication, and has been prepared for information purposes only by DNB Markets - a division of DNB Bank ASA registered in Norway with registration number NO 984 851 006 (the Register of
Business Enterprises) under supervision of the Financial Supervisory Authority of Norway (Finanstilsynet), the Monetary Authority of Singapore, and on a limited basis by the Financial Conduct Authority and the Prudential Regulation Authority
of the UK, and the Financial Supervisory Authority of Sweden. Details about the extent of our regulation by local authorities outside Norway are available from us on request. Information about DNB Markets can be found at www.dnb.no.

Additional information for clients in Singapore

The Presentation has been distributed by the Singapore Branch of DNB Bank ASA. It is intended for general circulation and does not take into account the specific investment objectives, financial situation or particular needs of any particular
person. You should seek advice from a financial adviser regarding the suitability of any product referred to in the Presentation, taking into account your specific financial objectives, financial situation or particular needs before making a
commitment to purchase any such product. You have received a copy of the Presentation because you have been classified either as an accredited investor, an expert investor or as an institutional investor, as these terms have been defined
under Singapore’s Financial Advisers Act (Cap. 110) (“FAA”") and/or the Financial Advisers Regulations (“FAR”). The Singapore Branch of DNB Bank ASA is a financial adviser exempt from licensing under the FAA but is otherwise subject to
the legal requirements of the FAA and of the FAR. By virtue of your status as an accredited investor or as an expert investor, the Singapore Branch of DNB Bank ASA is, in respect of certain of its dealings with you or services rendered to you,
exempt from having to comply with certain regulatory requirements of the FAA and FAR, including without limitation, sections 25, 27 and 36 of the FAA. Section 25 of the FAA requires a financial adviser to disclose material information
concerning designated investment products which are recommended by the financial adviser to you as the client. Section 27 of the FAA requires a financial adviser to have a reasonable basis for making investment recommendations to you as
the client. Section 36 of the FAA requires a financial adviser to include, within any circular or written communications in which he makes recommendations concerning securities, a statement of the nature of any interest which the financial
adviser (and any person connected or associated with the financial adviser) might have in the securities.

Please contact the Singapore Branch of DNB Bank ASA at +65 6212 0753 in respect of any matters arising from, or in connection with, the Presentation.

The Presentation is intended for and is to be circulated only to persons who are classified as an accredited investor, an expert investor or an institutional investor. If you are not an accredited investor, an expert investor or an institutional
investor, please contact the Singapore Branch of DNB Bank ASA at +65 6212 0753.

We, the DNB group, our associates, officers and/or employees may have interests in any products referred to in the Presentation by acting in various roles including as distributor, holder of principal positions, adviser or lender. We, the DNB
group, our associates, officers and/or employees may receive fees, brokerage or commissions for acting in those capacities. In addition, we, the DNB group, our associates, officers and/or employees may buy or sell products as principal or
agent and may effect transactions which are not consistent with the information set out in the Presentation.

Additional Information for Recipients in the United States:

The Presentation does not constitute an offer to sell or buy any financial instrument and does not provide, opinions, or recommendations with respect to securities of an issuer or an analysis of a security or an issuer. This presentation is
intended solely for Major U.S. Institutional Investors within the meaning of Rule 15a-6 under the U.S. Securities Exchange Act of 1934 and to such other U.S. Institutional Investors as DNB Markets, Inc. may determine. Distribution to non-Major
U.S. Institutional Investors will be made only by DNB Markets, Inc., a separately incorporated subsidiary of DNB Bank that is a U.S. broker-dealer and a member of the Financial Industry Regulatory Authority (“FINRA”) and the Securities
Investor Protection Corporation (“SIPC”). Any U.S. recipient of this report seeking to obtain additional information or to effect any transaction in any security discussed herein or any related instrument or investment should contact DNB Markets,
Inc., 200 Park Avenue, New York, NY 10166-0396, telephone number +1 212-551-9800.

In Brazil

If the analyst or any close associates serves as an officer, director or board member, or have a personal relationship with any individual that works for a company which DNB Markets publish a research note, this will be mentioned under the
disclaimer in the relevant research note. The analyst or any close associates do neither hold nor do they have any direct/indirect involvement in the acquisition, sale, or intermediation of the securities discussed in each research note. Any
financial interests, not mentioned in the relevant research note, that the analyst or any close associates holds in the issuer discussed in the report is limited to investment funds that do not mainly invest in the issuer or industry discussed in the
report and the management of which these persons cannot influence.
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