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Solid growth in Chinese electricity production of 7.5% YTD driving energy demand

Run-rate growth of 7.5% YTD indicates 6.8trn kWh electricity ... with Thermal generation having to step up to the plate when
production for 2018... alternative sources don’t make up the difference
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Chinese coal production continues to decline leaving imports as an alternative

Domestic coal production is still in decline YTD, indicating the
rational ‘substitution story’ from our September 2017 sector

report could be materialising
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...hence, Chinese coal imports are up by 14.2% YTD to fuel
excess electricity demand not covered by other energy sources
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- More than 90% of Chinese demand is covered by domestic production
which means small changes to domestic production = large change to imports
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YTD Chinese iron ore imports YOY have been weak...

China iron ore import volumes are in negative YOY as of ... due to March and June underperforming last year
August...
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... despite Chinese iron ore production down 40% YOY and strong steel production growth

YTD China domestic iron ore production is down 40% YOY, ...while at the same time YTD Chinese steel production growth of
leading to favourable switching to high-quality imports as 9.0% YOY is showing positive growth, underpinning demand for
highlighted in our September 2017 sector report... iron ore
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Flight to quality iron ore supports strong Brazilian exports in H2

Flight-to-quality iron ore price spreads are still high, which is a ...and supported by China reducing its Brazilian iron ore
positive for long-haul iron ore demand... inventories Australia’s share is increasing
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- Brazilian sourced stocks were 24% of total last year and down to 15%
recently, underpinning the quality story playing out and still demand for
‘the good stuff’ from far away

Source: Bloomberg
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Iron ore trade as a share of growth in dry bulk trade of 18% in 2018 (72% in 2016), while
coal from 7% in 2016 to 34% in 2017, and we forecast 42% for 2018

Share of growth in dry bulk trade by main commodity
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2018-2021e average tonne-mile demand growth of 3.3% above volumes of 2.8%

DNB Markets’ dry bulk tonne-mile demand forecasts DNB Markets’ trade forecasts by commodity
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+ We expect dry bulk tonne-mile demand to grow by 3.5% in 2018, down from 4.6% in 2017), 3.9% in 2019,
3.4% in 2020 and 2.5% in 2021

+ We expect volumes to grow by 3.0% in 2018, 3.2% in 2019, 2.8% in 2020 and 2.0% in 2021.
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We have modest scrapping assumptions, as 73% of the Capesize fleet was built in the
past 10 years and another 11% remains on order.

The
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average scrap age is also increasing across all vessel classes
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And there is not much scrapping potential either, based on

vessels older than average age of scrapping YTD...
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2018-2021e average fleet growth of 2.6% vs. effective fleet growth of 2.2%

Fleet growth, including forecasts Fleet growth versus change in net transport capacity
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DNB Markets’ estimate of cumulative share of total marine fuel consumption by

vessel type in order of average fuel consumption
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Source: Clarksons, IEA and IMO (underlying data), DNB Markets (further calculations)
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DNV’s revisions to total scrubber by end-2019
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Of all confirmed scrubber orders, 76% will be installed on the three major shipping
segments dry bulk, tankers and container by 2019 according to DNV
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Scrubber economics still looking good as an investment

Even a Supramax bulker would have 1.5 years payback at a USD250/tonne fuel price spread

Payback period for scrubber investment in main bulk shipping segments (years)
Fuel price spread HFO-MGO

Payback period in years (USD/tonne)
0.0 0;5 1;0 1;5 2;0 2;5 3;0 3;5 350 250 150
VLCC 05 0.2 0.6 0.5 0.7 1.4
MR 1.0 0.5 1.3 1.0 1.5 2.7
Capesize 0.8 0.4 1.0 0.8 1.2 2.2
Supramax 1.0 0.5 1.3 1.0 1.5 29
VLGC 0.7 0.3 0.8 0.7 10 18

USD350 fuel spread USD250 fuel spread USD150 fuel spread

Source: DNB Markets
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Scrubber fan or not, the investment choice is there...

For the scrubberphiles:
Dry bulk:

» Safe Bulkers (BUY, TP USD3.80) — 48% uptake

» Star Bulk (unrated) — 100% uptake

Tankers:

« DHT Holdings (BUY, TP USD6.30) — 48% uptake
* Hunter Group (BUY, TP NOK5.30) — 100% uptake
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For the scrubber sceptics:
Dry bulk:

» Genco Shipping (BUY, TP USD19.7) — 0% uptake
» Scorpio Bulkers (unrated) — 0% uptake

Tankers:
» Euronav (BUY, TP USD12.8) — 0% uptake

» Scorpio Tankers (BUY, TP USD4.00) — 0% uptake

100 %
100 %

Source: DNB Markets
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Scrubber ships should speed up, while others should slow

Our 2020 Capesize rate

DNB Markets’ speed optimisation model for a laden Capesize vessel (knots) forecast is USD27.1k/day

OPTIMAL SPEED LADEN /
TC rates [$/day]

Bunker price 12500 15000 17500 20000 22500 25000 27500 30000 32500 35000 37500

100 153 153 153 153 153 153 153 153 153 153
150 140 144 148 152 153 153 153 153 153  15.3
200 131 136 139 143 146 149 152 153 153 153
250 125 129 133 136 139 142 145 147 150 152
300 121 125 12,8 131 134 137 139 142 144 146
350 117 12.1] 124] 127 130 132 13.7 139 141
400 114 117 121 124 126 129131 133 135 137
as0 111 115[EEE] —tet—trs—»s6| 128 130 132 134
500 109 112 115 118 120 123 W125 127 129 131
ss0 10.7 110 113] 116 118 120FPE] 125 127 1238
600 105 108 111 114 116 11.8 120 122 124 126
650 103 106 109 112 114 116 11.8 120 122 12.4
700 101 105 107 110 112 115 117 119 120 122
750 100 103 106 108 111 113 115 117 119 120

B

Intuitively - fuel at USD550/tonne = 4% lower speeds = 2.9% drop in effective supply

35% scrubber uptake and HFO at USD350/tonne would increase speed for scrubber ships

- Average Capesize speeds would drop just 0.8% = 0.5% drop in effective supply

- If HFO costs USD250/tonne average speeds would in fact increase by 2.0% = 1.4% increase in supply

Source: DNB Markets
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A gradual, but continued slow increase in vessel utilization

We forecast a gradual, but continued slow increase in utilization

due to shadow capacity from slowsteam
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Source: DNB Markets (forecasts), Clarksons (historical figures)

Capesize rates YTD of USD16.8k/day which compares to our
September 2017 forecast of USD17k, which we have now lifted to
USD19k

YTD: 39% YOY

'000 USD/day

Nicolay Dyvik — Equity Analyst, Shipping Jorgen Lian — Equity Analyst, Shipping Mats Bye — Equity Analyst, Shipping m

+47 24 16 91 87 | nicolay.dyvik@dnb.no +47 24 16 91 88 | jorgen.lian@dnb.no +47 24 16 91 86 | mats.bye@dnb.no 17 MARKETS



DISCLAIMER

This note must be read in conjunction with published research notes and/or DNB Analyst Communication of DNB Markets.

This note (the “Note”) must be seen as marketing material and not as an investment recommendation within the meaning of the Norwegian Securities Trading Act of 2007 paragraph 3-10 and the Norwegian Securities Trading
Regulation 2007/06/29 no. 876. The note has been prepared by DNB Markets, a division of DNB Bank ASA. DNB Bank ASA is a part of the DNB Group. The Note is based on information obtained from public sources that
DNB Markets believes to be reliable but which DNB Markets has not independently verified, and DNB Markets makes no guarantee, representation or warranty as to its accuracy or completeness. Any opinions expressed
herein reflect DNB Markets’ judgement at the time the Note was prepared and are subject to change without notice. The Note should not be relied on and is not a substitute for the skill, judgment and experience of the user, its
management, employees, advisors and/or clients when making investment and other business decisions. No DNB Party is acting as fiduciary or investment advisor in connection with the dissemination of the Note. Any use of
non-DNB logos in this Note is solely for the purpose of assisting in identifying the relevant issuer. DNB is not affiliated with any such issuer. The Note is for clients only, and not for publication, and has been prepared for
information purposes only by DNB Markets.

The Note is the property of DNB Markets. DNB Markets retains all intellectual property rights (including, but not limited to, copyright) relating to the Note Sell-side investment firms are not allowed any commercial use
(including, but not limited to, reproduction and redistribution) of the Note contents, either partially or in full, without DNB Markets’ explicit and prior written consent. However, buy-side investment firms may use the Note when
making investment decisions, and may also base investment advice given to clients on the Note. Such use is dependent on the buy-side investment firm citing DNB Markets as the source.

The Note shall not be used for any unlawful or unauthorized purposes. The Bank, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or agents (individually, each a “DNB
Party”; collectively, “DNB Parties”) do not guarantee the accuracy, completeness, timeliness or availability of the Note. DNB Parties are not responsible for any errors or omissions, regardless of the cause, nor for the results
obtained from the use of the Note, nor for the security or maintenance of any data input by the user. The Note is provided on an “as is” basis. DNB PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE
NOTE’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE NOTE WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall DNB Parties be liable to any party for any direct,
indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with
any use of the Note, even if advised of the possibility of such damages.

Confidentiality rules and internal rules restrict the exchange of information between different parts of the Bank and this may prevent employees of DNB Markets who are preparing the Note from utilizing or being aware of
information available in DNB Markets/the Bank that may be relevant to the recipients of the Note. Please contact DNB Markets at 08940 (+47 915 08940) for further information and inquiries regarding this Note, including an
overview on all recommendations from DNB Markets over the last 12 Months according to Market Abuse Regulations.

The Note is not an offer to buy or sell any security or other financial instrument or to participate in any investment strategy. Distribution of material like the Note is in certain jurisdictions restricted by law. Persons in possession
of the Note should seek further guidance regarding such restrictions before distributing the Note.

The note has been prepared by DNB Markets, a division of DNB Bank ASA, a Norwegian bank organized under the laws of the Kingdom of Norway and under supervision by the Norwegian Financial Supervisory Authority, 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/markets.

Additional information for clients in Singapore

The Note 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 Note, 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 Note because you have been classified as an accredited investor, an expert investor, or 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 that 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/she” makes recommendations concerning securities, a statement
of the nature of any interest that 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 on +65 6212 6144 in respect of any matters arising from, or in connection with, the Note.

The Note is intended for and is to be circulated only to those 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 on +65 6212 6144.

We, the DNB group, our associates, officers and/or employees may have interests in any products referred to in the Note 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 that are not consistent with the information set out in the Note.

Additional Information, including for Recipients in the United States:
The Note 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 Note 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
Authority (“FINRA”) and the Securities Investor Protection Corporation (“SIPC”). Any U.S. recipient of this Note seeking to obtain additional information or to effect any transaction in any security discussed herein or g
instrument or investment should contact DNB Markets, Inc., 200 Park Avenue, New York, NY 10166-0396, telephone number +1 212-551-9800.

MARKETS


http://www.dnb.no/markets

	Dry bulk panel
	 �Solid growth in Chinese electricity production of 7.5% YTD driving energy demand
	 �Chinese coal production continues to decline leaving imports as an alternative	
	 �YTD Chinese iron ore imports YOY	have been weak…
	 �… despite Chinese iron ore production down 40% YOY and strong steel production growth
	 �Flight to quality iron ore supports strong Brazilian exports in H2	
	 �Iron ore trade as a share of growth in dry bulk trade of 18% in 2018 (72% in 2016), while coal from 7% in 2016 to 34% in 2017, and we forecast 42% for 2018 
	 �2018–2021e average tonne-mile demand growth of 3.3% above volumes of 2.8%
	 �We have modest scrapping assumptions, as 73% of the Capesize fleet was built in the past 10 years and another 11% remains on order.
	 �2018–2021e average fleet growth of 2.6% vs. effective fleet growth of 2.2%
	DNB Markets’ estimate of  cumulative share of total marine fuel consumption by vessel type in order of average fuel consumption
	DNV’s revisions to total scrubber by end-2019
	Of all confirmed scrubber orders, 76% will be installed on the three major shipping segments dry bulk, tankers and container by 2019 according to DNV
	Scrubber economics still looking good as an investment
	Scrubber fan or not, the investment choice is there…
	Scrubber ships should speed up, while others should slow
	 �A gradual, but continued slow increase in vessel utilization
	Slide Number 18

