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Abandon Hope All Ye Who Enter Here
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Things Are Good Until They Aren’t
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There are two sides to every story

Tankers
Bull Case:
• <9% orderbook
• Limited ordering
• Growing U.S. 

Exports
• 1.0 MMbdp

demand growth
• IMO 2020 

demand/trading

Bear Case:
• Half of expected oil 

demand is LPG. True 
oil demand is only 
0.5 MMbpd per IEA 
data.

• U.S. Crude expected 
to peak in 2021

• 2019 VLCC 
deliveries most 
since 1976

Dry Bulk
Bull Case:
• <10% orderbook
• Limited ordering
• Vale recovery
• Grain and minor bulk 

still growth >2%
• Can’t get worse

Bear Case:
• Cheap natural gas 

kills coal
• Average fleet age of 

10 year is relatively 
young

• 2% demand growth is 
not good

• Can get worse

Containers
Bull Case:
• <10% orderbook
• Panama Canal 

expansion helped 
lengthen ton mile 
demand

• Consumer demand is 
good

Bear Case:
• Scrubber retrofit 

returns could sink 
utilization

• Slow growth does not 
support rate 
improvement

Gas
Bull Case:
• LNG demand growing 

by >6% taking share 
from oil and coal

• U.S. NGL production 
should push LPG 
exports for years

• Petchem price arb is 
open

Bear Case:
• Orderbook is scary
• Three tiered LNG 

market not good for 
pricing

• Low international 
prices cause shrinking 
ton-mile demand
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The Big Mo (Momentum)

• Equities are only loosely 
correlated to day rates unless 
there are huge moves in rates.

• Simply low supply is insufficient 
to drive investor interest unless 
there is a clear catalyst to cause 
substantial changes.

• Consequently, most equities 
trade well below NAV and are 
likely to remain so until/unless 
there is a catalyst to drive cash 
flows sharply higher.

Source: Clarksons and Bloomberg 
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Tankers and Dry Bulk Have a NAV Problem
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• Average equities have not been 
able to sustainably trade above 
NAV, and probably won’t.

• Investors are not interested in 
providing capital if it isn’t cheap.

• Data does not hold for assets (i.e. 
container & LNG) with long-term 
contracts as those are being valued 
based on discount cash flows and 
residual value assumptions. 

• Low/No debt might be an 
exception to the rule.

Source: Stifel estimates and Bloomberg 



Liquidity Matters

• While there are outliers, for 
both tanker and dry bulk 
equities, the higher the average 
daily trading value, but better 
the price/NAV ratio.

• Perception of management, 
transparency of the business 
model, lack of related parties 
and related party transactions, 
also appears to have value 
implications.

• Bigger and cleaner is better, but 
leverage may matter as well.

Source: Stifel estimates and Bloomberg 
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Important Disclosures and Certifications

I, Benjamin J. Nolan, certify that the views expressed in this research report accurately reflect my personal views about the subject securities or 

issuers; and I, Benjamin J. Nolan, certify that no part of my compensation was, is, or will be directly or indirectly related to the specific 

recommendations or views contained in this research report. Our European Policy for Managing Research Conflicts of Interest is available at 

www.stifel.com/institutional/ImportantDisclosures. 

For applicable current disclosures for all covered companies please visit the research page at www.stifel.com or write to the Stifel Research Department at the 

following address. 

US Research

Stifel Research Department 

Stifel, Nicolaus & Company, Inc. 

One South Street 

16th Floor 

Baltimore, Md. 21202  

The equity research analyst(s) responsible for the preparation of this report receive(s) compensation based on various factors, including Stifel’s overall 

revenue, which includes investment banking revenue. 

Our investment rating system is three tiered, defined as follows:

BUY -We expect a total return of greater than 10% over the next 12 months with total return equal to the percentage price change plus dividend yield.

HOLD -We expect a total return between -5% and 10% over the next 12 months with total return equal to the percentage price change plus dividend yield.

SELL -We expect a total return below -5% over the next 12 months with total return equal to the percentage price change plus dividend yield.
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Occasionally, we use the ancillary rating of SUSPENDED (SU) to indicate a long-term suspension in rating and/or target price, and/or coverage due to 

applicable regulations or Stifel policies. SUSPENDED indicates the analyst is unable to determine a “reasonable basis” for rating/target price or estimates due to 

lack of publicly available information or the inability to quantify the publicly available information provided by the company and it is unknown when the outlook 

will be clarified. SUSPENDED may also be used when an analyst has left the firm.

Of the securities we rate, 49% are rated Buy, 37% are rated Hold, 2% are rated Sell and 12% are rated Suspended.

Within the last 12 months, Stifel or an affiliate has provided investment banking services for 20%, 7%, 4% and 8% of the companies whose shares are rated 

Buy, Hold, Sell and Suspended, respectively. 

Additional Disclosures

Please visit the Research Page at www.stifel.com for the current research disclosures and respective target price methodology applicable to the companies 

mentioned in this publication that are within Stifel's coverage universe. For a discussion of risks to target price please see our stand-alone company reports and 

notes for all stocks.

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a complete summary or 

statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions expressed are subject to change without 

notice and do not take into account the particular investment objectives, financial situation or needs of individual investors. Employees of Stifel, or its affiliates 

may, at times, release written or oral commentary, technical analysis or trading strategies that differ from the opinions expressed within. Past performance 

should not and cannot be viewed as an indicator of future performance.

As a multi-disciplined financial services firm, Stifel regularly seeks investment banking assignments and compensation from issuers for services including, but 

not limited to, acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as a placement agent in private transactions.
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Affiliate Disclosures

“Stifel”, includes Stifel Nicolaus & Company (“SNC”), a US broker-dealer registered with the United States Securities and Exchange Commission and the 

Financial Industry National Regulatory Authority and Stifel Nicolaus Europe Limited (“SNEL”), which is authorized and regulated by the Financial Conduct 

Authority (“FCA”), (FRN 190412) and is a member of the London Stock Exchange.

Registration of non-US Analysts: Any non-US research analyst employed by SNEL contributing to this report is not registered/qualified as a research analyst 

with FINRA and is not an associated person of the US broker-dealer and therefore may not be subject to FINRA Rule 2241 restrictions on communications with 

a subject company, public appearances, and trading securities held by a research analyst account.

Country Specific and Jurisdictional Disclosures

United States: Research produced and distributed by SNEL is distributed by SNEL to “Major US Institutional Investors” as defined in Rule 15a-6 under the US 

Securities Exchange Act of 1934, as amended. SNC may also distribute research prepared by SNEL directly to US clients, including US clients that are not 

Major US Institutional Investors. In these instances, SNC accepts responsibility for the content. SNEL is a non-US broker-dealer and accordingly, any 

transaction by a US client in the securities discussed in the document must be effected by SNC. US clients wishing to place an order should contact their SNC 

representative.

UK and European Economic Area (EEA): This report is distributed in the EEA by SNEL, which is authorized and regulated in the United Kingdom by the FCA. 

In these instances, SNEL accepts responsibility for the content. Research produced by SNEL is not intended for use by and should not be made available to 

non-professional clients.

The complete preceding 12-month recommendations history related to recommendation(s) in this research report is available at 

https://stifel2.bluematrix.com/sellside/MAR.action
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Brunei: This document has not been delivered to, registered with or approved by the Brunei Darussalam Registrar of Companies, Registrar of International 

Business Companies, the Brunei Darussalam Ministry of Finance or the Autoriti Monetari Brunei Darussalam. This document and the information contained 

within will not be registered with any relevant Brunei Authorities under the relevant securities laws of Brunei Darussalam. The interests in the document have not 

been and will not be offered, transferred, delivered or sold in or from any part of Brunei Darussalam. This document and the information contained within is 

strictly private and confidential and is being distributed to a limited number of accredited investors, expert investors and institutional investors under the 

Securities Markets Order, 2013 ("Relevant Persons") upon their request and confirmation that they fully understand that neither the document nor the 

information contained within have been approved or licensed by or registered with the Brunei Darussalam Registrar of Companies, Registrar of International 

Business Companies, the Brunei Darussalam Ministry of Finance, the Autoriti Monetari Brunei Darussalam or any other relevant governmental agencies within 

Brunei Darussalam. This document and the information contained within must not be acted on or relied on by persons who are not Relevant Persons. Any 

investment or investment activity to which the document or information contained within is only available to, and will be engaged in only with Relevant Persons.

Canadian Distribution: Research produced by SNEL is distributed in Canada by SNC in reliance on the international dealer exemption. This material is

intended for use only by professional or institutional investors. None of the investments or investment services mentioned or described herein is available to 

other persons or to anyone in Canada who is not a “permitted client” as defined under applicable Canadian securities law.

Republic of South Africa: Research produced by SNEL is distributed by SNEL to “Clients” as defined in FSCA FAIS Notice 20 of 2018 (the “FAIS Notice”) 

issued by the Financial Services Conduct Authority. Research distributed by SNEL is pursuant to an exemption from the licensing requirements under Section 

7(1) of the Financial Advisory and Intermediary Services Act, 2002.

In jurisdictions where Stifel is not already licensed or registered to trade securities, transactions will only be affected in accordance with local securities 

legislation which will vary from jurisdiction to jurisdiction and may require that a transaction is carried out in accordance with applicable exemptions from 

registration and licensing requirements. Non-US customers wishing to effect transactions should contact a representative of the Stifel entity in their regional 

jurisdiction except where governing law permits otherwise. US customers wishing to effect transactions should contact their US salesperson.

Additional Information Is Available Upon Request
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