Pricing a Recovery: What will Drive the
Next Stage of the Asset Price Cycle?

Dr Adam Kent - Maritime Strategies International (MSI)
15th Annual Marine Money Week Asia — Singapore September 20t to 215t 2016



MSI

Pricing a Recovery: What will Drive the Next Stage of the Asset Price Cycle?

Demand

Supply

Earnings
Newbuilding Prices
Secondhand Prices
Recovery?

L E S ESSSSSS S

and will it be a

Mountain or Mole Hill |

o0 hWNRE

© Maritime Strategies International 2 www.msiltd.com



MSI

2016 5 Year Old Price versus Historical*
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Pricing a Recovery

Demand
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. QAXSI Seaborne Cargo Growth
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How Many Ships?
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Qn(g Incremental Vessel Requirements (until 2019)1
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Pricing a Recovery

Supply
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. QAXSI Orderbook - Over Exposure
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' QI\XSI Supply Side Medicine l
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MSI| 2016 Self Help

Mn GT
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. ﬁﬁs. Imminent Significant (3'9+) Special Surveys
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QAXSI Supply Side Saviour

YoY% Growth
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Pricing a Recovery

Earnings
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. Qn(g Where on the Earnings Cycle Are We? l
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Q,\XS. At Todays Prices it makes Sense for Some
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QAXSI Bigger they are the Harder they Fall
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th . But History Shows Size Does Matter...Eventually
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Pricing a Recovery

Newbuilding Prices
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MSI's Shipbuilding Model

Forward Cover = Yard Pricing Power

Sector Specific Sector Specific Global
Freight Rates ' Contracting md Orderbook =

Forward Berth
Cover
(years)

Regional Yard

Developments & | mmmp Global Yard —)

Capacity el

Newbuilding

Average Yard Price

Price Index
($ CGT)

(by vessel
type by size)

Global Cost Components

(steel & machinery price, —

exchange rates)

Weighted
Average of Yard
Costs

Regional Cost Components I—

(wage, inflation, productivity)

Costs = Yard Pricing Floor
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Qngg 2016 Contracting Woefully Low

2016 Contracting as
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' Q/I(SI Shipyard Capacity Is a Worry
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Qngg Newbuilding Price Dynamics

YoY % Change
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Pricing a Recovery

Secondhand Prices N
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How Bad Is it?

% NRV All time lows
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%/I(SI Currency Pain Relief
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Not as Bad as it Might First Appear...
Qd(g for Some

% of Contract
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Pricing a Recovery

Recovery?
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Q( MSI - FMV
WMs|

» MSI Forecast Marine eValuator (FMV) is the first web-based tool to provide forecast and
historical price data covering virtually all of the deepsea shipping fleet.

» Data includes forecasts of newbuilding, second-hand prices, 1 year timecharter rates and
operating costs for specific vessels.

 MSI FMV draws on MSI’s proven, proprietary models and a consistent cross-sectional view
across all principal shipping sectors. It puts asset values in the context of the near term
market to enable reliable benchmarking with outputs based on annual averages.

« Coverage:
Multi Purpose

o4  Crude Oil Tanker Chemical Tanker

LPG Carrier Containership

#.  Product Oil Tanker

Dry Bulk Carrier I 1 LNG Carrier PCC/PCTC

www.msiltd.com/fmv
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http://www.msiltd.com/fmv

MSI

FMV Output

Vessel Details

Vessel Mame: MM Singapore 2016
Sector: Dry Bulk Carrier
Size (Dwt): 56000

Year of Build: 2008

Ice Class: None

Country of Build: Japan

Forecast Details
Downloaded: 14 Sep 2016
MSI Base Case: 163.1
Downloaded By: Adam Kent

Downloaded For: Maritime Strategies
International Ltd.

Annual average timeseries

Newbuilding Contract Price (5 Mn)
Age (years)

Fair Market Walue (§ Mn) )

1Yr T/ (3 kiday) @

Operating Costs ($ k/day) @)

Yard Tier: Tier 1

Gear: Geared

Hatch: Standard Bulker
Hull: Single
Efficiency: 0

Quarterly average timeseries
2016 Q2 2016 Q3| 2016 Q4 2017 Q1
Fair Market Value (5 Mn) Q) 9.1 10.5 10.8 3.3

1y T/C ($ Wday) @ 6.0 n 6.1 5.6

2011 2012 2013 2014 2015 2016 2017 2018

31.5 26.5 26.4 29.6 26.5 GeENvN 21.2 21.1 243 26.6 28.3 20
3 4 5 6 7 “ 9 10 11 12 13 1
31.6 23.8 216 24.0 144 9.7 9.0 i0.4 137 151 155 1!

138 9.8 9.4 i0.5 8.1 6.0 7.4 9.5 0.8 115 1

5.2 5.1 5.2 5.3 5.3 5.2 5.4 5.5 5.7 5.9 ]

While this forecast has been prepared, and is presented, in good faith, no responsibility for errors of Fact, opinion or
market changes are assumed by MSI Ltd. Please ses our terms and conditions.

Quarterly Fair Market Value &
1 Year Time Charter Rate (1Q
history, current Q, 2Q forecast

Annual average:
Newbuilding contract price
Fair Market Value
1 Year Time Charter Rate

* Operating Cost

5 years history and 15 years
forecast

Price. Development Chart
detailing forecast price
development in relation to
historical metrics

c 8o
:.7:) B Historic Vessel Value
B Forecast Vessel Value
- ® |Max Historial Value (1995-2015)
70 W st Quartile
Mean Historial Value (1995-2015)
B 3rd Quartile
- ® Min Histerial Value (1995-2015)
50
40
30
20
10
01 2 3 4 5 6 8 9 10 11 12 13 14 15 16 17 18 1% 20 21 22 23 24 25
Vessel Age (Years)
.
www.msiltd.com/fmv
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Qs

Buy 5 year old today — sell in 5 years time

Asset Play Prognosis

FCC 44K TEU
FCC 21 Kk TEU
Bulker Handysize
Bulker Supramax
Bulker Panamax
Bulker Capesize
FCC 6.6 K TEU
PSV 5 k Dwt

FCC 8 k TEU

170 Kk CUM LNG
AHTS 6 Kk BHP
PCTC 4200 CEU
AHTS 16 k BHP
FCC11KkTEU
FCC1.7k TEU
PCTC 6500 CEU
Tanker VLCC
PSV 3 k Dwt
Chem 20 k Dwt SS
Chem 17 k Dwt Epoxy
Tanker Aframax
VLGC

Tanker Suezmax
LPG 20 k CuM SR
Tanker MR2

FCC 13 k TEU
RoRo 2.7kLM
LPG 5 k CuM FP
Tanker MR
Tanker LR1

-28%

-2%

-2%

-4%

-6%

-9%

-10%

-10%

-13%

-15%

-15%

-16%

-19%
-19%
-20%
-22%
-24%
-27%

3%
3%
1%

7%

58%
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Thank You for Listening
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MSI Background

For over 30 years, MSI has developed integrated relationships with a diverse client
base of financial institutions, ship owners, shipyards, brokers, investors, insurers
and equipment and service providers.

MSI’s expertise covers a broad range of shipping sectors, providing clients with a
combination of sector reports, forecasting models, vessel valuations and bespoke
consultancy services.

MSI is staffed by economists and scientists offering a structured quantitative
perspective to shipping analysis combined with a wide range of industry
experience.

MSI balances analytical power with service flexibility, offering a comprehensive
support structure and a sound foundation on which to build investment strategies
and monitor/assess exposure to market risks.
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Q( Disclaimer
MSI

While this document has been prepared, and is presented, in good faith, Maritime
Strategies International assumes no responsibility for errors of fact, opinion or
market changes, and cannot be held responsible for any losses incurred or action
arising as a result of information contained in this document.

The copyright and other intellectual property rights in data, information or advice
contained in this document are and will at all times remain the property of
Maritime Strategies International.
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Maritime Strategies International Ltd

6 Baden Place
Crosby Row
London SE1 1YW
United Kingdom

Tel: +44 (0)207 940 0070
Fax: +44 (0)207 940 0071

Email: info@msiltd.com
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