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What Is On the Horizon?
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* Shipping is a Big Cyclical Business
— Global Trade and Macro Conditions
— Shipyard Capacity — a Key Risk Factor
— Commodity Prices
— Fukushima Meltdown Consequences

* The Liner/Containership Markets
* The Dry Bulk Market
e The Tanker Market
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Deteriorating Macro
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US GDP Growth Forecasts

Source: Blue Chip Economic Forecast Sept 2010 vs Sept 2011
50 Forecasters Surveyed - Chart Shows Consensus and Averages of Top and Bottom 10

2009Q3 2010Q1 2010Q3 2011Q1 2011Q3 2012Q1 2012Q3

September 2011 Forecast
Actual GDP
—o— September 2010 Forecast

Shift in Expectations Likely to Drive Asset
Revaluations — May Lead to Over-Reaction.




Trade and Global Growth
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Oil and Container Trades Very
Sensitive to Global Growth; China
Drives Bulk Trades. “Double Dip”

Downside Could Be Substantial.

-1.8%
2004-2007 2008-2009

B Global GDP @ Dry Bulk Trade [OTanker Trade ™ Container Trade




Too Much Shipyard
Capacity?

c
&
S)
S
>
a
g
(@)
ge)
@
>
g
2
1))

90

80

70

60

50

40

30

20

10

Marsoft <"

OB/Capacity Ratio
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Commodity Prices

Oil, Coal, Ore "

* Oil Prices
— Lower Consumption, More Non-OPEC Qil (US Shale 0il)
— Development of “Next Generation” Fuel Efficient Ships
— Expectations of Rising Prices May Drive Floating Storage

® fron Ore

— Increased Chinese Ore Production
e 20% Increase in 2010, albeit of low quality

e Coal
— Chinese Imports Quite Price Sensitive
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Japan Earthquake & Meltdown:

Shlpplng Implications Marsof;

16 of Japan’s 54 nuclear Substitution requirements
plants currently operating
— May need up to 460 kbd of

additional oil during peak

power demand LNG Crude Products
(diesel)
Required vessels per month

Production Interruptions

— Steel, Auto, etc.

— Now Easing

Crude Products
(diesel)
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* Shipping is a Big Cyclical Business

* The Liner/Containership Markets

* The Dry Bulk Market

e The Tanker Market




Liner Industry on a Roller Coaster
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* Suffers Record-high Losses in 2009 (516 bn.)
* Enjoys Record-high profits in 2010 (515 bn.)

e Falls back into the red in 2011H1
—2011Q2 results much worse than 2011Q1
— Maersk liner division reports losses in 2011Q2
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Operating Profits 2011H1
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Top-20 Carriers : Operating Profits & Margins 1st Half 2011

M Operating Profits 20%
O Operating Margin 159%
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Operating Profit Margin
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© Alphaliner
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Hamburg Sud

Source: Alphaliner




Declining Backlog of
Containerships for Delivery
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e Orderbook Near Orderbook to Fleet Ratio

“Normal” but Very Large

111%

Ships Dominate.

Pressure on E/W and
Eur/FE Trades

Percentage

“Cascade” of Large
Ships to N/S and Asian
Trades Will Test Market.

6%

Cellular Vessels < 4300 Post Panamax and Mega-ships
@2007.4 020113
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* Shipping is a Big Cyclical Business
* The Liner/Containership Markets

* The Dry Bulk Market

e The Tanker Market




Cape Rates vs. Prices Marsoft
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Dry Bulk Supply vs. darsoft .

Demand i’

Dry Bulk Trade in 2010*
Iron Ore/Met Coal: 44%
Steam Coal: 21%
Grain: 12%
Steel Products: 7%
Other: 16%
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Dry Bulk Deliveries e
vs. Scrapping ¥/ *
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* Shipping is a Big Cyclical Business
* The Liner/Containership Markets

* The Dry Bulk Market

e The Tanker Market




Where’s the volatility? ;.
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US$/day VLCC Spot Earnings, AG/East
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Orderbook
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Crude Tanker OB/Fleet Product Tanker OB/Fleet

: 15 m dwt
/7

(14%) ,*
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Rapid Growth in U.S. LT
Product Exports 4

o Refined Product Exports

India
2.5
Kuwait
2.0
Saudi Arabia
57 —=USA
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U.S. Oil Shale Production Outlook
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U.S. Shale Oil Growth 2010-15 “Consensus” vs. High Case

0.03 0.84

Niobrara
B Monterey

Eagle Ford
W Barnett

Bakken

Bakken Eagle Ford Niobrara Monterey Barnett  Total 2015 Base 2015 High
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e Thanks!




