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Ereight Market over past 20+ years
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0
. -~ Marketin 2006

Source: Baltic Exchange
Average Basket TC Rates
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-5;-_-?* PEliveries, scrappings, productivity, etc

Siifade growth/decline
slength of haul of laden voyage

®\/olatile and wide ranging opinion but:
® Group or “herd” mentality often evident
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MarketiCharacteristicsi Wet & Dry (2)

> “Tradit Cycle:

= Perceived as 7 years: typlcally 1= 2 years of
- gar._ aiesiiolIoWEd b)Y, vears ofi slump

= In fact cycles of 5~11 years but no “law™ that
;-15 willscontinue indefinitely and recent
e ﬁdlcatlons that “cycles™ are becoming shorter
J “.

=

—c

' 1 ,000s' of participants so many “views” result
— Ianumerable demand variables

— Analysis of the forward market by
consideration of supply/demand factors
plus sharp focus on market sentiment
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| Source: Baltic Exchange I !

US Gulif/Japan Panamax Grain Daily from 1985
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es - | Steel-related products are driving the

e | | surge in demand the knock-on effect is
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‘Freight Summary. August 2006

parpartialirevival in. 2HOS, firelght market
=d downwards 1nF1Q06 despite some
' mps.by.Capesizes;, sincemid=2006
i) rat ES Nave been firming steadlly

DEN and Has continued to expand (+2~4%)
2l iAot quite so rapidly as last year

- Fle ot supply (+5~7%) is currently outpacing
==—dcmand growth significantly (but rates
= “T1smg)

8 Seme 70 MDwt added to the fleet over the
past 5 years =500 million tonnes of cargo

® [ .ong-haul effects of iron ore trade (e.qg.,
Brazil to F.East) compounding Cape demand
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Increasein volatility over past four years

[Source: Baltic Exchange

Capesize TC Rates
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L Same story for Panamax

Panamax Basket TC Rates
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“Morewolatility on Handymax as well

Surce: Baltic Exchange/Galbraith's Ltd
Handymax (45,500 Dwt) TC Rates
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China's GDP Share of World total

(Based on Purchasing Power Parity)

17%

6% 1" china’s global GDP

share rose from 3% in
1980 to 5.8%0 in 1990.
In 2006 it is estimated
119 | to more than double to
exceed 16%.
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China Imports of Raw Materials and Manufactures
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China Exports of Raw Materials and Manufactures
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China Total Exports/Imports
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Million US:s

China International Trade Balance
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The continuous trade surplus has
enabled the country to press ahead with

economic expansion and investment
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approved 10th Nov 2001
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China's GDP/Per-capita GDP

2,100 ” @ GDP —<—Per-capita GDP

1700 | Although GDP/Capita has risen

1,600 - | dramatically it remains significantly
behind other major countries. If
1300 - | domestic expectations are to be
1,200 - | satisfied this implies massive

1,100 = | axpansion still to come.
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 Accelerated trade growth since 2000

World Seaborne Trade by Major Commodities

3,000

2,500

1,500 -

Million Tonnes

1,000 -

MR L

500 -

2,000

eContinuous trend expansion since 1960

eCoal, Grain & Iron Ore account for 65% of trade

e Acceleration in iron ore trade since 2000 due to Chinese expansion
“Other Bulks” comprise largest aggregate sector (around 33%)
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Futirelgrowth in iron ore, coal & minor bulks

World Seaborne Trade by Major Commodities
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Representative Minor Bulk Trades (excl Steel)
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e S _mlve main, cargo types

Seaborne Trade 2005 Million tonnes (Mt)

Total Seaborne trade
2005 estimated at
2,568 Mt £30Mt

Steel-Related
1,227.2
46%

Industrial
349
139%

BRI

Fer:i;i;ers Agribulks
oy 360

14%
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ﬂ"«m Widewvanetysoficargoes ~ needs wide variety of ships

Seaborne Dry Bulk Trade ~ 2005

TOtaI tr?d-e at Grain (inc Soya)
2.568 billion el
ton nes Forest Products
7%
Cement
Steam Coal
199% 4%

Commodities
over 4% of

to teel Products
7%

Coking Coal
7%

Just under half of all Dry Bulk Trade is
related - either directly or indirectly -
to the steel industry
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Many trades related to Steel Production

World Steel & Related Trades
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1| =—Crude Steel Prod Pig Iron Prod
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== Besides/China other regions have flat output

Major Regional Steel Producers
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China ha?ﬁ'iig potential for increased consumption

Consumption of Steel (kg) per Capita
1,000
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China Bulk Imports
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350,000 | In 1990, China's bulk imports of steel
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{just 20 Mt. By 2000 the total was 100
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Steelllimports Declining as Exports take off

China Steel Imports/Exports
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1,000 tonnes

Steprjumps In Chinese iron ore imports

China Iron Ore Imports
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== China alsemow:a major generator of export cargoes,
= - = e - :

China Major Dry Bulk Exports
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T year
140,000 - -

t
| e

110,000 - I———
| =
100,000 // Rice & Maize
/ Steel Products
90,000 -
wd i
(=]
S 80,000 -
Lo

70,000 -

60,000 -

50,000

40,000

Lt

30,000
20,000
10,000

0
2000 2001 2002 2003 2004 2005 2006

31st August 2006 Galbraith's




ﬂﬁm ,;L-Gggihl.ong term growth slowing...

Major European and Asian Coal Importers
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Major Grain & Soyabean Exporters

Sigmiicant growth in Soyabean trade
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Chinese CoallExports Declining/Imports Increasing

0-

China Coal Import/Export

@ Coal Exp B Coal Imp

Growth in Chinese coal exports to
Asian market in 1990s effectively
wiped long-haul South African
suppliers out of the market; this
reduced tonne-mile demand
significantly because of proximity and
added to market slump of 2000/01/02
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L Graimnas been relatively flat for many years

Major Grain Exporters
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1000t

Dry Bulk Demand

has stabilised since March ‘05...
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but how long will stability last....

00 Jan-01

Jan-02 Jan-03

Galbraith's

Jan-04

Jan-05

Jan-06




Copenhagen [P
Business Schos
HaRDELSHRISKaLE 1y

Major Import Regions

i::zg | |Atlantic-based trades showing
1,600 | mi!1imal growth since 1990. .
! 1 |China overtakes Japan as world's China
1,500 1 |largest bulk importer in 2005.
1,400
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1,200 /
% 1,100 - |°thers e
c ) - \I/
|§ 11233 ;\/// Other F.East
- § 800 71 79 76 siﬁw
Ee T T
= 600 - Japan
5007 EEEEEEEEEEEEEEEEEEEEEEEEER
400 Americas
300
200 | | eRock, Bats/ Alumina Europe
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China Share of Main Bulk Commmodities 2006

'®China B Others

M Tonnes
H
(=
o

Soyabean
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Million Tonne:s

China/World Major Bulks Trade
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] @ China Imports E Other Importers
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2,000 |
Other Importers
1,500 2,288
1,000 |
| Other Importers
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China Imports, 413
0 - China Imports, 32
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Impact of China on Dry Bulk Trades

700 1

E 1990 E 2006

650 |

Iron Ore & Grain are imports

600 1 Coal is exports
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S Demand Summary

USIHEENIIIA=2003 demand has,becns
d@iggated by all thrmes Chinese

SSiGEN 2002 Ghima’shirenrererimperts have
jumr)?- from 111 Mt to 320 Mt; steel

’r)" tSiigave risen 7-fold from 5 Mt to 34 Mt
zlflC , Oallimports have risen from 14 Mt to

q— . I'his year cement exports have been
__F'_:*--,_tured rising from 5 Mt to 33 Mt

~®1n other countries (to generalise) only

- steam coal imports have continued to rise
consistently
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“Bai Sha Ling” 30,881 dwt 1984 4x25t
Cr Owner: Shenzhen Shekou (China)
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Structure of Dry Bulk Fleet by Size

Bulk Carrier Size Distribution at 1-Aug-06

No. MDwt

Capesize (+100)
685
11%

Handysize
(10-40)
73.53
21%

Capesize
(+100)
115.87

32%

Handysize (10-40)
2,750
44°%0

Panamax (60-100)
1,354
22%

Handymax
(40-60)

69.17
19%

Handymax (40-60)
1,454
23%

Panamax
(60-100)
98.14
28%

Total No: 6,243 /MDwt: 356.7
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No. of Ships

H
o

10 -

NorofiShips on Order look reasonable...

Bulk Carrier Orderbook at 1-Aug-06

I Delivered 2006 No.
C—IFor Delivery 2006 No.
™ Delivery 2007 No.
I Delivery 2008 No.
T Delivery 2009+ No.
—NB as % of Fleet No

Ul
o

W
o

20 -

10-40 Handysize
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40-60 Handymax

17.3%

60-100 Panamax
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21.2%

100+ Capesize

25%

20%

15%

10%

5%

0%

NB as % of Fleet No.



“ﬁ = ...but largemnumbers looming for next year in Dwt terms

Million Dw
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Bulk Carrier Orderbook at 1-Aug-06

10.0

9.0 -

B Delivered 2006 MDwt
O For Delivery 2006 Dwt
@ Delivery 2007 Dwt
O Delivery 2008 Dwt
@ Delivery 2009+ Dwt

8.0 -
7.0 -

6.0 -

10-40 Handysize 40-60 Handymax
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60-100 Panamax

100+ Capesize
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Age Profile Bulk Carrier Fleet@ 1/7/06

-
' | I Age 0-14 E Age 15-24 B Age 25+
UL Cape 200+ 35
75% of Large Capes
Lrg Cape 140-200 <15°years 9 P m
Smill Cape 100-140
. | Kamsarmax 80-100

By

- Panamax 60-80

H'max 40-60

Handy 10-40

10% 20% 30% 40% 50% 60% 70%

0% 90%

100%

80%
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MDwt

Eleet Developments Dry Bulk

Bulk Carrier Fleet Changes

20 -
15 -

10

1| Future scrapping is NOT a forecast. For 2007~09 the
1l figures are indicative only.

N\NHOM

C—1To be delivered Dwt
BN Scrapped Ytd Dwt
™ Delivered Ytd Dwt
=O—Net Change Dwt
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S Eleet Supply. ~ Summary

Ul the fleet, continuesstorexpand and"™
eJS are, on average, larger as designs
JE_' a@dﬁﬂdﬁﬂmﬂmues of scale
M EIESE VESSEIS  arre added’ to the fileet
teady PDACE

2 __current orderbook is large and
.rlgz jinated by Panamax & Cape tonnage

s L:urrently the fleet is expanding faster
= {+6 5% ) than demand (+3.2%) rising
- lence rates should be falling, but this has
only occurred in past week or so due to
strong sentiment
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NE'Pricesthave mirrored freight market

Newbuilding Bulk Carrier Prices

— Panamax NB
— Handysize NB

— Capesize NB
— Handymax NB
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] _—
e S Sécondhand Prices remain buoyant
5 Year Old Bulk Carrier Prices

$75 |

1| =tFCape 170,000 5yrs
$70 1| —cape 150,000 5 yrs
] -—=70/73,000 BC 5yrs
$65 --45,000 5yrs
$60 || ——40,0005 yrs
. —25/30,000 5yrs

$55 |
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$35 |
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$20 +
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$5 |

$0 : —
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‘\EEAYate ideas heading downwards....

Source: Baltic Exchange

Forward Freight Agreements

110,000 |

] ——Avg 4TC Cape
1 -@— FFAs Cape
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= Conclusion ~ Dry BulkiSupply/Demand
a - - ..-_,-"-" s
OVerallflong-termr growth: (continuous upward
wEndiior more than 40, vears)
(”mr S5e demand remains’ at exceptlonal levels

rJ~—f’ supply dappears more than adequate to cope
Withrdiiy bulk demand growth in next 2~3 years
= -i—_+:.= t sentiment is creating some irrational market

' '_ J Frelght market expected to fall to more modest
levels this year but no collapse in market
anticipated and no guarantee this will happen
due to the unusual market circumstances
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S Gonclusion: Impact of China

e ShisnEcedented event in shipginﬁg{___imdustry.-_—--
SNEIELEr Uncertainty infireight market

SNEICE e relicnce onrehineras argenerator of
rlemf’ nd

> Grr e volatility in rates
frf act nmas stretched across ship values,

== stiipbuilding and steel prices

"Changes in trade routes: cement and steel

- exports instead of imports; coal displacing
others (South Africa) but now in turn being
displaced by Indonesia

One Question remains...
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. —— _ ] _
==How slistainable is Chinese expansion?
SNEHINENEMaINS arcontrolieconeniyiand

(“ovrr ment intervention always possible

(“mrm pProduced sy millich motor venhiclies in
2005 = exactly the same as Germany —and
e =than the population of Denmark!

J_H_»f* pita steel consumption still low

g

:__zeje POOI people than any other country:

:—_‘5150 million have less than $1 per day
® [[ow cost base has led to global success

® Expectations and aspirations remain high but
social cost has its price...
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