DRY CARGO




The Darling of the Financial Pundits in 2010
THE BDI — Not so darling in 2011
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BDI — According to Wikipedia

S

...

+ Every working day, a panel of shipbrokers
submits their view of freight costs on various
routes to the Baltic Exchange. The routes
have to be large enough in volume to impact
the overall market.

* The assessments are weighted together to
create the overall BDI and the size specific
Supramax, Panamax, and Capesize indices.



The BDI uses both voyage and t/c assessments

they call them "USD paid per ton carried" (including
fuel, port and other voyage dependent costs) and "USD paid per
day" (with no voyage dependent costs inlcluded, often called "Time
charter equivalent earnings"). Fuel (Bunkers) is the largest
voyage dependent cost... When fuel costs fluctuate
significantly, the BDI will move more than the
shipowners' realized earnings.

The index can be accessed on a subscription basis directly from the Baltic
Exchange as well as from major financial information and news services such as
Thomson Reuters and Bloomberg L.P..



The BDI factors in four different sizes of oceangoing

dry bulk transport vessels:

Ship Dead Weight | % of World |%of Dry Bulk
Classification | Tons Fleet Traffic
Capesize 100,000 10% 62%
80,000-
! 0 0
Panamax 60.000 19% 20%
59,000- 0 0
Supramax 45.000 37% 18%
. 35,000- 0 0
Handysize 15.000 34% 18%
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Panamax 2010 Low 2011 High 2011
Trip Out $39,500 $19,600 $27,500
Trip Back $16,700 $ 3,400 $ 7,100
Aussie R/V $25,600 $17,250 $ 7,400
T/IA $29,800 $10,500 $20,600
Handysize

Atlantic RV $30,000 $11,000 $23,000
PACIFIC RV $13,700 $ 4,000 $18,000
TC Cont/Feast $21,000 $19,750 $33,000




Major Bulks

Coal - is the largest single source of global electricity and a vital component in
the extraction of iron. Demand is driven by power generation, steel production,
cement manufacturing and other lower volume needs.

Grain - international grain trade includes wheat, maize, rice, barleys, oats, rye,
sorghum, soybeans, etc and depends on many things, such as population levels,
economic development, import requirements, envirornmental factors which
contribute to crop failure, or increased production. Only 15-20 % of grain global
production enters into seaborne trade.

Iron ore - rocks and minerals from which metallic iron can be economically
extracted. It's primary use is for steelmaking. Together with coal, it accounts for
the majority of seaborne trade in terms of volume.

Bauxite /7 Alumina - Raw materials for aluminium production. The raw ore is
bauxite and is processed into alumina which is then used to make aluminium. Four
(4) tons of bauxite are rquired to make one ton of aluminium. Bauxite is mostly carried by
panamax ships and alumina by handysize or handymaxor Although it is important
enough to warrant it's own size - The Kamsarmax.

Phosphate Rock -
One of the three primary plant nutrients, also used in fertilizers. Phosrock had become a
minor bulk, but is now once again a major bulk.



Kamsarmax refers to a new type of ships, larger than panamax, that are suitable
for berthing at the Port of Kamsar (Guinea), where the major loading terminal of
bauxite is restricted to vessels not more than 229m LOA.

Kamsarmax data:

LBD (m) 229.00 x 32.26 x 12.200
Draft (Full load) 14.400 m

DW (Full load) 82,300 mt

Gross tonnage 43,500

Cargo capacity 97,000 m3
Service speed  14.5 knots



Minor Bulks

Petroleum Coke - A byproduct of crude oil which is left over after oil refining. It is used as fuel, in the
production of aluminium, as well as cement. Shipments from USA to Europe and Japan account for 95% of
petroleum coke total seaborne trade. Most of it is carried by panamax bulk carriers. China is now also
becoming a significant importer.

Manganese Ore - was also a major bulk, but tday steellmaking technology requires less manganese and
most material is source-processed. Major trades are from Australia, India and Africa to Japan, from Australia
to Far East, from Africa to Europe, and from Brazil, Mexico, Gabon,Australia and South Africa to USA.

Salt - or sodium chloride is available either in rock salt deposits or in sea water extracted via evaporation
pans. Most significant importers are Pacific coast region of North America, Japan, Taiwan and South Korea,
and largest exporters are Australia, Chile and Mexico.

Tapioca - a root crop used in animal food production. The most important seaborne route for tapioca is from
Thailand to Europe. Th long shipping distance offers great employment opportunities for panamax ships in an
area where there inst’ a Ito of of backhaul traffic. There is also a significant amount of interpacific trade in

Tapioca in the smaller ships.



+*STEEL PRODUCTION IS THE
MAIN DRIVER OF DRY BULK
SHIPMENTS — UNCTAD.




1995: 446 MMT
2000 : 485 MMT
2005 : 716 MMT
2010 : 1048 MMT
2011 : 1,115 MMT

1995 2000 2005 2010

2011

1995 2000 2005 2008 2010 20M

Steel Production
1995: 752

2000: 850 MMT
2005: 1.144 MMT
2010 1.412 MMT
—__2011 1,537 MMT

o —




Seaborne Iron ore

1995
2000
2005
2009
2010
2011

439 MMT
485 MMT
/07 MMT
931 MMT
1,040 MMT
1,111 MMT

Steel Production

Annual Growth 752

2% 850 MMT
9.2% 1,144 MMT
8% 1,230 MMT

11.7% 1,412 MMT
8.9% 1,538 MMT
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Proved coal reserves at end 2009

Proved reserves at end 2009
housand million tonnes (anthracite and bituminous coal shown in brackets)

1.4 (1.4)15.0 (7.0) [ErKEciR:) 259.3 (155.8) 272.2 (102.0)
en Africa Asia Pacific Europe & Eurasia




Distribution of proved coal reserves

Distribution of proved reserves in 1990, 2000 and 2010

Percentage

Europe & Eurasia
Asia Pacific

North America
Middle East & Africa
S. & Cent. America

2010
Total 860938

2000 million tonnes

Total 984211

: 1990 million tonnes
Total 981780

million tonnes

Source: Survey of Energy Resources, World Energ



Coal production/consumption by region

Production by region Consumption by region
Million tonnes oil equivalent Million tonnes oil equivalent

W Asia Pacific W Asia Pacific

Africa Africa
M Middle East M Middle East
M Europe & Eurasia M Europe & Eurasia
M S. & Cent. America W S. & Cent. America
| North America 1 North America

85 20 95 a0 05 10 0 85 20 95 [e]o} 05

orld coal production grew by 6.3% in 2010, above the historical average. The Asia Pacific region accounted for 88.6% of global
growth, led by a 9% increase in China — the world’s largest producer and consumer of coal. Global coal consumption grew by 7.6% in
2010, with Asia Pacific countries accounting for 79.7% of the increase. Consumption growth was above average in all regions except
he Middle East and Africa.




Coal freight rates March 2011

Coal freight rates $

Richards Bay-Rotterdam 150,000t Capesize
Richards Bay-Rotterdam 70 000t Panamax
Puerto Bolivar-Rotterdam 150,000t Capesize
Fuerto Bolivar-Rotterdam 70 000t Panamax
Hay Point-Rotterdam 150,000t Capesize
Dalrymple-Rotterdam 70,000t Panamax
Banjarmarsin-Rotterdam 150,000t Capesize
Banjarmarsin-Rotterdam 70,000t Panamax
Rizhao-Rotterdam 150,000t Capesize
Rizhao-Rotterdam 70,000t Panamax
Gdansk-Rotterdam 70,000t Panamax
Murmansk-Rotterdam 70,000t Panamax

Australia-Japan 60,000t Panamax
Australia-South Korea 60,000t Panamax
China-Japan 60,000t Panamax
China-5outh Korea 60,000t Panamax
Indonesia-Japan 60,000t Panamax

Indonesia-South Korea 60 000t Panamax

Source: argus media



260 +

Grain Exports
2003 — 2010
208mmt - 232mmt

(Million Metric Tons)




U.S. GRAIN RATES

Grain Vessel Rates, U.S. to Japan
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Table 18

Ocean Freight Rates For Selected Shipments, Week Ending 10/01/2011

Various Grain Freight rates

Export
region

Tmpaort
reginn

Crain

types

Loading
date

Volume loads
{me tric tons)

Freight rate

(USS/metric ton)

S, Gt
Gl
Gl
Gt
Giult
Gl
Gult
Gl
. Clt

Hrazil

.5
LS
U5
U5
LS
U5
U5
.S
U.

wn

France
Rwer Plate
River Plate
River Plate
Rwer Plate
River Plate
South Atrica

China
" hina
" hina
China
" hina
" hina
Igypt
Japan
Djibouti’
China
Algeria
Algeria
Algeria
Algeria
Algeria
Algeria
Tamwvan

Heawvy Gram
Heavy Grain
Heawvy Girain
Heawvy Gram
Heavy Grain
Heawvy Girain
Cirain

Heawvy Gram
Wheat
Heawvy Gram
Wheat
Maize

Corn

Corn

Corn

Wheat

Corn

Oct 2130
Oct 5/10

Sep 1530
Sep 1/10

Aug 17/5ep 30
Dec 1/30
May 110
June 1712
Mar 31/Apr 9
May 1827
Sep 25/30
Cet 175

July 15/25
Tuly 1/10
June 1525
Aug TR235
Aug 515

35,000
60000
60,000
60000
60000
55,000
60000
54000
17.260
60000
25,000
25,000
25,000
25,000
25,000
25,000
35000

32.50
39.00
34.00
48.235
49.00
3100
28.50
32.50
12995
49.50
24.50
3450
43.50
42,90
42,75
49.00
31.00

Rates shown are formetrie ton (220462 Ths. = 1 metrie ton), F.OB except where otherwise md icates: op = option

"5 percent of food aid from the United States = required to be shipped on UlS-Alag vessels.

Source: Maritome Rescarch Inc Cawow mantame-res care ho.com)

Grain Transportation Report

October 6, 2011




In 2010, containers were used to transport 5 percent of total U.S. waterborne grain exports, and 7 percent of ULS, gram exports to
Asia, Asia s the top destination for U.S. containerized grain exports—94 percent in 2010,

Figure 18
Top 10 Destination Markets for U.S. Containerized Grain Exports, June 2011

Indonesia
1 7% Vietnam

- 7%
Tarwan
23%

Thailand
4%

R 7 Korea
23% lother | N g 4%
8% [

Philippines
4%

Malaysia
Hong Kong || 3%
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Mine production Reserves
2009 2010e
United States 26,400 26,100 1,400,000
Algeria 1,800 2,000 2,200,000
Brazil 6,350 5,500 340,000
China 60,200 65,000 3,700,000
Egypt 5,000 5,000 100,000
Israel 2,700 3,000 180,000
Jordan 5,280 6,000 1,500,000
Morocco
and Western Sahara 23,000 26,000 50,000,000
Russia 10,000 10,000 1,300,000
Senegal 650 650 180,000
South Africa 2,240 2,300 1,500,000
Syria 2,470 2,800 1,800,000

World total (rounded) 166,000 176,000 65,000,000
The largest deposits are found in northern Africa, China, the Middle East, and the
United States. Significant igneous occurrences are found in Brazil, Canada, Russia,

and South Africa.
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Bauxite production in 2010 increased 6% over 2009. Largest exporters are Australia,
Brazil, Guinea, India, and Jamaica.

World Bauxite Mine Production and Reserves

Mine production Reserves
2009 2010e

Australia 65,200 70,000 5,400,000

Brazil 28,200 32,100 3,400,000

China 40,000 40,000 750,000

Greece 2,100 2,000 600,000

Guinea 15,600 17,400 7,400,000
Guyana 1,760 1,800 850,000

India 16,000 18,000 900,000

Jamaica 7,820 9,200 2,000,000
Kazakhstan 5,130 5,300 360,000

Russia 5,780 4,700 200,000

Suriname 4,000 3,100 580,000

Venezuela 2,500 2,500 320,000

Vietham 30 30 2,100,000
Other countries 4,740 4,440 3,300,000
World total 199,000 211,000 28,000,000



Marine Diesel Oil ( MD) IFO 380 CST
2010 2011 2010 2011
Rotterdam 640 1029 445 640
Houston 657 1063 446 673
Japan 701 1036 494 718
Singapore 647 1027 461 660

—Capes 5_0/65 Panamax 30/35 Supers 30/35 MT / day
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Daily Fuel Costs

Capes 65 MTiday x 660 = $42,900

Ordinary voyage — Tubarao / China — 72 day $ 3,1 million
Dalrymple / China — 26 days $ 1.1 millilon

Panamax 35 MTiday x 640 = $22,400

Supers 35 MT/day x 640 = $22,400

VALE’S VERY LARGE ORE CARRIERS
97 TONS /DAY
$ 64,020.00000111 $ 4,670,000 voyage




Maintenance dredging at Tubarao access channel and
Pier 2, started on January 19th and it shall be performed

in about 11 months.

Expect to reach draft of 25,30 m, allowing very large
vessels to load and sail with full condition.



Port Congestion Contributes to Increased Freight

Dalrymple bay terminal: loading 1 — waiting 15

Duration of delays here depends on the grade of cargo. Some berth almost
immediatlely while others can wait more than 45 days !

R.G.Tanna terminal — Gladstone: loading 4 — waiting 16
Estimated delay 8 days

Newcastle: loading 4 - waiting 40
Estimated berthing delay:

Carrington terminal - 12 days
Kooragang terminal - 12 days

~ Port Kembla - at anchor 5 7 days berthing delay
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PONTA DA MADEIRA - PDM

- Pier | - Abt 07 day(s) berthed: 01 - atroads: 07

- Pier 1l — Abt 03 day(s)berthed: 01 - at roads: 00

- Pier Ill N. — Abt 08 day(s) berthed: 01 at roads: 03
- Pier Il S. — Abt 03 day(s) berthed: 01 at roads: o1
Expected for the next 10 days: 17

TUBARAO
- Pier | S—about 22 day(s) - - Pier | N — about 15 day(s).
- Pier Il — about 17 day(s).

Berthed: 02 - atroads: 18
Expected for the next 10 day(s): 22



Million dwt

DRY BULKPORT CONGESTION - TONNAGE AT ANCHORAGE BY COUNTRY
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Iron ore expansion plans of the big three iron ore companies:

*Vale's Serra Sul project in Brazil is scheduled for completion by late 2011, adding 90 million
tonnes of new production. Vale's total iron ore production in 2010 is forecast at around 300
million tonnes.

*Rio Tinto is expanding annual production at its Pilbara mines to 234 million tonnes by the end
of this year hoping to lift output to 600 million tonnes over the decade.

*Rio Tinto and privately held Hancock Prospecting plan to start producing up to 30 million
tonnes of iron ore a year in 2012 under a joint venture.

*Rio Tinto will invest $1.6 billion to develop Hope Downs 4 in W. Australia, and link it with
existing rail, power and port infrastructure in the Pilbara. Capacity of 15 million tonnes with
first production anticipated in 2013.

* Rio Tinto in partnership with Chinalco aims to dig a huge iron ore mine in Simandou in
Guinea containing 2.25 billion tonnes of ore. The first year's production could reach 70 million
tonnes.

BHP Billiton's Rapid Growth Project 5 is the company's next step in its phased growth path to
nearly a half-billion tonnes per year and will increase overall capacity to more than 200 million
tonnes a year starting in 2011 from 125 million in 2009.



Phosphate Rock Expansion

A new 3.9-mtpy phosphate rock mine in northern Peru began operation in
July, which was originally ily a joint venture by the Brazilian and Japanese
owners of the mine and subsequently shares were purchased by the largest
US producer of Phosrock.

A new 5 mtpy mine began operation in Saudi Arabia late in 2010.

World mine production capacity was projected to increase to 228 million tons
by 2015 through mine expansion projects in Algeria, Brazil, China, Israel,
Jordan, Syria, and Tunisia, and development of new mines in Australia,
Kazakhstan, Namibia, and Russia.



Sources — too many to name

www.shippingaustralia.com.au

www.laphworldports.org
ww.lIsl.org

Tradewinds

www.Isl.org
www.Unctad.org
www.Alcoa.com

Bp.com

laa.org

WWW.lea.org
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http://www.shippingaustralia.com.au/
http://www.iaphworldports.org/
http://www.iea.org/

| sure wish Llew Russel had given this report.
Typical Ocean Freight Costs (Asia-US or Asia-Europe)

Typical Shipping

Unfe thelf Price Costs

1 wirvlt 5700, 00 S10,00
mmw”":,': - e e Bulk shipping costs

} have increased by
it R S only 70% in the last 50
. years.

Scotch ! US retail prices have
Whisky & Bottle 450,00 4015

risen by almost 700%

Coffes El ! 1 ke £15.00 S0.15
Biscults I Tin £3.00 50,05

Y

z

Bear Can 41.00 0.0

ﬁ\. www shippingaustralia.com.au
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