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Ship trends and the design vessel for port planning

Forecast in 5 yearly periods for 40 years
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The Australian ports vary from small to very

Yamba with 12,000 Port Hedland with over
mass tonnes of cargo 177,000,000 mass tonnes
per year of cargo per year
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On one hand Australian ports are amongst
the world’s largest

Of the ten largest ports worldwide five are Australian
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Dry bulk fleet

Of the ten largest bulk ports worldwide five are Australian

ustralian ports
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This too!
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Myth amongst port planners that ships
always get larger

The world had larger ships in service in the 1980s than
It has today
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Dispel the myth that ships get ever larger

ULCC “Batillus” 553,662 dwt
H—*——_"ﬁm Batillus in 1976, went for

scrap in less than a decade
and spent most of her
service laid up until 1984

| Despite economies of scale,
Batillus was just too large
for most terminals

535 metres long

81 metres wide
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Dry bulk - “Berge Stahl” largest at 365,000

dwt

LOA — 343 m
Beam — 65 m
Draft — 23 m

Travels only between Brazil
and The Netherlands

Launched in 1986 and the
largest bulker till 2011
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Dispel the myth that ship fleets get consistently larger
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Demand : Historical Perspective

= Major bulk growth
rate was maore than
minor bulk growth
rate.

Major bulk growth
rate was mainly due
l to iron ore imports
to China.
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Minor bulk trade

Major bulk trade (iron ore and coal)

CAGR (2000-05): 6.2% CAGR (2000-D5): 2.7%
CAGR (2008-10): -0.9% Growth rate in 2010: (7.9%)

CAGR (2008-10): 6.1% Growth rate in 2010: (11.8%)

Million tonnes
Million tonnes
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mmm Major bulk (irom ore and coal)  ————% share of Iron ore [right axis)

" Estimated
Source: Drewry Maritime Research
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Demand Outlook: To grow by 5-7% p.a. over next five years

Drewry scenario

Major Bulk Minor Bulk Dry bulk demand
Million Million %
tonnes % Growth tonne Growth

2011 {f) 1,930 0% 1,296
2012 {f) 2029 5% 1,350
2013 {f) 2128 5% 1407
2014 (f) 2,230 5% 1,467
2015 {f) 2,340 5% 1,530
2016 {f) 2457 5% 1,506

/%
/ e

4.7%

Tonne miles growth rate

Billion tonne % Billion tonne % =

miles Growth miles Growth 2010 2011 2012 2013 2014
2011 {f) 12,101 2%
2012 {f) 12,925 7% 7.265 6%
2013 (1) 13,773 7% 7,684 6%
2014 f) 14,662 6% 8,131 6%

7%

7%

6,873 10% Mamor bulk = MiniOr bl

Source : Drewry Mantime Resesarche

2015 {f) 15,634 8,606 6%
2016 {f) 16,630 9113 8%

= The dry bulk demand forecast is based on IMF projected average global real GDP growth rate of 4.6% from 2011 to 2016.

= Forecasts are subject to current economic uncertainties. A prolonged slowdown in many countries in Europe or a “double dip” in the
LIS could lower the growth in dry bulk demand.

= Chinese Government policies to consolidate its steel industry, cool down its housing market and curb inflation will have direct impact
on iron ore trade.

= Whilst our outlook is optimistic , there is some downside risk to the growth in demand.
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Supply Outlook : Shipbuilding costs rising

Steel prices
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Source: Drewry Mantime Research, BLS, Economist * Estimated
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Supply Outlook : Excess Shipbuilding Capacity

Shipyard Output and Orderbook
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Source: Clarkson , Drewry Maritime Research

There is excessive shipbuilding capacity and yards are reducing prices to get new orders or resell cancelled orders. Number of
new orders were placed in 2010 and 2011 based on prices rather than “demand/supply” rationale. This will aggravate the problem of
oversupply and freight market recovery.

Shipbuilder face cost escalations which could limit how much further new building prices can fall especially in Korea or Japan. China is
looking to capture shipbuilding market share and will price accordingly

New building orders for Large Container, LNG and Offshore have absorbed a large part of the quality capacity at the established yards.
However, much of the “NEW"™ shipbuilding capacity is focused on the small to medium Dry Bulk vessels — this is where the maximum
pressure on new-building prices will come.

Lower Newbuilding prices will impact second hand prices.

Shipbuilders should use some of their excess resources to design and build a new generation of “green fuel efficient vessels”,
which can compete with the redundant designs of the past.
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Supply Outlook: Fleet growth continues unabated
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Source; Drewry Mariime Research

Deliveries assumptions
« Sofar, 40% of the 2011 order book has been delivered until end of July 2011- so clearly there is slippage/cancelation of deliveries

Current dry bulk order book: 42% of the current fleet
« Given the state of the freight market we expect deliveries in 2011 and 2012 will be similar to 2010, Much of the existing orders will be

pushed forward into 2013 and beyond.
« |nthe years after 2012, deliveries will comprise of slippages from previcus years and “new orders”. Clearly yards will not be working to

full capacity.

Demolition Assumptions
In the next 3 to 4 yvears mast of the vessels aged 25 years are expected o be scrapped.
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Dry Bulk Outlook : Excess Supply continues to grow

end 2012
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Demand and Supply in the above chart are the respective growth rates expressed in percentage
The market needs excess supply for equilibrium, too little excess and the freight markets “take off” and too much excess and the rates
“ank”. Thus in 2007/2008, an excess of 50million dwt was too little, whilst the current excess of 180 million dwt is too much

Based on our current demand expectation we see the Supply surplus increasing until the end of 2012 when it peaks, the problem is
that surplus is being ahsorbed too slowly after 2012, This is mainly due to the “excessive shipbuilding capacity” and a relatively young
fleet. Therefore we can only expect a slow recovery, which will feel like bumping along the bottom.
Clearly there will be volatility due to seasonality, congestion, stocking/de-stocking and other external factors. However , demand
projections have the mast downside risks linked to the world economic growth.
Drewry™ 1o«
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Conclusion- what is the New Normal?

During the period 2004- 2008, there was very high Demand Growth and limited shipbuilding capacity which could not keep up
with demand. We got high freight markets and asset values. Abnormally high returns for Ship Owners and Shipyards.
o New Players enter the market
0 New Shipyards with no ship building experience or technical ability

o New money and New Ship owner's. Traders, miners, power plants, speculators, private equity, bankers all joined the
party.

o “Risk On" ie counter party risk ignored whether it was for charters, ship building contracts or finance

The “New Normal® is High Demand Growth but with excessive shipbuilding capacity which will maintain a fleet oversupply in most
of the shipping sectors. Increasing operating, voyage costs and port congestion are here to stay. Normal returns ( with sub -
normal returns for the next 2 years as asset values correct) and high volatility. Very limited ship finance available and number of
Ship owners (which were aggressive in the boom) with severely damaged Balance sheets. The Shipping Industry needs new
entrants and new money
o But Players Exit:
o some new shipyards (hopefully),
o new ship owners whose core business is not shipping where low shipping retums dilute their overall eaming, private
equity cutting losses, traditional owners who over played the boom
“Risk Off"- everyone acutely aware of risk

Actually the “New Normal™ is really the “Old Normal™, Shipping is about “timing” of investment decisions, well designed and built
ships, good maintenance and good ship management. We are back to basics

We should forget the period 2004/08, as this was a once in a life time ‘event”,
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Development of average dwt across the Dry
Bulk fleet

Dry bulk vessel sizes have increased significantly
over the last forty years, both within size ranges
and across the fleet as a whole.

The largest Capesize vessel for quite sometime
was the Berge Stahl — built 1986 with 365,000
dwt. However there are currently on order a
number of VLOC's of 400,000 dwt plus, mostly
for long term contracts between Brazil and
China.

B 1970-1070

s
sl Brazil is funding ships
sl [0 better compete with
Australian dry bulk
l exports to China and

Japan

000
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Tanker fleet typical LOA

Handy and Handymax fleet

Average freight rate assessment

Used for U.S. tax to avoid transfer payments

ULCC (415 m)

r' =~
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Tanker Fleet — typical sizes

Handy and Handymax fleet

Classification | Typical Size LOA Beam | Fully Loaded
(DWT) (m) (m) Draft (m)

ULCC Over 415 78 24
400,000

VLCC 300,000 350 60 21

Suezmax 185,000 285 48 18

-, Average freight rate assessment

A Used for UgS. tax to agoid transfer payments 41 15

Cooatglsontoas Yy anr 32 11.5
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ULVV-VLCC Tanker Fleet DWT by Year of Build
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Suezmax Tanker Fleet DWT by Year of Build
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Panamax Tanker Fleet DWT by Year of Build
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Aframax Tanker Fleet DWT by Year of Build
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Handymax Tanker Fleet DWT by Year of Build
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Handysize Tanker Fleet DWT by Year of Build
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Comparison of the existing tanker ship fleet with ships
on order 2011

OIL TANKER OB

OIL TANKER FLEET

DWT |No. of Vessels|% of Order Book [No. of Vessels |% of Fleet

Handy 10,000
29,999 91 12% 433 10%

Handimax 30,000
59,999 214 29% 1507 35%

Panamax 60,000
79,999 61 8% 412 10%

Aframax 80,000
119,999 104 14% 901 21%

Suezmax 120,000
199,999 125 17% 437 10%

VLCC ULCC| 200,000 7~ N\
450,000 148 ( 20%/) 569 13%
More 0)

743 100% 4259 100%
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Tanker fleet

 The general upsizing of the tanker fleet continues within each
segment of the fleet except for Handysize;

* New orders appear to have a speculative content with 20% of
the existing fleet on order; and

 There Is no increase in the size in the very largest vessels in
the fleet.
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LNG carriers Q-max -Trading between Qatar




LNG carriers from LNG Shipping World
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The "LING carmier orders and deliveries” statistics are provided by BS Energy Services while the "LING carmiers on order” table
| Lt

on page 28 is compiled by LNG g

China to increase imports by
4 times in the next 5 years
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LNG

» There has been a general upsizing in the fleet in the last 10 years. Until
2005 80% of the LNG fleet was concentrated in the 125,000 to 150,000

cu m, the rest was distributed in the smaller segments of the fleet;

 As of September 2011, 60% of the fleet is in the 124,000 to 150,000 cu m
size and nearly 30% in the higher segment. Whereas the smaller segment

contributes less than 7% of the fleet;

* The order book for the LNG fleet is mostly project driven and generally
more restrained than many other fleets. However, the order book has now
touched 20%; and

» The short term charter rate has increased by nearly 100% to USD 110,000
per day. This rate is probably unsustainable given the rise in the order

book and the continuous series of LNG project delays.
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