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Importance of shipping
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God must have been a ship owner

He placed the raw materials far away from the location where they are
needed and covered two thirds of the earth with water.

Erling Naess Dekker (1901-1993), Norwegian ship owner
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Earth Land vs Water area

Water 71%
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i What do these three things have in common?
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Coffee Cup

Crude Ol _ _
Oil Refinery
Supplies India
Crude Carrier
Oil Platform
Persian Gulf
Product Tanker

Supply Vessel

Container Ship

polystyrene

Processing Plant
Cargo Ship South Korea
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Wheat Silo
Sea Port
USA / Canada

Fertilizer

Wheat Farm
USA / Canada

-

Dry Bulk Carrier Dry Bulk Carrier

Container Ship Flour Mill Wheat Silo
Sri Lanka
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Fertilizer
Chemica,
Cotton Farm
India
Electricity
Dry Bulk Carrier
Coal

Jeans Manufacturing
India/China

Container Ship
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Types of ships/cargoes carried

Rrecious\shipping 2CE

10



e
PASSENGER

CRUISE

FERRIES

PANAMAX
70-80,000 DWT

CAPESIZE
80,000+ DWT
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World fleet as of 1

SUApril 2018

Largest Flag

Ship Type Capacity Range Ships Owners elel) [Dinr el FEE by no of
(m MT) by DWT .
Ships
Dry Bulk DWT 10,000+ MT 11,278 3,164 819.94 Panama Panama
Tankers DWT 5,000+ MT | 14,532 5,398 607.46 “fs?éizas" Panama
Container Ships 100+ TEUs 5,188 897 255.80 Liberia Liberia
Gas Carriers 100+ Cu m. 1,970 501 65.62 METETEN Panama
Islands
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Dry Bulk Shipping
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i Dry bulk market characteristics

u Capital Intensive.

i High leverage.

i Fragmented ownership structure.

i Adam S mi t pedfect competition market.
i Inelastic supply/demand curves drive price.
i Price takers market.

i Greed and fear drive decisions.

i Perennial booms and busts.

i Highly regulated industry.
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T he-phases:-of the shipping:cycle

1. Freight rates reach a peak;

New orders for ship go crazy;

Minimal new supply reaches

the market; Scrapping comes
to a compete halt;

6. Demand continuesto grow 2. Extreme growth of Supply

and finally overtakes Supply; far exceeds firm and steady

Freight Rates increase; New Demand; Markets start to
ordersrecomimence; collapse;

5. Continued Operating
losses; Scrapping peaks:
World Fleet starts to shrink;
Demand continuesto climb;
New orders non existent;

3. Freight Rates plummet as a
result of Supply increasing
and exceeding Demand; New
orders slow to a crawl;

4. Owners start defaulting on
loans; Scrapping Activity
increases; Banks seize ships
and auction them; New orders
grindto a halt:
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i he-Markeasmanifested:-bythe BDI

12000
BDI (Cape, Panamax, Supramax and Handy)
All time High 11,793 20" May 2008
10000 + All time Low 290 10" February 2016
Previous Highs 11,039 13" November 2007 —BDI
6,208 6" December 2004
8000 — 4,291 3 June 2009
Previous Lows 647 3" February 2012
554  July 1986
471 16" December 2015
5000 W | stest 1,201 19th April 2018
Largest daily fall 963 12" June 2008
4000 \ l ]
o WNW rh
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8000
7000
6000
5000
4000
3000
2000
1000

Lowest
average BDI
in history!!

7,065

Second
lowest ever
BDI in

history.

Fourth
lowest BDI

4510 in history.

Third
lowest BDI
in history.

3.3713,180
2,617

906y 1,018 1137 020 1,206 1,105 1,145 1,175

357 355771

1985 1986 1987 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 Q1'18

Index Value
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i Dry bulk market characteristics

Macro Factors Affecting the Market
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Period (200Q; | World GDP growth By Ul '!'rade
2017) (from IMF) (epEmles)
%Change
Period 18 years 18 years
Average 3.85 5.00
Difference 1.15
Basis point 115

B Annual World GDP growth

2000 2001 2002 2003 2004 2005 2006 2007 2008 2

Year World GDP growth (from| World Seaborne pry Bulk Tonnemiles
IMF) Trade (tonnemiles) %Change

2000 4.8 13146.73 9.0

2001 24 13365.50 1.7

2002 3.0 13475.45 0.8

2003 4.3 14412.72 7.0

2004 54 15937.76 10.6

2005 4.9 16796.29 5.4 i,

2006 55 18096.56 7.7

2007 5.6 19100.08 5.5 ’

2008 3.0 19292.70 1.0 .

2009 -0.1 18591.72 -3.6 8

2010 54 21041.42 13.2 .

2011 4.3 22331.17 6.1

2012 3.5 23722.83 6.2 ’

2013 3.5 24936.06 5.1 2

2014 3.6 26445.46 6.1 0

2015 3.4 26675.89 0.9

2016 3.2 27292.43 2.3 ’

2017 3.7 28680.28 5.1 »,
2018(e) 3.9 29672.80 m

~—"
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be between 3.7 to 3.8%

Clarksons now estimate this to ]

Sourcer/ & ClarksSon

B Annual Growth in Dry Bulk Demand

2010 2011 2012 2013 2014 2015 2016 2017




i AnnUatincrease: i DryIBUlKEShip 'Suppiviin DWT

YearkEnd No of ships Av Dwt Total Dwt % Change | CAGR (8 years period)
2001 5,475 52,281 286,240,32 4.16% ]
2002 5,557 53,024 294,652,56 2.949
2003 5,632 53,834 303,190,41 2.909
2004 5,847 55,139 322,395,45 6.339
2005 6,161 56,681 349,250,81 8.33% [ 6.09%
2006 6,412 57,953 371,596,43 6.409
2007 6,670 58,716 391,638,49 5.399
2008 6,978 59,88 417,841,79 6.699
2009 7,312 62,82( 459,343,24 9.939
2010 8,154 65,624 535,110,32 16.499
2011 9,072 67,16( 609,272,22 13.860
2012 9,628 70,341 677,238,68 11.169
2013 10,112 71,123 719,197,99 6.209% | 7.41%
2014 10,514 71,721 754,070,03 4.859
2015 10,755 71,771 771,899,51 2.369
2016 10,967 72,072 790,409,10 2.409 |
2017 11,210 72,572 813,530,00 2939
2018* 828,947,992 1.909
2019* 841,980,692 1.579

* pased on 30% slippage (actual was 33.7% for 2017) & 12 MDWT scrapping (actual was 15.16 MDWT for 2017) for 2018 and 2019
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= Baltic Exchange Dry Index

Cost: about USD 1 Million Cost: about USD 3 - 6 Million
Downtime: about 10 days in drydock Downtime: about 4 months in drydock

Fleet Rejuvenation

MAERSK plan completed at PSL
LINE . <

Awards won during the year by PSL
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China: - facts

2010 2011 2012 2013 2014 2015 2016 2017 2018
GDP Growth Rate 10.4% 9.2% 7.8% 7.7% 7.4% 6.9% 6.7% 6.9% 6.8%"
Iron Ore Imports (m MT) 618 686 745 820 933 953 1,025 1,075 1,082*
Coal Imports (m MT) 164 182 289 322 292 204 256 271 302*
Steel Production (m MT) 626 684 709 775 813 801 807 845 843*
Steel Exports (m MT) 43 49 56 62 95 112 109 76 61*
Steel Exports %age of 6.9% | 72% | 7.9% | 80% | 117% | 14.0% | 135% | 9.0% | 7.2%
Production

"as of Q162018

*annuali zed based on f i
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Rallroads

China India USA
Area ( Thousand Sg Km) 9,327 2,973 9,147
Rail Road ( Km) 121,000 65,808 228,218

USA had about 100,000 km of rail road in around 1875
China Stimulus investment plan for rail i has increased rail length by 9,000 Km in 2015

Sources:

Worldbank Data

National Railway Administration of The People Republic of China

United States Census Bureau, Report on Transportation Business in the United States at the Eleventh Census 1890
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3 Tihe Middle Class

At a global level, we are witnessing the most rapid
expansion of the middle class the world has ever seen

2016 At the end of 2016, there were about 3.2 billion people in the
global middle class. On average 160 million will join the middle
class annually for the next 5 years.

Global
Middle Class

3.2 1 [<Y 0 Naalllife)s

Each year for the next 5 years will
be added to the global middle class.

In only three years, the fast-expanding global
middle class will reach a historic milestone

Around 2020, the middle class will become a majority We are on pace to add another billion in
of the global population for the first time ever. seven years and another billion by 2028.

UPPER CLASS

MIDDLE CLASS
320 420 5.20
LOWER CLASS 2016 2022 2028

Global Middle Class

Precious . shipping .ROE Source: Brookings
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Changing Food Habits

6 kg grain 2.5 kg grain 2.5 kg grain

1 kg 1 kg
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Food wastage

::}
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Urbanization (% of total population)

60.0
50.0 —
40.0 I
30.0
20.0
2000 2002 2004 2006 2008 2010 2012 2014 2016

= Arab World = China
= East Asia & Pacific (excluding high income) — |riclia

= liddle income World

Precious.shipping 20L Source: World Bank




Then & Now
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Then & Now
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Then & Now
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Then & Now
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i Dry bulk market characteristics

Micro Factors Affecting the Ship Owner

Rrecious\shipping 2CE
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i Disadvantages of older ships

i Less fuel efficient

u Higher maintenance

i More prone to mechanical failures

i Cost of Insurance increases

i Very hard to fix on long term charters
i Earn lower rates

i Unable to comply with regulation requiring
expensive retrofits.

Rrecious\shipping RPCE
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i Advantages of selling older ships

i Average fleet age reduces
i Fleet operating costs decrease
i Helps deleverage your balance sheet

u Fleet becomes more attractive to charterers,
iInvestors and financers

i Fully compliant with all existing regulations!

Rrecious\shipping RPCE
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Regulatory changes - BWM Systems & Scrubbers

Ballast Water
Management Plant

Cost: about USD 1 Million Cost: about USD 3 - 6 Million
Downtime: about 10 days in drydock Downtime: about 4 months in drydock
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242 existing ships are LNG fueled.
This is just 0.26% of the existing

fl eet o f 9 4

LNG-fuelled (Existing Ships)

Rrecious\shipping RPCE
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111 On order ships are to be LNG
fueled. This will be just 0.35% ships
will be LNG fuelled of the total fleet of

s h 199, &9 ships as of errd®@12020 (hbasis

Feb01l18 dat a).

LNG-fuelled (On Order Ships)
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162 On order ships are to be
Scrubber fitted. Including the forward
book there will be just 0.45% ships
Scrubber fitted of the total fleet of
97,907 ships as of the end of 2020.

279 existing ships are Scrubber
fitted. This is just 0.30% of the
existing fleet of 94,398 ships as of

end Mar 018

Scrubber fitted (Existing Ships) Scrubber fitted (On Order Ships)

Precious\Shipping 2CE SourcereClarksons



Issues:

U Differential between clean oil and dirty oil is expected to increase to over USD 400 PMT.

U Ship burns 25 MT of oil/day additional cost per day would be about USD 10,000 (about
USD 2m per year assuming 200 days at sea).

U Scrubber costs about USD 6m, require 4 months to retrofit in dry dock, and would have a
payback of about 3 years.

Problems:

u Ifact ual results donot me et the emi ssion stanit

U Even if the system works perfectly, what if the Scrubber manufacturer goes bust? Where

will you get your spare parts or consumables from?

U Storage of wash-wat er

U Ships staff need to be trained.

pumps.

U And, most importantly, ship owners simply do NOT have that much cash lying around to

and itodés disposal wildl have
Installation of additional power for the huge scrubber

spend on expensive, untried and untested, equipment.

Actionable Plans:
U At PSL we plan to burn LSFO

U This will allow us time to see if the scrubbers actually work, whether the manufacturers

or MGO to begin with for the first year.

are financially solvent, and, hopefully, prices would come down in the meantime.

U After ayear we will relook at this exercise to see what are the Fuel oil price differentials,
cost of scrubbers, availability of high sulphur fuel oil etcetera before making any decision.

Rrecious\shipping RPCE

38

t

o




iRegul ey liapact of LEFA) or

By the start of 2020, there will be 142.03 MDWT or

17.3% of existing dry bulk fleet that would be over
41.5% 15 years of age and become likely scrapping
candidates due to expensive regulatory
environment, the direction of BDI and scrap prices.
By the end of 2020, this figure will reach 165.26
MDWT or 20.2% of the existing fleet.

45%
40%
35%
30%
25% 22.4% 21.6%

20%

15% 13.0%

11.6%

7.9%

10%

5%

0%

Handysize Handymax Super Ultramax Panamax Capesize
Handymax

m%ge >15 yrs by start of 2020
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—
i 31d & Stibsequent’Special Surveys

14

12

10

mDWT
-

M

o
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DWT of ships that will need to carry out their
scheduled 3 or subsequent Special Survey (SS) and
will need to fit the BWTS onboard.

12.3
11.1
10.3 10.0 I 10.1 I

Ship turing Ship turning Ship turning Ship turning Ship turning
15/20/25/30 15/20/25/30 15/20/25/30 15/20/25/30 15/20/25/30
yearsin Q4-19 years in Q1-20 years in Q2-20 years in Q3-20 years in Q4-20

W 3rd SS (15yrs) m4th SS (20yrs) ® 5th SS (25yrs) = 6th SS (30yrs)
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\What Steps Will' Owners/take-post & SLdan, 202072

U Try and reduce the additional daily cost by burning less clean
oil per day.

U This can be done by slowing the speed of the ship.

0 Daily consumption would drop by between 3 to 4 MT per day
per Knot of lower speed.

0 Most owners would reduce speed by about 2 knots.

U Assuming normal speed of say 12 knots the ship would
steam 12K X 24 hours X 200 days = 57,600 nautical miles.

U Reducing normal speed to say 10 Knots the ship would
steam 10K X 24 hours X 200 days = 48,000 nautical miles.

U This resultsin a 16.7% reduction in available ship capacity.

U Post 1st January 2020, owners will scrap many more older
ships.

U Owners will slow down their ships in a significant manner.

U Supply side will reduce further due to slow steaming and/or
additional scrapping.
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i

i

Rrecious\shipping RPCE

Raised equity via a Rights Issue in middle 2015 of about USD 65m.

Raised about USD 100m via a 5 year, covenant light, bullet repayment,
unsecured bond, coupon under 6 %, I n J
Debt Deal of the Yearo by Marine Mone)

Raised about USD 55m via a 3.5 year, covenant light, bullet repayment,
unsecured bond, coupon of 5.75%, in December 2016.

Sold 17 older ships that would be expensive to retrofit for regulatory
compliance during 2015 and 2016.

Of the above we sold 16 ships for recycling i.e. 33% of the then existing
fleet was recycled.

We took delivery of One Ultramax and sold One older ship for further
trading in April 2017. One Shipbuilding Contract for one Ultramax was
automatically terminated in May 2017.

No further capital expenses envisaged.

42




BDI vs changes in-PSL Fleet

54

52
12000
50

48
46 L 10000
44

42
20 8000
38

PSL Fleet Size
BDI

36 6000
34

32
30 ) 4000

1A !

26
2000

24

L ITFEPE LIS SFS® SIS NN N R
N NN NT N NN NN NN NN NN NN NN NN NN NN N

e PS|_ Fleet Size===BDI
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i Examples of speculative pbehaviour

i Speculating on asset prices

i Purchasing Forward Freight Agreements
i Purchasing Bunker Hedges

i Dealing on the Spot Market

i Interest Rate Swaps

i Borrowing in local currency

Rrecious\shipping RPCE
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i L.ong-term charters 0 Pros/Cons

u Long Term Time Charters secure a visible and
secure future income stream.

i The longer the Time Charter, the better security it
provides.

it When a ship is fixed on a Long Term Time Charter,
the Shipowner is exposed to significant
counterparty risk.

Precious\Shipping L2CE
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i Major benefits jof deleveraging

i Wipes debt off the Balance Sheet.
it Reduces Finance Costs.
i Shelters a Ship owner from the Downturn.

i Sets in motion the preparation for the next
Upturn.

Rrecious\shipping RPCE
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i Eunded debt & debt / equity ratio

EmFunded Debt (Million USD) -e-Debt/Equity Ratio
4.00 - 3.79 - 600
3.50 -
482%, s
200 469+ 500
3.00 - - R o 410
o - : - 400 o
= 2.40
g 250 - 3oL 2
o
2.00 - o - - 300 E
150 26 227 i 1.48 =
50 1 185 *31.20 3 - 200 ©
0.90 M 157 163 a
1.00 - ' 128
: 110 deEEL
050 0.560.36 106 oo " -0 100
ml "|l|||
0.00 - 0
93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17
Year
* Funded debt consists of loans and USD 154.62 million of debentures
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Total Bulker Sales

25,000 800
22,571
- 700
683 A
20,000 -
6
- 600
611
72
- 500
15,000 -
5 1,686 o
= O
b= - 400 g
? 5
2 z
10,000 -
301 8,566 347 - 300
7,585
0513 6072 6,198
5321 5,495 5,255 60 200
5,000 -
1,972 [ 100
U _ l_ U
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 Q1'18
mm Total Bulker Sales (S Million) =f—Total Bulker Sales (Numbers)
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i Tight Control on Costs

To end up with a small fortune In
Shipping you need to start with a very
large one!

Rrecious\shipping RPCE
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i PSLOS “OPEX 'br eak

U These are the fixed costs required to run a ship and are evenly spread over the entire year of 365 days.
U PSL6s Opex per day per ship for 2016 and 2017 was
Broken into:

2016 2017
UsD % UsD %
Crew costs (Abt. 26 people /ship) 2,351 52.21% 2,315 53.16%
Manning Expenses 217 4.82% 178 4.09%
Victualing 160 3.55% 153 3.51%
Lube oils 187 4.15% 163 3.74%

Particulars

Insurance 302 6.71% 298 6.84%

Repairs/Maintenance 134 2.98% 130 2.99%
Stores/Spares 377 8.37% 408 9.37%
Dry-dock/Special Surveys 417 9.26% 319 7.32%
Management Expenses 271 6.02% 315 7.23%
Misc. expenses 87 1.93% 76 1.75%
Total 4,503 100.00% 4,355 100.00%

OPEX TARGET FXDR8: USD4,500per day per ship
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i P:S™ 0+s. - OP-E X ‘& andysize average

(excluding dry .docking & special survey

14000 $6,000.00
.......... .....'.
12000 . ............ o Wttttteeeg O Py $5’00000
2017 Industry Average OPEX will
be available around Oct 2018
0000 A& . o
........ R POU RS Sy @0 $4,000.00
) .-. ..... @
8000
$3,000.00
6000
$2,000.00
4000
2000 $1,000.00
0 $0.00
SN 0,6\ SEN PR N ("\',\
QQ/ ,Qe QQ/ QQ/ ,Qe QQ/ ,Qe ,Qe ,QQ' ,Qe ,QQ' ,QQ' ,Qe
N %Y sy %Y %Y sy %Y %Y %Y %Y N e %Y

—BD| —e—PSL Average OPEX=e—Industry Average OPEX
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Keys  to: mini mi

i Select good crew, train them well, and retain them.

i Direct recruitment from the Government Colleges
catering to the Maritime sector.

i Supplying study material, scholarships, Gold medals
and preparation of a new curriculum.,

i Ensures crew loyalty.

i An advanced training centre including a state of the
art Million Dollar virtual simulator.

i Floating staff remains abreast with the Iatest
technology.

Rrecious\shipping RPCE
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Crew morale

it Onboard internet facilities to keep Crew in touch with
their families.

i Good food onboard all our ships.
u All salaries are rank and merit based.

it Crew are employed on a contractual basis and it is
essential that they return.

i Returning Crew take better care of their ships.

Rrecious\shipping RPCE
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N How 1o keep costs. at a’llow enotiah-level to

survive downturns

u Efficient control of OPEX is key to survival in bad
times.

a If you think training is expensive, try an accident.

u Direct recruitment and involvement with universities
IS a good way to develop bonds with your future
officers/crew.

i The reputation of a Shipowner and his P&L account is
dependent on the quality of his officers/crew.

Rrecious\shipping RPCE
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