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Clarksons Research

E Shipping and Trade

Market leaders in providing timely and
authoritative information on all aspects of
shipping. Data is available on over 100,000
vessels either in service or on order, 10,000
companies and 600 shipyards as well as
extensive trade and commercial data, and over
100,000 time series.

Valuations

The world’s leading provider of valuations to the
shipping industry and financial community. More
than 20,000 valuations are handled annually,
covering the full range of vessel types.

Offshore and Energy

The leading provider of data to the offshore
industry for more than 30 years. Providing clients
with the key information they need to operate
their business more effectively. Market
intelligence is available on more than 25,000
structures, vessels and companies and 6,000 oil
and gas fields.

Research Services & Consultancy

A leading provider of consultancy and bespoke
services, including tailored data feeds to meet
clients’ needs.

Market leader, excellent brand, 100 staff globally, track record of growth,
innovation and investment, broad and diverse product range and client base.
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Offshore and Energy

2015 (e) — 17% of energy,
26m bpd and 107bn cufd

Renewables, 3%

Hydro, 7% _— Bioenergy, 0%
Nuclear, 4%\

Oil Onshore, 23%

— / Oil Offshore, 9%

Gas
Onshore
0, —_ ?
Coal, 30% 17%
Gas
Offshore,
7%

Data Source: Clarksons Research/BP Statistical Review May-15

Shipping and Trade

2016 (f) — 11bn tonnes,
85% of world trade

Gas &
Chemicals Iron Ore
5%
Qil 13%
Products
9%

Coal
10%

Crude Oll
17%

Dry Bulk
21%

Containers
24%
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Shipping Market — Key Points

1.

Stressed Market Conditions. Clarksea Index down to $7,000 in 2016 with very weak sentiment —
possibly some of the toughest years since financial crisis for shipping. Oversupply continues after
ordering in 2010 and 2013. Stress in bulkers, tankers OK but easing back. Pressures in container market
building and major stress across offshore driven by oil price collapse. Better markets in some niches
(Cruise, Ferrry, Ro Ro).

Shipping at Heart of Trade. World economy now sluggish and risks building. Trade impacted by
Chinese economy & oil prices. But still 85% of trade by sea and long term growth potential.

Fleet Growth Slowing. Still 50% bigger than after financial crisis so opportunities for service sector.
Steady deliveries in 2016 and 2017 and higher demolition. Delivery levels in 2018 uncertain and “non-
delivery continues”.

Shipyard Pressure. Shipyard ordering very weak and pressures building for further consolidation and
capacity reductions. Weakest ordering since 1980s expected in 2016 — continued weakness in 2017
anticipated with focus on small and niche (not offshore). Still long term newbuild demand next ten years
but timing very volatile and very low investment in short term.

Ownership Change. Ownership consolidation.

Financing Change. Big change in financial landscape & restructuring increasing. Is limiting short term
investment and orders.

Regulation, Environment & Technology Change. Regulation accelerating & Technology and innovation
opportunities with e-commerce, data, IT and satellite communication to ships to support productivity and
regulation.

September 2016 Shipping Market Overview www._clarksons.com 4
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World Cargo Fleet: Supply-Demand Balance
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Shipping Since the Financial Crisis

ClarkSea Index 2008-16

O ClarkSea | Opex Index
Index ($/day)| ($/day)
45

" 2008 32,654 6,823
= 2009 11,330 6,597
w0 2010 15,489 6,789
25 S 2011 12,312 6,031
20 2012 9,576 6,722
15 2013 10,263 6,672
10 2014 11,743 6,593
e 2015 14,410 6,589
'ssgzeercesoozresee 20107 #9929 6380
53535353535353535°3 2016* = Year-To-Date

Uses Moore Stephens OPEX — weighted using ClarkSea
assumptions
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Shipping — The World Fleet

World Fleet as at June 2016 (No. of Units)

Crude Tankers
Product Tankers
Chemical Tankers
Spec. Tankers
Bulkcarriers
Combos

LPG Carriers

LNG Carriers
Containerships
Multi-Purpose Vessels
General Cargo
Ro-Ro

Car Carriers
Reefers

Offshore
Dredgers

Tugs

Cruise

Ferries

Other Non Cargo
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I 5222
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e =110712

90,000 ships
1.2bn gt
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$650bn fleet
& $190bn

orderbook -

14982 (excluding
offshore)

I 17512
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Data Source: Clarksons Research
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World Fleet Growth Development
Fleet has grown by
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Regional Ownership Trends

Regional Ownership — Top Five Countries*
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i Reported Shipbuilding Orders Per Month (No)

2016 - record low from “perfect
storm” of all major freight markets
being weak, over ordering in 2013

(private equity / eco) and 2015 (Tier
1), financing conditions, yard pricing
and very weak sentiment. Oil price

600 impacting offshore.
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Offshore Market — Key Issues

Cycle. Multi-year downturn and worst market since 1986.

Oil Price Key Driver. The oil price correction has been driven by over supply. Recovery in oil price since
Q1 but further gains may be difficult in short term.

E&P. Offshore E&P spending down 20% in 2015 and 25% in 2016.
Costs. Project costs coming down by around 30% making some projects viable.

Strong growth in number of assets. Over the past 10 years, the total number of rigs globally has
increased by 25% (200 units but decling in 2016) and the number of FPSO by over 50% (70 units).
Growing interest in FLNG. Strong increases in number of subsea assets also.

Removals and stacking increasing. Rig utilisation at 70% (excludes cold stack and completed units at
shipyards).

Delays and non-delivery from shipyards increasing.

Day Rates for high spec Jack-Ups down to $90,000 and for floaters around $225,000. Drop in OPEX
also significant.

Financial Restructuring. Widespread financial re-structuring will take place.

Few positives. Wind and Decommissioning more active. Production projects may recover earlier.
Middle East a little more active.

July 2016 Shipping Market Overview www._clarksons.com
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Offshore: Most Challenged Market on par with 1986

1986 Downturn 2006-08, 2011-2014
« Overproduction by the Saudis caused a « Record high oll prices stimulate
major downturn in the offshore industry. investment in ever-more
« This resulted in significant stacking of sophisticated assets capable of
assets (Invergordon, Cromarty shown ultra-deepwater operations.
above).

September 2015 Offshore Forecast Club www_clarksons.com
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Production Assets Drilling Assets

Fixed Platforms >7,500 ; ' Jack-Up Drilling Units >500

* Fixed installations may i H e « Drilling assets used in shallower
also fulfil functions water depths.
including:

+ drilling

* accommodation
* processing

FPSOs >190 Semi-Sub Drilling Units > 170
+ Floating Production + Used in Mid-, Deep and Ultra-
Units Deep water depths.
+ Wave-handling capabilities make

Semi-subs the preferred floater
units for harsh environment
drilling.

Other Mobile Drillships >120

Production Types >160:
* Include:

» Tension Leg Platforms
+ SPARs

+ Semi-Submersibles

» Jack-up Production

+ Typically utilised to drill
wells in deep and ultra-
deep waters of up to
12,000 feet.

July 2016 Offshore Market Update | Clarksons Research www_clarksons.com
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Rig Utilisation Jack-Ups: 70%

Floaters: 71%

mm Jack-Ups s Semi-Subs s Drillships
800 100%
Floater Utilisation "Ge
700
95% Jack-Ups -12%
v 600 Floaters 252 182 -28%
4 90% ,
o 500 4 Total Rigs 645 528 -18%
= 2
< .
s 400 85% 2
2 el ACTIVE
E 300 SUPPLY Ch ange
z 80%
200 /‘ Jack-Ups -0.6%
Jack-Up Utilisation 75% Floaters 285 255 -11%
100
Total Rigs 777 744 -4%
0 ' ' . ' 70%
R REREEEEEREEEEEE -
§3535353838353833

Data Source: Clarksons Research
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Rig Demolitions

Rig Stacking

mJack-Up <=300 u Jack-Up >300
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SIOUS Incidents 2015/2016 - Mobile Drilling and
Moblle Product|or1 Unlt |

''''''

Latin America

~ 2016 ytd
m 2015

“Serious Incidents” include
Losses, Hull Fracture, Fire or
Explosions, Collisions, Piracy,
Pollution and Weather Damage
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Seaborne Trade By Main Commodity

Energy Crude Oil

Steel
Metal Industry Iron Ore . Metal Industry — 24%

Agricultural

Agriculture - 11%

Other Cargo Other Dry |Chemicals Other - 10%
0 500 1,000 1,500 2,000 2,500 3,000 3,500 4,000 4,500
Source: Clarkson Research Million Tonnes of Cargo, 2015
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China in the World Maritime Economy

Value added
growth

@ Turning point

China? >

Resource

Population

GDP (market)

GDP (PPP)

intensive For the shipping
growth industry the key
iIssue is the Seaborne Trade
STy il timing of the two
undeveloped

turning points

Trade Growth
Source: Mantime Economics Martin Stopford (1997)

Stage 1 Stage 2 Stage 3 World Fleet
Early Industrial Transitional Mature

Key factors driving future trade growth scenarios: Deliveries

- Management of economy and stabilisation from current trends
- Future pace of growth in the economy and in domestic demand
- Extent of change in energy mix and pollution control

- Rate of change in construction activity and steel output

- Extent of regional contagion

- Competitiveness of exports

Orderbook

0%

China’s Share of World Total

Exchange rate
measure of
world GDP

!

| ‘PPP
measure of |
world GDP

—

- ? Share of world
shipbuilding
10% 20% 30% 40% 50%

July 2016
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Contracting, Deliveries & Demolitions

200 Million GT §
180 2016 & 2017 2
forecasts to be £
160 confirmed in late
September 2016
140
120

o B ¥ 8588388 E 3

Note: Owing to slippage
and cancellation, not
®Orderbook |  eyerything on order as of
mDeliveries 1= Feb-18 will delver int:
the fizet.

Relatively few vessels built in the
1880s so limited replacement
requrement

\
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Major Shipping Centres — World Fleet

Athens,
Piraeus — . + Owners based in the top ten cities account for
Tokyo - - over 50% of world tonnage.
Hamburg [} | « The largest city zone is Athens, with owners
_ based here controlling a combined fleet of
ol _- 1 b 4,554 vessels of 171m GT.
Hong Kong, u o
shenznen R . ag;a"kers «  The next largest city is Tokyo, which controls a
Seoul - I = Specialised fleet of 97m GT.
imaban - I mhion-Cargo » Hamburg has the largest liner fleet of any city,
Shanghai . I 48m GT, accounting for 70% of the cities total.
Copenhagen I I
London . I
0 50 100 150 200

The graph shows the top ten ‘owner zones’ by the size of the fleet in terms of GT. The ‘owner zones' are defined as the combined fleet of
all shipowners who have a head office address that is within an approximate 40km radius of each major city. The data is based on the
recorded location of the ‘beneficial owner’, defined as the ship owning company with the main commercial responsibility for the ship.

July 2016 Shipping Market Overview www_clarksons.com 23
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Environmental Regulation Timeline

Key
Date Ballast Water Convention
Baltic Sea ECA in effect ————p
2006 Hong Kong Convention
2007
SOx
North Sea ECA in effect p———» 2008 Global NOx Tier I Limit
2009 NOx
EEDI for newbuildings formally adopted Pt 2010 < o 1.0% ECA Sulphur Limit MRV
North American ECA entered into force 24 Globat NCX Tiee ) Lk £ea
—— 2012 e —
— 3.5% global sulphur limit EEDI
EEDI & SEEMP Mandatory (Phase 0) p———» 2013
2014 - 0.1% ECA Sulphur limit
US Caribbean ECA enters into force / 2015 é/>/ o =
ECA NOx Tier Il emission limit takes effect™
Lower EEDI reference line (Phase 1) 2016 — ]
. 2017 Ratification of Ballast Water Management Convention
EU Monitoring, Reporting & Verification 2018 \
Ballast Water Convention enters into force
2019
2020 ( Potential entry into force of Hong Kong Convention
Lower EEDI reference line (Phase 2) 2021 T~ 0.5%** global sulphur limit
2022
2023 *At the MEPC 66 it was decided that, as of 1st September 2015, Tier Il limits within
2024 future ECAs will only apply to ships built after the date of adoption of the ECA, or a
later date as may be specified in the amendment designating the NOx Tier Ill ECA.
I Lower EEDI reference line (Phase 3) I—> 2025 ** Subject to review into availability of low sulphur fuel, with option to delay

implementation to 2025. Final decision expected at the MEPC 70 in October 2016.

September 2016 www_clarksons.com 24
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MODU Build Cycles

Large orderbook
but delays likely

90 - \

34 generation \

80 - mFloater Orderbook | -
m Jack-Up Orderbook \

\
70 m Floaters

60 - | = Jack-Ups |  6th generation

50 -

27 generation 4t generation

40 -

Number of Deliveries

5th generation
30 : :

20 -

10 -

o
[

1960
1965 |
1970
1975
1980
1985
1990
1995
2000
2005
2010
2015
2020

Data Source: Clarkson Research Services
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Cold Stacking

Number of Units

Cold Stacked Age Profile
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Data Source: Clarkson Research Services

Major Cold Stacked Rig Locations

Location

Port Fourchon USA
Sabine Pass USA
Port Iberia USA
| . II]L Freeport USA
2 2 8 8 = Cromarty Firth Scotland, UK
S Dubai UAE
Labuan Sabah, Malaysia
Jurong Singapore

July 2016
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Rig Dayrates
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North West Europe Med/Caspian
Active 172 units
North America Idle 22 units
Total 194 units

Asia Pacific

Active
81%

@
i West Africa

S&C America Middle East/ISC
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Productlon Outages 2016 — Offshore Fields

a—"
el 2 —

US Gulf
9 Fields

South America
3 Fields

Note: Includes all fields
offline in 2016ytd, including

planned maintenance. ) A:J;‘:»}rlzlia
Single outages can affect West.Afnca lelds
multiple fields. 3 Fields
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Disclaimer

The matenal and the information (including, without limitation, any future rates) contained herein (together, the "Information”) are provided by CLARKSON RESEARCH
SERVICES LIMITED ("Clarksons Research"”) for general information purposes. The Information is drawn from Clarksons Research database and other sources. Clarksons
Research advises that: (i) any Information extracted from Clarksons Research database is derived from estimates or subjective judgments; (ii) any Information extracted from
the databases of other mantime data collection agencies may differ from the Information extracted from Clarksons Research database; (iii ) whilst Clarksons Research has
taken reasonable care in the compilation of the Information and believes it to be accurate and comrect, data compilation is subject to limited audit and validation procedures
and may accordingly contain errors; (iv) the provision of the Information does not obviate any need to make appropriate further enquiries; (v) the provision of the Information
is not an endorsement of any commercial policies and/or any conclusions by Clarksons Research and its ‘connected persons', and is not intended to recommend any decision
by the recipient; (vi) shipping is a variable and cyclical business and any forecasting concerning it may not be accurate. The Information is provided on "as is” and “as
available™ basis. Clarksons Research and its ‘connected persons’ make no representations or warranties of any kind, express or implied about the completeness, accuracy,
reliability, suitability or availability with respect to the Information. Any reliance placed on such Information is therefore strictly at the recipient's own risk.

This Information is confidential and is solely for the intemal use of the recipient. Neither the whole nor any part of the Information may be disclosed to, or used or relied upon
by, any other person or used for any other purpose without the prior written consent of Clarksons Research. Especially, the information is not to be used in any document for
the purposes of raising finance whether by way of debt or equity. All intellectual property nghts are fully reserved by Clarksons Research, its ‘connected persons’ and/or its
licensors.

To the extent permitted by law, Clarksons Research and its ‘connected persons’ shall not be liable to the recipient or any third party for any loss, liability or damage, cost or
expense including without limitation, direct, indirect, consequential loss or damage, any loss of profit, loss of use, loss of or interruption in business, loss of goodwill, loss of
data arising out of, or in connection with, the use of and the reliance on the Information whether in contract, tort, negligence, bailment, breach of statutory duty or otherwise,
even if foreseeable.

These exclusions do not apply to (i) death or personal injury caused by the negligence of Clarksons Research and its ‘connected persons’ or (i) the liability of Clarksons
Research and its ‘connected persons’ for fraud or fraudulent misrepresentation. In this disclaimer ‘connected persons’ means, in relation to Clarksons Research, its ultimate
holding company, subsidiaries and subsidiary undertakings of its ultimate holding company and the respective shareholders, directors, officers, employees and agents of
each of them. This disclaimer shall be governed by and construed in accordance with English law.

CLARKSON RESEARCH SERVICES LIMITED, COMMODITY QUAY, ST. KATHARINE DOCKS, LONDON, E1W 1BF
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