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A few points before we proceed

= Globalisation is further complicating the balance of trade
— Dislocation between production & consumption

— The term “decoupling” is a contradiction in terms

= Very strong global economic growth since 2001.....

» High domestic demand in emerging economies has supported trade thus far in 2008
— Productivity gains through integration into global economy
— Improving macroeconomic framework

— Liquidity crisis settling down but fallout has been monumental
OECD predicts sub prime losses to hit $420bn
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Global economic growth

mic Growth - Advanced Economies Vs Emerging Economies
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Advanced economies.....Focus on US

= Advanced economies exercising less control over price due to location of
manufacturing and raw materials

= Key economies suffering from Sub-Prime lending effects
= US export base expansion is sharp contrast to US domestic demand slowdown

— Weak dollar

— Housing crisis...... link between house price movement and consumer
activity is strong...... price falls => reduction in consumer activity

= Still contribute to most of global GDP growth
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Emerging economies

= High economic & population growth fuels increasing demand for energy

— Account for 90% of increased levels of consumption since 2002

— Supporting commodity intensive growth (exporters)
= Inflation is a key problem (most emerging economies raising interest rates)
= Intra regional trade rising substantially

= They are source of expansion in oil trades and dry markets

= Depending upon the location of supply and demand the required deadweight
values are being pushed upwards (gross impact)

= BRIC accounted for 44% of global GDP growth during 2007
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China...... “Maintain Strong Economic Growth"” o

= Domestic growth fuelling further demand for commodities and energy S

= Yangtze river development is a vital “artery” O
— Inner China to economic development
— River, Roads and Railways

(1) prevent over
heating

(2) Control food price

inflation (20%yoy)

* Inward & Outward FDI
= 34 of GDP derived by imports & exports activity
— proportion of trade with US falling (32% to 22%)

— Trading more intensively with Middle East, Latin America, Africa
— 60% growth in trade between BRIC during 2007

= |nflation a REAL risk => 7% (main source is food)

Tight Monetary Policy
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Risks of an economic slowdown... Impact on trades

What has happened in the past?
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World output Vs World Trade

World Output Versus World Trade Volumes
Volume of Trade — World GDP Growth
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Oil Trade

The health of the global economy is key
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Oil
= 22 April 2008 => $119.9 per barrel............... why?

— Supply
— OPEC stance
— Violence & political instability in oil producing nations

— Weak dollar...... investors look to oil and other commodities
— Increased demand (double edged.....investment & price)

— Refinery capacity (shortage)
— Demand growth from emerging economies

= Why isn't price driving up increased production? After all, oil investment grew
70% from 2004 to 2006!!!
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Crude oil prices ($/bbl)

Commodity Prices - Crude Oil
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World Oil Production 1997 to 2012
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Oil production 1991 to 2008

Global & North American Oil Production

— Global Oil Production

merican Oil Production (LH Axis)
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Global trend of increasing oil production driving up tanker fleet
required deadweight......
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China........ Production Vs Imports.......... increasing required deadweight

na Crude Oil Production Vs Crude Oil Imports

—Production —Imports

What about the role of pipelines?! ﬂ
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Tanker Market Fundamentals

Tanker Market Fundamentals
fleet supply growth employment (demand) growth —Employment Rate
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Dry Bulk Trade

If China suffers from a US recession....dry bulk trades will suffer
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Steel production in China 1997 to 2008
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Iron Ore Trade.....vessel employment 2010

ron Ore Trade and Vessel Employment
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Capesize bulk carrier earnings (spot & TC)
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Containerised Trade
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Container market outlook — demand growth

Seaborne Unitised Cargo
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Container Ship Fleet Development

Size of Container Ship Fleet

(million TEU) - An Gr Rate (%) RH Axis - Ave An Gr (1980 to 2020)
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Keep an eye on........
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Inflation - the prognosis for 2008

Inflation - CPI
European Union — Middle East — Advanced Economies

© 10 -
>
c
o
5 8
>
X //\\/
o /
c
e 47 i — /
(@] /

5 . -

0

2000 2001 2002 2003 2004 2005

Data source: International Monetary Fund

Economic Outlook & Impact on Shipping I{_‘]o ?S
egSter




o

-

o ".' { I., = JL ]{E
Long term ecanomlc @.‘UtIOOk |s*ukey to shlppmg mdustryf

~ Export level* to rise frgm:$9tr to $271r -~

|'|I.|

- W¢rld popuiétlon to H_‘_\_cregsa by 1.5bn -~

o B i
¥ e

{ Ll-r..,.,—'
.l' Y ._| i Y
':k;'i'- . e T - £
¥ | . ! | ] 7
- i % . o X [

'; L e, '!; }! _.-' i - - il

! W .
L— ". 5-

| e

s __[

. Globallsatlon and urbanlsatlon WI|| heawly m'w‘luence the
industry outlook A ) 7 Ty

— Trade developments/ requwéments
- Speuallsatlon

I. |.
-_.I

Economic Outlook & Impact on Shipping




Conclusions

= Uncertainties are rife..............
— Economic, Political & Environmental
— The orderbook => how reliable beyond 18 months?

= Strong demand growth will be essential for sectors where fleet supply growth
rates are aggressive

= Many challenges
— Shipbuilding expansion...... Korea / China

— Industry resources stretched => shortages........
— People & Expertise, Materials, Components & engines

— Geo-Political & Environmental (Wars / Terrorism)

— INFLATION!!
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