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Breakwave Dry Futures Index: 1,841 Baltic Dry Index (spot): 1,560 Short-term Indicators:
1T 30D:4.8% 1 30D:20.2% Momentum:
™  YTD:79.2% 1 VYTD:3.0% Sentiment:
4 YOY:-32.7% 4 YOY:-24.3% Fundamentals:  Positive

Bi-Weekly Report

° Entering Q2 on a high note — With spot Capesize rates some 6,000 above the level at the same time last year, the
outlook seems promising. The futures market senses such potential and the expectation for the rest of the year,
based on freight futures, calls for Capesize rates to average above 20,000 for the next three quarters. We also share
such optimism, while we expect spot rates to even touch new 52-week highs in the process. However, for the very
near-term, we remain neutral, and we continue to believe a range-bound market is in the cards: The potential
development of a cyclone in West Coast Australia combined with relatively amble vessel supply in the Atlantic points
to limited upside, while at the same time demand from both Brazil and West Africa for iron ore cargoes should
prevent any significant deterioration in the spot market. More importantly, the sub-Capesize segments are also
quite active, pointing to an overall healthy market for dry bulk shipping. Structurally, the market should remain
strong aided by limited supply growth and healthy demand from China, something that points to a longer-term
upcycle underneath the ordinary short-term gyrations that shipping usually provides. Investors should look at dips
as an opportunity to potentially add to positions, although the broader macro picture ex-China is always a reason
for concern, as any spillover effects into China especially as it relates to finished goods exports, could have a negative
impact on shipping demand.

° Some stability for China’s real estate sector, but more is needed for a decisive turnaround — Some rather
encouraging data coming from China’s ailing real estate sector was enough to generate bullish arguments as it
relates to a potential upturn in construction and housing, but such a turnaround remains fragile. Confidence in the
government’s pro-growth plans is low and thus there is no clear momentum for a strong recovery. In addition,
outside China, demand is weakening, presenting another headwind for the country’s all important export market.
Although we believe the government’s 5% growth target for 2023 is conservative, especially given the considerable
pro-growth support of the last few months (RRR cut, special bond quotas, less restrictions for developers, higher
budget deficit among others), the all-important real estate sector is yet to see some sparkle. On a more positive
note, Chinese steel mill margins continue to improve and now they stand at nine-month highs, providing some
much-needed boost for the steelmakers’ balance sheets which in turn should aid iron ore trading going forward.

° Dry bulk focus shifts back to fundamentals — Following a period of high uncertainty and significant disruptions
across the commodity spectrum, the gradual normalization of trade is shifting the market’s attention back to the
traditional demand and supply dynamics that have shaped dry bulk profitability for decades. As effective fleet supply
growth for the next few years looks marginal, demand will be the main determinant of spot freight rates with China
returning back to the driver’s seat as the dominant force of bulk imports and thus shipping demand.

The Baltic Dry Index (BDI) measures the average spot rates for dry bulk freight with a sector weighting of 40% Capesize, 30% Panamax and 30% Supramax.
The Breakwave Dry Futures Index (BDRYFF) is designed to track freight futures contracts with a sector weighting of 50% Capesize, 40% Panamax and 10%
Supramax and a weighted average maturity of approximately 50-70 days.


http://www.etfmg.com/BDRY
http://www.breakwaveadvisors.com
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Baltic Dry Index (BDIY) vs Breakwave Dry Futures Index (BDRYFF)
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Dry Bulk Fundamentals

Feb-23 Mar-23

Demand YTD YOy
China Steel Production 169mt 6.8%
China Steel Inventories 7.7mt -15.9%
China Iron Ore Inventories 137mt -12.0%
China Iron Ore Imports 194mt 7.2%
China Coal Imports 61mt 71.4%
China Soybean Imports 16mt 16.0%
Brazil Iron Ore Exports 48mt 10.4%
Australia Iron Ore Exports 140mt 3.3%
Supply

Dry Bulk Fleet 977dwt 2.9%
Freight Rates

Baltic Dry Index, Average 1,039 -49.4%
Capesize Spot Rates, Average 9,532 -34.8%
Panamax Spot rates, Average 10,257 -53.7%

Note: All numbers as of latest available; Imports/Exports/Production are YTD sums as of latest reported; Inventories/Fleet are weekly totals

Sources: Bloomberg and Breakwave Advisors

Disclaimer:

This research report has been prepared by Breakwave Advisors LLC solely for general information purposes and for the
recipient's internal use only. This report does not constitute and will not form part of and should not be construed as a
solicitation of any offer to buy or sell any security, commodity or instrument or related derivative or to participate in any
trading or investment strategy. The opinions and estimates included herein reflect views and available information as of
the dates specified and may have been and may be subject to change without notice.
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