
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.  

 

BDRY 
 

                                                                                                                                                        

  

  Breakwave Dry Futures Index: 2,146    Baltic Dry Index (spot):  1,730   Short-term Indicators:  

  ↓ 30D: -12.6%    ↓ 30D: -27.1%    Momentum: Neutral 

  ↑ YTD: 43.1%    ↓ YTD: -17.4%    Sentiment: Positive 

  ↑ YOY: 19.3%    ↑ YOY: 20.6%    Fundamentals: Neutral 

 
  

Bi-Weekly Report 
 

• Dry Bulk Rates Bounce, but Excitement seems to Fizzle as Market Balance Remains Unfavorable – Following a ~50% 

drop over the last month, Capesize spot rates bounced back, and currently stand above the 20,000 mark once again. 

The freight futures market has remained optimistic throughout this recent correction, believing that rates will 

eventually turn higher, something that is indeed now happening. However, the futures curve keeps steepening 

further, with the May contract now trading some 30% above spot, supporting the belief that rates will continue to 

recover for the remainder of the year and beyond. Iron ore trade for the first quarter has been exceptionally strong, 

as good weather in Brazil led to five-year high iron ore exports from the country while coal imports into China continue 

to run at a surprisingly strong rate. Yet, extrapolating past trends in dry bulk trade has proven a wrong strategy, as 

the cyclicality of the shipping business usually translates to an inevitable reversion to the mean. Are we about to 

experience a slowdown in dry bulk trade, at least versus a strong first quarter adjusted base? Iron ore prices have 

declined, pointing to weaker demand for the steelmaking material while at the same time port inventories have been 

steadily increasing and stand above the five-year average levels (as well as higher compared to last year). Coal trading 

has been particularly strong, but once again, weather is about to get warmer in the northern hemisphere and thus 

demand for heating tends to decline. Signs of caution are ample, yet the most important factor when it comes to 

freight rates is sentiment, which continues to run red hot across all shipping sectors. Betting against sentiment has 

proven a costly investment strategy, and the lukewarm fundaments of the sector might have to wait a bit longer to 

harm futures prices, even in an environment where spot rates continue to underperform. 

• Iron Ore Prices follow Metals Markets Higher, but Fundamentals Remain Negative – In the past few days, iron ore 

traders’ attention has turned away from a relatively bearish fundamental picture of the Chinese steel market, as 

global metal prices have staged an impressive rally on the back of renewed optimism around China, sanctions against 

Russian metals production, and a broader commodity run on geopolitical fears. Yet, the reasons that brought this 

market below the $100/ton mark are firmly in place and, if anything, are getting worse. We see little reason to be 

optimistic about iron ore prices, at least until we see some solid renewed demand for steel coming out of China, 

something that should originate primarily from better housing demand. For now, any bounce in iron ore will be short 

lived, and although it is difficult to pinpoint tops and troughs in commodities, our feeling is that we are close to a near-

term inflection point that will bring an end to the recent mini rally and push prices back below $100/ton once again. 

• Our Long-term View – The last few years have been characterized by increased geopolitical uncertainty. Going 

forward, we expect such events to continue to affect global trade and have a meaningful impact on effective vessel 

supply. Combined with the potential for a multi-year rebound in China’s economic activity following the recent 

economic turmoil, dry bulk shipping should experience higher volatility on top of a secular tightness driven by 

increasing bulk commodity demand and a slower fleet growth as a result of a relatively low orderbook. 
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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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Demand YTD YOY 

China Steel Production  168mt -0.4% 

China Steel Inventories 7.4mt -1.2% 

China Iron Ore Inventories 144mt 7.7% 

China Iron Ore Imports 1491mt 6.3% 

China Coal Imports 590mt 49.4% 

China Soybean Imports 120mt 5.4% 

Brazil Iron Ore Exports 462mt 10.3% 

Australia Iron Ore Exports 1035mt 0.7% 

   

Supply   

Dry Bulk Fleet 1009dwt 3.2% 

   

Freight Rates   

 Baltic Dry Index, Average  1,802  69.5% 

 Capesize Spot Rates, Average  23,637  139.7% 

 Panamax Spot rates, Average  14,100  34.3% 
 

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 
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