BDRY ./ BREAKWAVE

ADVISORS
Dry Bulk Shipping
Breakwave Dry Futures Index: 1,748 Baltic Dry Index (spot): 3,346 Short-term Indicators:
1 30D:55.5% 1 30D:128.9% Momentum: Positive
M YTD: 82.9% N YTD: 120.9% Sentiment: Positive
T YOY: 92.0% ™ YOY:152.7% Fundamentals:

Bi-Weekly Report

° Dry bulk rates surge at an unprecedented speed leaving traders stunned; Where do we go next? — The dry bulk
market never fails to impress, and the past fortnight is a great example: Spot rates across all asset classes staged an
extraordinary rally, at times with an intensity not seen since the supercyle of the 2007-2008 era. A clear tightness
in the availability of ships in the Atlantic has been the main reason that fueled the rally but demand has also been
very strong with iron ore and bauxite cargoes appearing daily in the market, further boosting confidence amongst
owners and leaving charterers scrambling for open vessels. With Capesize rates sitting at the mid-50,000 level (at
least at the time of writing), the outlook, as priced by the futures market, is clearly bearish: January contracts trade
in the high teens while February contracts are barely in the double digits. Although a correction of that magnitude
will not be unprecedented following such a strong rally, the potential for a shallower drop should not be
disregarded. After all, most of the ingredients that brought us to today’s spot levels are still in place: delays in the
Panama Canal, disruptions due to winter weather in Europe, strong demand for iron ore and bauxite and port
congestion in South America. However, some of the above are transitory: As we head into the first quarter of the
year, iron ore volumes tend to decline while grain exports also ease, at least early in the year. So, where does all the
above mean? A correction from the relatively stratospheric levels seems inevitable, but the intensity of the decline
and the ultimate bottom are up for debate with the risk of being higher than previously thought.

° China economic numbers subdued, but dry bulk rates disregard such bearish factors — Recent economic activity
out of China based on November PMI numbers remain subdued without an indication of an upcoming pickup in
activity. Although manufacturing seems to be absorbing more and more steel from construction, thus keeping steel
demand from deteriorating further, the outlook for next year is not encouraging, at least without strictly
speculating on such a recovery. It is difficult to envision a measurable increase in construction activity before some
fundamental changes in the real estate market take place, which should become evident by some price stability in
completed units as well as in secondhand transactions. The ingredients for such a development are in place (i.e.
stimulus) but confidence among consumers relating to future economic prospects remains low. As we have stressed
in the past, it is the Chinese consumer that ultimately needs to change behavior, and although financial incentives
play a major role in the process, investor psychology towards the future remains key for a recovery.

° 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 manageable, 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
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Baltic Dry Index (BDIY) vs Breakwave Dry Futures Index (BDRYFF)
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Dry Bulk Fundamentals

Oct-23 Nov-23

Demand YTD YOy
China Steel Production 875mt 1.6%
China Steel Inventories 3.6mt -0.7%
China Iron Ore Inventories 111mt -19.5%
China Iron Ore Imports 977mt 6.4%
China Coal Imports 384mt 66.7%
China Soybean Imports 84mt 14.7%
Brazil Iron Ore Exports 308mt 9.1%
Australia Iron Ore Exports 670mt 2.5%
Supply

Dry Bulk Fleet 997dwt 3.2%
Freight Rates

Baltic Dry Index, Average 1,315 -33.0%
Capesize Spot Rates, Average 15,272 -5.5%
Panamax Spot rates, Average 11,194 -43.4%

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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