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Dry Bulk: 3Q Beat Expectations, Stable Outlook, but Precarious

Dry bulk freight rates had a rather depressing first half of 2025, with our August 2Q25 update
reaffirming that this looked set to continue. There was deflation in China, geopolitical uncertainty, a
substantial 2026-2027 dry bulk vessel orderbook, and a pessimistic FFA market. However, 3Q and 4Q
freight rates have been better than anticipated, supported by tonne-mile expansion for iron ore and
grains to China. Dry bulk second-hand asset values have stabilised and improved. That said, freight
rates may be influenced by transitory factors, such as tonne-mile expansion generated by the US-China
trade conflict. As a result, we advise caution.

Average Asset Prices to Average Health of Earnings
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The above graph shows the trailing 12-month average newbuild prices, 5-year-old prices and average
Baltic Investor Indices Health of Earnings (HEI) 1 for Capesize, Panamax and Supramax vessels. Over
1Q25, the HEIl was weak and 5-year-old asset values dropped. However, from 2Q through today, the
HEI has improved and 5-year-old asset values have recovered.2

On a cautious note, average newbuild prices have dropped a modest 5% over the same period. This is
“broad-brush” but if there was faith in the long-term fundamentals of the dry bulk market, we posit
that newbuild prices, given that they would be delivered 2 plus years hence, would at least have
remained stable.

1 Baltic Exchange data: The average health of earnings of Cape(CDHEI), Panamax (PDHEI) and Supramx (SDHEI), does not include
Handysize bulkers. Health of earnings is an index representing the ratio of earnings against running cost. A negative number indicates
that earnings are below operating costs.

2 Baltic Exchange Investor Indices, the HEIl and 5-year-old asset values have a 12-month positive correlation of 0.69x.
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Dry Bulk Demand Positives, Some Geopolitically Driven

China’s iron ore inventories are at the higher end of the five-year average, albeit still below 2024 levels
to date. In 3Q25, China has accelerated its iron ore imports, with a record coming from Brazil,
supporting tonne-mile demand.3 While the data is not yet in, the Simandou iron ore project in Guinea
coming online over the second half of 2025 could be rather supportive of freight rates. The project has
an anticipated production of 120 million tonnes per annum, which is equivalent to approximately 650
Capesize loads per year, further extending dry bulk tonne-mile demand to China. However, while China
has been experiencing deflation for 10 quarters, some of the recent stockpiling of iron ore may be
attributed to the US/China trade tensions and not underlying demand.

China - Iron Ore Portside Inventory
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China’s imports of grains from South America, predominantly Brazil, have been at record levels over
the second half of 2025. This demand accelerated over the summer and was particularly supportive
of Panamax/Kamsarmax freight rates. Much of the grain tonne-mile demand expansion has been
attributed to China halting US liftings during trade negotiations and this appears to already be
changing. At the end of October after the Trump/Xi meeting, China agreed to import 12 million tonnes
from the United States for the remainder of 2025 and 25 million tonnes per annum in the coming
years (similar to historical levels). This should put a damper on the grain trade tonne-mile demand
expansion.

China Deflation Remains Concern

China has a $19 trillion dollar economy and is the world’s largest dry bulk importer. Deflation can be
harder to combat and more gangeros to an economy than inflation. China’s economy is battling
“involution” denoting economic stagnation despite intensifying effort. On the positive side, while we
have seen only sparse data of late, deflation in China appears to have slowed in recent months, but

3 Genco Shipping and Trading investor presentation 6NOV25
4 Dalian Commodity Exchange, MacroMicro.me
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the producer price index (see below table) is still negative and the trend indicates it will stay there into
next year.

China PPI (YoY %) vs PMI Main Raw Material Purchase Price 6M Fwd
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According to the World Bank, global consumption accounts for roughly 75% of gross domestic product
(GDP), with the remaining 25% driven by investment. In China, consumption is only 54% of GDP, while
investment, substantially government directed and supported, accounts for 46%.6 Well before the
“trade war”, China’s export-heavy economy had been experiencing consumer and producer price
deflation, with too many competitors chasing the same sale, resulting in continued deflation. Should
China not be able to stem deflation via successful trade agreements, tax policy, interest rate policy
and other fiscal stimulus, this would not be good for the dry bulk markets or the welfare of the global
economy. Extended US tariffs on China can exacerbate these already challenging conditions.

China - Steel Industry Finished Goods & Raw Material Inventory
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China Steel Inventories trending up since 2022, with prices trending down. 7

Supply: Ordering has Slowed But Ample Supply coming 2026-27

According to Clarksons Research, 25% of the dry bulk fleet is 15 years or older and by 2030, 30% of
the fleet will be 20 years or older, effectively not competitive with quality charterers. the current dry
bulk fleet on order is just under 11% of the existing fleet. While these points are bullish for the long

5 China Bureau of Labor Statistics, MacroMicro.me
6 World Bank and Carnegie Endowment for International Peace
7 China Steel Logistics Professional Committee, MacroMicro.me
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term, significant newbuild orders are due with 8.3% of existing fleet capacity to be added by the end
of 2027, indicating net fleet growth to be possibly above 3% over the next two years against anticipated
annual global demand growth of just below 2%. Not to be bearish, but the near-term supply outlook
for dry bulk fleet supply is not bullish for freight rates.

Stable Asset Value Outlook

In our last quarterly update, 5-year-old dry bulk asset values were not justified by existing and FFA
indicated freight rates. This has changed with better than expected freight rates over the last quarter
and a stronger FFA outlook now justifying second-hand vessel prices.

We regularly look at cash breakeven/day which is debt service plus OPEX and G&A. We assume the
purchase of 5-year-old bulker levered at 65% leverage, a margin of 3% over SOFR and a 17-year loan
profile. If one assumes the purchase of a 5-year-old bulker todays8, the FFA market indicates that the
next 12 months will be cashflow positive at today’s asset values, as shown below. That said, with the
deliveries due next year and changes to demand driven by deflation in China and trade negotiations
impacting tonne-mile demand, freight rates may have sustained periods of weakness. While the FFA
market shows hope, the same market completely missed the better freight rates of the last three
months.
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8 First year breakeven average per day assumed. Asset values and OPEX are per the published Baltic Investor Indices. Capesize asset
value utilized is $62.6M, Panamax is $32.5M and Supramax is $31.6M.
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