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The industry remains well on target for profitable freight rates in 2019! This relies however, on the
projected fleet supply growth rate of 0% in 2017 continuing. The handymax segment may even see
profits in 2018 as demand may go beyond 2% in 2017 - before reverting to 2% in 2018 onwards.

Is the dry bulk industry still on track for profitability in 2019?

In 2016, the supply side grew by 3.0% and the demand side grew by 2.4% - measured on a tonne-
mile basis. This resulted in a worsening of the fundamental market balance. However, as the
original “Road to Recovery” in May 2016 projected an even worse fundamental deterioration in
2016 — we are today, in a relatively better position than anticipated nine months ago.

BIMCQ's Chief Shipping Analyst Peter Sand comments:

“Estimating a return to profitability in the dry bulk industry remains a moving target, and one that
differs from one company to the next. But by projecting a course for profitability, everyone in the
industry can use it as a reference.

The fact that the first half of February 2017 was a troublesome period came as no surprise and it
makes the strong comeback in the following month stand out as even more remarkable. During
that time, the BDI went from 688 to 1,147.

This lift in freight rates is certainly positive, but there is still work to be done on the supply side. A

significant level of demolition activity must be maintained, and increasing focus must also be on
keeping slow steaming around”.

Changes to the fundamental market balance
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Source: BIMCO estimates (2017-), BIMCO utilisation est. (2007-2023), Clarksons demand growth rates (2007-2017)
Note: Net supply growth of O million DWT in 2017. Demand growth rate of 2.2% in 2017.
Note: The years circled are where demand growth outstrips supply growth = improving the market.
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What has changed? Besides a relatively better fundamental balance, mostly the daily running
costs! The drop in OPEX more than makes up for the fundamental deterioration of the freight
market. Speed may also be a factor coming into play as renewed optimism and upwardly moving
freight rates are often followed by a less intense focus on maintaining slow steaming.

In total, freight rates will be slightly higher than originally projected for the coming years.
Combining the relatively better freight market, with a 10-year-low OPEX level in 2016 — the dry
bulk industry remains on the road to recovery.

Even small changes matter

Using the assumptions already mentioned above for the supply and demand side, a further drop in
OPEX of 5% will also bring profits for the handysize sector in 2018. This will then mean a just-
profitable industry in 2018 overall. However, not profitable for all the sub-sectors, as the panamax
and capesize sectors are estimated to remain in the red.

Moreover, a higher supply side growth rate than 0% in 2017, which BIMCO expect to be the case,
may not completely wipe out recovery in 2019. As demand is expected above 2% as a target
growth in 2017, ‘damage’ from a slip on the supply side is reduced by a stronger demand side.

END

Our most recent shipping market overview and outlook reports on related issues:
Road to Recovery - dedicated website

Dry Bulk Shipping: Q4 provided optimism, Q1 will make sure we don’t get carried away
Dry bulk fleet exceeds 800 mill DWT

Meet BIMCO and Peter Sand at Dry Cargo Conference 2017 in Amsterdam

Note for editors:

BIMCO is the world’s largest international shipping association, with 2,200 members in around 130
countries. Our global membership includes shipowners, operators, managers, brokers and agents.
Our vision is to be the chosen partner trusted to provide leadership to the global industry. Our
mission is to provide expert knowledge and practical advice to safeguard and add value to our
members’ businesses.

BIMCO'’s four core service areas provide value and trusted support to our members:

1. Our products include BIMCO’s world leading standard contracts and clauses for the
shipping industry and our contract editor IDEA. We also run the BIMCO Shipping KPI
System which can be used to benchmark ships’ operational performance.

2. Regulation: BIMCO takes an active role on behalf of shipowners during discussions and
decisions with global and regional regulators. We work towards a level playing field for
shipping — including fair trade and open access to markets.

3. Information and advice: we deal with 10,000 member queries every year on many issues
and see over three million page views on our website each year. Our staff share their


https://www.bimco.org/web/road_to_recovery
https://www.bimco.org/news/market_analysis/2017/20170130_drybulksmoo_2017-01
https://www.bimco.org/news/market_analysis/2017/20170309_dry_bulk_fleet_exceeds_800_mio_dwt_as_road_to_recovery_remains_bumpy
https://www.bimco.org/news/events/20170224_dry_cargo_conference_2017
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expert knowledge with members, giving practical advice to safeguard and add value to
their businesses.

Our training activities include face-to-face courses, eLearning, webinars and tailor-made
courses for companies.



