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Fundamentals

e Positive fundamentals

— Strong asset values and healthy freight earnings

— Stable and decreasing levels of leverage

e Cash accumulation

* Diversification in the sources of credit
— Owners have more options:
1. price gap between traditional bank and alternative debt providers is closing.

2. Strong fundamentals are making the industry more attractive to financiers

and attract new participants
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Challenges

1. Access to finance is generally determined by size.

e Larger companies are considered more resilient counterparties by lenders.

2. Decarbonisation is both costly and complex.

3. Tramp shipping sector is fragmented.

 There is the risk that small- and medium-sized shipowners may fall behind their larger

counterparts in the zero-carbon race.

4. Aside from access to finance, access and availability to technology will be key.
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Carbon Pricing will impact Credit Rating
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Transition Finance for Climate Change

Supply Channels
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e Can existing channels of
financing fill the funding gap?
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Market Fragmentation

* Tramp shipping is populated by many
small to mid-sized companies.

« Only about 90 owners possess large-scale 20+ Veasess

90 owners

fleets, of 50+ vessels 34% of fleet

* over 90% of the industry consists of small 5 to 50 vessels

. i 1,100 owners

owners, each managing an average of six 46% of fleet

vessels.

Under 5 vessels

* Market fragmentation presents challenges 3,800 awners

20% fleet

for traditional lenders but also

Source: Marine Money
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Who Can Fill the Funding Gap?

1. Institutional Investors

— The largest pool of capital, with global assets under management valued at over $80 trillion.

— Institutional investors have become increasingly interested in sustainability and ESG-linked investing.
2. Financial Innovation

— E.g. Sustainability Linked Loans reward borrowers who meet certain environmental KPIs.

3. Boutique Finance

— To cater for more niche / bespoke financing especially for smaller companies.

4. Mass Affluent Investors

— Shipping is not easily accessible by smaller scale investors.

— ETF, Tokenization.
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Freight rates are Good Diversifiers

o Freight rates can fall in an environment Efficient Frontier S&P GSCl Freight Indices Compared to Other Asset
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e The correlation between freight rates
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Popularity of Sustainable Lending products

* The figure below illustrates the scale of the sustainable finance market by

providing a breakdown of the global volume of sustainable finance (USSbn).
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Global Sustainable Finance Volume {US$bn)
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Which Product is Right for Shipping?

Green / social loans

Provides investors with a transparent
use of funds lent

Easier to report on to stakeholders
Transparent link of funds to specific projects

Requires tracking of funds dispersed

Funds unavailable for general use and to
support working capital needs

Requires frequent verification of use of proceeds
Timing of disbursement may have to be linked to
actual use of funds

Loan TREASURY
Market EXCELLENCE
Association AS STANDARD

LMA

ESG Investment

Sustainability-linked loan

Enables borrower to use funds for a wider range
of purposes

Can be used to fund projects not yet specifically
identified

Easier to fund projects which may fail key aspects
of the Principles

KPIs may not be considered appropriate
Targets may need to be revised in the future
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