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Market Review  
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Freight Market Recovery Continues 

 

Handysize Market Spot Rates in 2016-2018 

Á YTD 2018 freight indices have followed a similar seasonal pattern as last year at improved levels 

2018  

Á Agri-bulk volumes out of the US in Q1 failed to reach the high levels of last year and although Brazilian agri exports were higher this was 

not sufficient to create the Atlantic rally typically seen during April. Pacific earnings benefited from the usual post-Chinese New Year rally 

before starting its seasonal retreat from late March  

4 ̢ 3  

Á Apart from North and South American agricultural exports, demand was influenced by strong growth for Chinese coal imports in Q1. Also 

minor bulk trades were well supported with Chinese imports in Q1 17% increased YOY. This includes logs imports to China which in 1Q 

were 13% stronger than the year before. Chinese exports of steel, fertiliser and cement were reduced and this drives more ballasting out 

of China which reduces fleet efficiency and thereby helps to support earnings 

17% 13%̢ ̡
 

Á Reduced newbuilding deliveries in 2018 have also been a contributing factor for the improved earnings, especially in the Pacific where the 

yards are based   2018  

Supramax Market Spot Rates in 2016-2018 # 

* excludes 5% commission 
# BSI is now based on a standard 58,000 dwt bulk carrier  

Source: Baltic Exchange, data as at 11 Jun 2018 
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Minor bulk +4.0% 

 

Grain +2.7% 

 

Coal +1.7% 

 

Iron ore +3.9% 

 

+2.5% 

+5.1% 

+3.4% 

Less than 2017 but 

comfortably above supply 

2017  

Fastest  growing 

cargo type in 2018 

2018  

Annual change dry bulk 

demand Bn tonne-miles 

Forecast for 

2018 is 

moderate 

2018  

2018 Demand is Forecast to Grow 3.4% with Minor Bulks at +4.0% 

2018 3.4%̡ 4% 

Clarkson forecast May-18 Source: Clarkson Research 

2010  
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Total Dry Bulk Orderbook 

Handysize  (25,000-41,999 dwt) 

Supramax (formerly Handymax) (42,000-64,999 dwt) 

Panamax  (65,000-119,999 dwt) 

Capesize and larger  (120,000+ dwt) 

 

Historically Low Handysize and Supramax Orderbook 

 
 

Combined Orderbook: Handysize and Supramax 

Á Slower growth in global dry bulk capacity was a key driver of the improved freight market during 1Q18 

 

Á Combined Handysize and Supramax orderbook has reduced to 5.5%, the lowest since 1990s 
5.5% 1990  

Á Significantly lower orderbook for Handysize and Supramax in 2019 and beyond 

2019  

 

 

Source: Clarksons Research, as at 1 Apr 2018 

Handysize  (25,000-41,999 dwt) 

Supramax (formerly Handymax ) (42,000-64,999 dwt) 

Orderbook Actual Deliveries 
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Handysize  ï 81m dwt  

(25,000-41,999 dwt) 

 

Supramax  ï 195m dwt 

(42,000-64,999 dwt) 

 

Panamax  ï 219m dwt 

(65,000-119,999 dwt) 

 

Capesize and larger  ï 312m dwt 

(120,000+ dwt) 

Better Fundamentals for Handysize 

 

Source: Clarksons Research, as at 1 Apr 2018 

Total Dry Bulk  ï 824m dwt 

(>10,000 dwt) 

 
6.2%       10        11%       17%           0.6% 
 

 

5.2%        9          7%        15%              0.4% 
 

  

8.2%        9          6%        17%              0.3% 
 

 

15.3%        8          6%        12%              1.4% 
 
 
9.9%       10         7%        15%              0.8% 

 

Orderbook 
as % of 
Existing 

Fleet 

Average 
Age 

Over  
20 Years 

YTD Scrapping as 
% of Existing Fleet 
as at 1 Apr 2018 

(annualised) 

5 

Over  
15 Years 

We now refer to the Handymax, Supramax and Ultramax segments 

more generally as ñSupramaxò, and we now consider 42,000 dwt as 

the cut-off between Handysize and Supramax 

̡
̪ ̫ 42,000  

Lower orderbook 

 

More older ships 
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Favourable Dry Bulk Supply and Demand Outlook 

 

  

Source: Clarksons Research, as at 1 Apr 2018 

Tonne-mile Demand Growth (%) 

(%) 

Net Fleet Growth (%), (deliveries minus scrapping) 

(%) ( ) 

Á Demand outpacing supply 
   

Á Progressively fewer new ships will deliver from 

shipyards in 2018 and 2019 

2018 2019  

Á Clarksons Research estimate: 

3.5% tonne-mile demand growth and  

2.0% net fleet growth in 2018  

(3.2% deliveries ï 1.2% scrapping) 

Clarksons Research 2018  

3.5%  

2.0%  

(3.2% 1.2% ) 

Á Expected actual deliveries will be around 26m dwt 

compared to 38m dwt in 2017 

2017 38 2018

26  
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Improved Outlook Supports Vessel Values 

 

 

Source: Clarksons Research, as at 8 Jun 2018 

Á Improved freight market conditions supported both newbuilding and secondhand vessel values 

 

Á However, gap between newbuilding and secondhand prices continues to discourage new ship ordering 

 

Á We still see upside in secondhand values 

 

Handysize Vessel Values Supramax Vessel Values 
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1Q18 Trading Update and Recent Events 

18  

8 
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2018 First Quarter Performance and 2018 Cover 

2018 2018  

US$/day  

 

Handysize  

 

Supramax 

 

Market (BHSI/BSI) index net rate 
  

(BHSI)/ (BSI)  
8,070 10,190 

PB daily TCE net rate  
 9,360 11,250 

PB outperformance 
 16% / 1,290 10% / 1,060 

PB daily TCE net cover rate  
 9,710 11,490 

% cover for remaining contracted days 
 44% 66% 

PB daily TCE net cover rate  
 9,540 11,370 

% of contracted days covered 
 61% 79% 

Cover as at 6 Apr 2018 

1
Q

  

 Improvement over 1Q17: 

2017 : 

Handysize : 

+25% / $1,900 

Supramax : 

+40% / $3,220 

2
Q

-4
Q

 
 

F
Y

   

Improvement over FY17 

(actual): 

2017 ( ) : 

Handysize : 

+15% / $1,220 

Supramax : 

+18% / $1,760 
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Consideration comprises:     

:     

   

 

The new shares are to be issued under the Companyôs General Mandate, and will in aggregate represent approx. 3.68% of PBôs 

enlarged issued share capital after the allotment and issue of all these new shares 

 3.68% 

Issue price of HK$2.036 per share is equal to the average closing price for the last five trading days immediately prior to the date of 

the ship acquisition contracts 

 2.036 ̢  

The acquisitions and share issue are conditional upon HKSE approval of the listing of the new shares 

 

The ship sellersô new shares are locked up for 90 days after delivery of the respective vessels 

 90  

PB Acquires 4 Ships with 50% Equity Funding 

 

Supramax 

2010-built 

2010  

 

Supramax 

Resale newbuild 

 

 

Handysize 

2015-built 

2015  

 

Handysize 

Resale newbuild 

 

 

Total 

 

 

Shipbuilder  Tsuneishi Tsuneishi Imabari Imabari 

Dwt  58,000 64,000 37,000 37,000 

Total consideration US$m 

( ) 

15.5 28.0 20.5 24.5 88.5 

Expected Delivery  2019  2018  2018  2018   

Acquisition of four attractive modern ships: 

:  

44.21  
44.29  

88.5  

(a) New PB shares to ships sellers    
(b) Existing cash    

Updated as at 14 May 2018 
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Reasons for the Transaction 

 

 

Á To grow and renew our fleet with modern, efficient ships of the best design for our trades at still historically low prices 

 

Á To increase further the proportion of our owned vs. chartered-in vessels (especially Supramax) at what we consider to be 

an attractive time 

( )  

Á To enhance our operating cash flow while strengthening our balance sheet. The transactions lower our P&L breakeven 

levels and are accretive to our EPS 

̢
 

Á One of the acquisitions is currently under a long-term time charter to PB which will be terminated upon the shipôs delivery 

into our ownership. The transaction will replace our charter cost with significantly lower operating costs, thus benefitting 

our operating cash flow 

̢
 

This opportunity is made possible because reputable Japanese shipowners believe in the longer term prospects for PB and its 

ability to create shareholder value 

 

Unrelated to this transaction, PB acquired a 2009 Japanese-built 32,000 dwt Handysize log/bulk carrier last month in an all-

cash deal with expected delivery in June 2018. Following the delivery of all these 4+1 vessels, our owned fleet will grow to 111 

ships 

 2009  32,000 

 2018  6 ̢ 4+1  111  

 

Updated as at 14 May 2018 
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Outlook and Strategy   
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Competitive Owned Vessel Break-Even Levels 

 

$3,850  $3,780  

$2,820  $3,260  

$810  
$1,170  

$840  

$840  

Break-even 

 

å US$8,300/day 

Break-even 

 

å US$9,100/day 

Depreciation 

 

Operating  

Expenses 

(Opex) 

 

Finance Cost 

 

G&A Overheads 

 

80 Handysize ships 

80  

25 Supramax ships 

25  

2018 YTD PB TCE cover rate* 

2018  

* 
US$9,540/day 

2017 PB TCE rate 

2017  

US$8,320/day 

Handysize 

 

2018 YTD PB TCE cover rate* 

2018  

* 

US$11,370/day 

2017 PB TCE rate 

2017  

US$9,610/day 

Supramax 

 

* 2018 1Q Actual + 2Q to 4Q Cover as at 6 Apr 2018 
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Our Business Model Continues to Outperform 

 

Our TCE Outperformance Compared to Market in Last 5 Years 

5  

US$1,850 
Daily Handysize Premium 

 

US$1,290 
Daily Supramax Premium 

 

Handysize 

 
Supramax 

 

Baltic Indices PB Premium 

Our business model has been refined over many years. We are 

able to generate a TCE earnings premium over market rates 

because of our high laden percentage (minimum ballast legs), 

which is made possible by a combination of: 

( )

 

Á Our fleet scale  

Á High-quality interchangable ships  

Á Experienced staff   

Á Global office network  

Á Our cargo contracts, relationships and direct interaction 

with end users 

 

Á Our fleet has a high proportion of owned vessels facilitating 

greater control and minimising trading constraints  

 

Á Our segmentôs versatile ships and diverse trades  
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Well Positioned for a Recovering Market 

 

Average PB premium  

over market indices  

in last 5 years1: 

5 1  

US$1,850/day  

Handysize TCE 

TCE  

US$1,290/day 

Supramax TCE 

TCE  

More Owned Vessels 

with Fixed Costs 
 

 

34  
40  

75  
80  86  

92  
106 

Jan 

12 

Jan 

14 

Jan 

16 

Jan 

18 

Efficient Cost 

Structure 

 

US$75.7m 

US$54.4m 

2014 2017 

Annual Group G&A Overheads 

 

US$4,370  
US$3,840  

2014 2017 

Daily Vessel Operating Expenses 
(Combined Handysize and Supramax) 

 
( ) 

Sensitivity toward  

Market Rates4 

4 

 

+/-  

US$1,000  
daily TCE  

 

 

Market Rate 
 

+/-  

US$ 

35-40m  

15 

Owned Vessel Breakeven 
Incl. G&A overheads 

 
 

US$8,300/day  

Handysize2 

2 

US$9,100/day 

Supramax3 

3 

Impact on our 

Underlying Results 

 

Our TCE  

Outperforms Market 

 

(TCE) 

 

1 PB Premium as at 6 Apr 2018 
2 2017 PB owned Handysize $7,480/day + G&A overheads $840/day å US$8,300/day 
3 2017 PB owned Supramax $8,210/day + G&A overheads $840/day å US$9,100/day 
4 Based on current fleet and commitments 
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Our Outlook and Strategy 

 

Outlook   

Á 1Q18 market improvement for minor bulk is encouraging, and all-important supply fundamentals look 
more positive  

Á Possible market drivers in the medium term:  

Positive economic growth and commodity demand outlook, low deliveries, and new regulations 
̡  

Increased protectionism, risk of reduced Chinese coal and ore imports, increased new ship ordering 
and higher ship operating speeds ̡ ̡

 

Á We are cautiously optimistic for a continued market recovery, although with some volatility along the way 
 

Strategy ï Well Positioned for a Recovering Market 

 ï  

Á Continue to focus on our world-leading Handysize and Supramax business  
 

Á Maximise our fleet utilisation and TCE earnings by combining minor bulk characteristics with our large 
fleet of interchangeable ships and global network 

 

Á We continue to look at good quality secondhand ship acquisition opportunities 
 

Á No newbuildings in the medium term, we continue to watch technological, fuel and regulatory 
developments closely ̡  

Á Healthy cash and net gearing positions enhance our ability to take advantage of opportunities to grow our 
business and attract cargo as a strong partner 

 

Á Robust business model, larger owned fleet and competitive cost structure position us well to navigate and 
benefit from the recovering market ̡
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Business model  generating 

outperformance 

 

High-quality predominantly 

Japanese-built fleet 

 

 

Experienced staff, globally 

 

 

Strong partner 

 

Fully Handysize & Supramax focused 

 

 

Well Positioned 
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Disclaimer 

 

This presentation contains certain forward looking statements with respect to the financial condition, 

results of operations and business of Pacific Basin and certain plans and objectives of the management of 

Pacific Basin. 

Such forward looking statements involve known and unknown risks, uncertainties and other factors which 

may cause the actual results or performance of Pacific Basin to be materially different from any future 

results or performance expressed or implied by such forward looking statements. Such forward looking 

statements are based on numerous assumptions regarding Pacific Basin's present and future business 

strategies and the political and economic environment in which Pacific Basin will operate in the future. 

 
 

Our Communication Channels: 

 

Á Financial Reporting   
Á Annual (PDF & Online) & Interim Reports 

Á Quarterly trading updates 

Á Press releases on business activities 

  

Á Shareholder Meetings and Hotlines 
Á Analysts Day & IR Perception Study 

Á Sell-side conferences 

Á Investor/analyst calls and enquiries 

 

   Contact IR ï Emily Lau 

   E-mail: elau@pacificbasin.com 

               ir@pacificbasin.com 

   Tel      : +852 2233 7000 

 

 

Á Company Website - www.pacificbasin.com 
Á Corporate Information 

Á CG, Risk Management and CSR 

Á Fleet Profile and Download 

Á Investor Relations:  

Á financial reports, news & announcements, excel 

download, awards, media interviews, stock quotes, 

dividend history, corporate calendar and glossary 

 

Á Social Media Communications 
Á Follow us on Facebook, Twitter, Linkedin,  

      YouTube and WeChat! 
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www.pacificbasin.com 

Pacific Basin business 

principles and our 

Corporate Video 

 

Appendix   
Pacific Basin Overview  

 

As at Feb 2018 18 

Our Vision 

 

ñTo be a leading ship 

owner/operator in the dry 

bulk shipping space, and 

the first choice partner  

for customers and other 

stakeholders.ò 

 

̪

̫ 

 

Secure counterparty 
 

US$2bn+ 
total assets 

+ strong balance sheet 
 +  

Total Volume Carried in 2017 

2017  

66.2m tonnes 

9,000+ Port Calls  

Owned Fleet 
 

 
 
 

Handysize & Supramax 

Bulk Carriers 

 

 

Hong Kong HQ  

12 
Global Offices 

 

330+ 
Shore-based staff  

3,400+ 
Seafarers  

Handysize and Supramax vessels 
 

500+ 
Major Industrial Customers 

 

 

1,500+ 
 voyages/year 

 

Worldôs largest owner and operator of  

modern Handysize tonnage  
 

106 
200+ 

As in 2017 Annual Report 2017  
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Appendix   
Business Foundation  

Our People   

12 local  

dry bulk offices 

12  

 

 

24/7 

Support 

 

24  

 

Close to you   

 

Modern quality ships with  

the best-in-class design 

 

 

 

 

Our Fleet   

Managed In-house and Highly Versatile 

 
 

Low breakeven cost  

and fuel efficient 

 

 

Trusted and  transparent 

 

Our Record   

Strong public  

balance sheet and 

 track record 

 

 

Award winning CSR policy  

& environmental focus 

  

 

 

 

Our Market Shares 

We operate approx. 7% of global 25-42,000 dwt 

Handysize ships of less than 20 years old; and 

approx 3% of global 50-65,000 dwt Supramax of 

less than 20 years old 

25-42,000

20

7% 50-65,000

20

3% 

 

As in 2017 Annual Report 2017  
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Appendix   
Strategic Model  

LARGE FLEET &  

MODERN VERSATILE SHIPS 

 

Fleet scale and interchangeable high-quality  

ships facilitate service flexibility for customers, 

optimised scheduling and maximised vessel and 

fleet utilisation 

In-house technical operations facilitate 

enhanced health & safety, quality and cost 

control, and enhanced service reliability and 

seamless integrated service and support for 

customers 

STRONG CORPORATE & 

FINANCIAL PROFILE 

 

Striving for best-in-class internal and external 

reporting, transparency and corporate stewardship  

Strong cash position and track record set us apart 

as a preferred counterparty  

Hong Kong listing, scale and balance sheet 

facilitate good access to capital  

Responsible observance of stakeholder interests  

and our commitment to good corporate  

governance and CSR 

20 

MARKET-LEADING  

CUSTOMER FOCUS & SERVICE 

 

 

Priority to build and sustain long-term 

customer relationships 

Solution-driven approach ensures 

accessibility, responsiveness and flexibility 

towards customers 

Close partnership with customers generates 

enhanced access to spot cargoes and long-

term cargo contract opportunities of mutual 

benefit 

COMPREHENSIVE GLOBAL 

OFFICE NETWORK 

 

Integrated international service enhanced by 

experienced commercial and technical staff 

around the world  

Being local facilitates clear understanding of 

and response to customersô needs and first-

rate personalised service  

Being global facilitates comprehensive market 

intelligence and cargo opportunities, and 

optimal trading and positioning of our fleet 

As in 2017 Annual Report 2017  
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Appendix  

Understanding Our Core Market  

As in 2017 Annual Report 2017  
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Appendix : 

Dry Bulk Trade Volumes  

Source: Clarksons Research, 1 Feb 2018 

V Minor Bulks & Grain is 47% of total Dry Bulk demand 

      47% 

V Pacific Basin focuses on these growing markets 

       

Full Year 2017 Global Dry Bulk Trade (Volume) = 5.1 Billion Tonnes (+4% YOY) 

37% 
Minor Bulk 

Á More diverse customer, cargo and geographical exposure enables high utilisation 

       ̡  

Á Lower volatility in overall demand is key to developing better cargo systems 

        

Á A segment where global scale and local operational expertise make a difference 

        

Á Opportunity for better daily TCE earnings than the market average by achieving high laden-to-ballast ratio 

Á  

Á Sound long-term demand expectations and more modest fleet growth 

        

29% 
Iron Ore 

24% 
Coal 

10% 
Grain &  

Soybean 

22 

Why we choose this segment 
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Appendix  

Fleet List ï 31 Mar 2018  

Average age of core fleet: 8.2 years old 

www.pacificbasin.com 

Our Fleet 

* Average number of vessels operated in Mar 2018 

106 
Vessels  

owned 
 

30 
LT 

Chartered 
  

 

Handysize 

 80 21 45 

Total 

146 

Supramax 

 

 25 8 61 94 

Post-

Panamax 

 1 1 0 2 

106 
ST 

Chartered * 
  

242 
Total 

 

http://www.pacificbasin.com/
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Appendix   
Earnings Cover in 2018   2018  

Currency in US$, 2018 data as at 6 April 2018 

2017 data as announced in April 2017 

Contracted Revenue Days 

  

2Q-4Q Uncovered 2Q-4Q Covered 1Q Completed 

Handysize 

 

37% 
$8,520 

44% 
$9,710 

41,900 
days 

42,630 
days 

2017 2018 

100% 

$7,460 

1Q 

12,380 
days 

2Q-4Q 

29,880 
days 

100% 

$9,360 

1Q 

12,750 
days 

FY18 

61% 

$9,540 

65% 

$10,090 

66% 

$11,490 

19,500 
days 

20,000 
days 

2017 2018 

Supramax 

 

100% 

$8,030 

1Q 
8,290 
days 

12,270 
days 

1Q 

7,730 
days 

FY18 

79% 

$11,370 

100% 

$11,250 

2Q-4Q 

2018 2018 4 6  

2017 2017 4  
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Appendix   
Pacific Basin Dry Bulk ï Diversified Cargo 

 

Á Diverse range of commodities reduces product risk 

 

Á China and North America were our largest markets 
 

Á About 60% of business in Pacific and 40% in Atlantic 

60% 40%  

 25 

Our Dry Bulk Cargo Volumes in 1Q 2018 (1 Jan ï 28 Mar) 

2018   (1 1 3 28 )  


