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Nicolas Bornozis
President & CEO
Capital Link

Capital Link has made a significant commitment to serve as an effective link between Chinese and International leaders in
the maritime space. Our Memorandum of Strategic Cooperation with the Pudong - Shanghai Government underpins our
efforts to raise awareness and facilitate the connection and interaction on business and investment opportunities between
Chinese and international leaders in shipping, finance, shipbuilding and trading.

Capital Link’s global marketing platform includes conferences, webcasts, podcasts and market information featuring
industry leaders on topics of critical significance for the industry. Our “Annual Capital Link International Forum — China” in
Shanghai, now in its 4th year, has already been established as a main platform for the exchange of information and view
between leading Chinese and International industry players, with unique networking and business development
opportunities.

In the context of our long term commitment to China, we are now pioneering a new initiative launching a monthly
newsletter in Chinese which will feature authoritative information on latest industry trends and developments contributed
by well-known international organizations which participate in the global Capital Link platform. We will also complement
this Monthly Newsletter with webcasts and podcasts in Chinese. Our objective is to establish Capital Link within China as
a permanent knowledge center for the global maritime industry.

We hope you will enjoy this publication. We look forward your comments and suggestions.
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https://vimeo.com/user68705679
https://vimeo.com/user68705679
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4™ ANNUAL CAPITAL LINK INTERNATIONAL SHIPPING FORUM - CHINA
Friday, May 10, 2019 - Grand Kempinski Hotel, Shanghai, China

4 th Annual Capital Link ' IN PARTNERSHIP WITH LEAD SPONSOR
International Shipping Forum *#&
Chi pping ::‘": _ v SINGHA MARKIE SERVICES ICBC @ I iﬂ *ﬂ ‘E
) 1na : COLUMBIA \"'—') ﬁﬁﬁ%ﬂﬁ%
Friday, May 10, 2019 SHIPMANAGEMENT
Grand Kempinski Hotel Shanghai, China =

WITH THE SUPPORT OF
SHANGHAI PUDONG NEW AREA COMMISSION OF COMMERCE (INTERNATIONAL SHIPPING SERVICE OFFICE)
X L EFFHIRBEZE (sl )

Capital Link will host its 41" Annual International Shipping Forum — China on Friday, May 10, 2019 at the Grand
Kempinski Hotel in Shanghai.

The Forum will explore how International & Chinese shipowners, leasing firms, and industry players can benefit from the
latest trends in global financing, capital markets, private equity, and alternative financing. It will connect shipowners with
global shipping industry leaders, investors and capital providers to discuss joint venture opportunities, demonstrate how to
optimize technical & commercial ship management, and will tackle issues of critical significance to the industry such as
cybersecurity & digitalization, preparing for the 2020 regulations, geopolitical & market trends affecting shipping.

2019 CAPITAL LINK CHINA SHIPPING LEADERSHIP AWARD

[ )

HONOREE
Mr. Huang You Fang, President — Shanghai Maritime University; President — China Institute of Navigation

BEELGE (LBBREAERK TEMEBFEESK)
For more information and registration, please visit our website for more details.

For sponsorship opportunities please contact: Nicolas Bornozis or Anny Zhu at forum@capitallink.com_or +1(212)661-
7566.

PREVIOUS HONOREES FOR CAPITAL LINK CHINA SHIPPING LEADERSHIP AWARD

2018 - Captain Xie Chun Lin, Managing Director 2017 - Mr. Zhang Ye, President - Shanghai 2016 - Mr. Yang Xian Xiang, CEO - SITC
— China Merchants Energy Shipping Co., Ltd Shipping Exchange International Holdings
BEMIERK (BaEREELREE) LIBIIER B ATEEEK IS WAL ( WRBFEIREAEEREREITE )

ORGANIZED BY CAPITAL LINK, INC.
% New York ¢ London ¢ Athens ¢ Oslo
230 Park Ave. Suite 1536 New York, NY 10169

NY: +1 (212) 661-7566 | forum@capitallink.com


http://forums.capitallink.com/shipping/2018china/index.html
mailto:chinaforum@capitallink.com
mailto:forum@capitallink.com
http://forums.capitallink.com/shipping/2018china/
http://forums.capitallink.com/shipping/2018china/
http://forums.capitallink.com/shipping/2018china/
http://forums.capitallink.com/shipping/2018china/
http://forums.capitallink.com/shipping/2018china/forum_photos.html
http://forums.capitallink.com/shipping/2018china/forum_photos.html
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Market Summary 2018

1. Market trends and developments
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Court Smith
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Website: www.vesselsvalue.com

The Shipping markets have shown marked improvement over the past year in the largest commercial markets, Bulkers, Tankers,

Containers, and Gas.

Dry Bulk asset values touched a cycle low in 2016. The chart below shows the asset values for a five yea rold fixed age vessel as a
benchmark. Using a fixed age ship removes deprecation due to aging. Many older vessels were removed from the fleet in 2015 and 2016,
which set the stage for an asset value rebound. The contraction in vessel supply led to improved optimism around the segment, and sale

and purchase activity rebounded

BEAR NS R AT E

HHE/ERET

Souce: VesselsValue
Data correct as of: November 18

The Container market is seeing strength from consolidation of
commercial control but faces structural changes. The surge in
development of larger ships and the rapid changes in the total
capacity is creating a shift in the trading patterns of the ships. The
commercial value of ships is highly dependent on the availability
of appropriate trading routes for the ships.

The LNG markets are undergoing a seismic shift. Global demand
for LNG is surging as production expands. The thirst for this
energy source is rising as cleaner air in China has been directly
attributed to its use in late 2017 and early 2018. The Shipping
markets for LNG are shifting as a result. Historically LNG
contracts have been for long periods in order to justify the high
capital costs involved in the construction of the ships and the
export infrastructure. This is changing. There is now interest in
speculative orders of ships for the spot markets. This should
create a more robust eco-system for these ships in the future. We
expect to see far more volatility in asset values as a result.

2. Finance

Sale and Purchase activity has been robust over the past year,
and the makeup of the top buyers has shifted along with the
underlying market. Shipowners have regained their prominence
as they acquired tonnage in attractive segments. Leasing

sharply in 2017. Buyers before this collective jump upwards
saw the most gains.

Asset prices for five year old Tankers are rising, but in a
more gradual upwards slope than the sudden asset price
appreciation that Dry Bulk tonnage saw in 2017. A renewed
sense of optimism has hit the market as spot market
volatility returned in the winter months. Rising replacement
costs for ships is also putting upwards pressure on asset
prices as shipyards have been unwilling to continue offering
loss leading prices in order to secure business.

companies, although still pervasive, have fallen out of their
leading position as the most eager purchasers.

3. Technology & Digitalisation

Digitalisation in Shipping is continuing to accelerate. Adaptation of
data intensive models to inform commercial decisions has been
most aggressive in the Container space. However, all markets
continue to find new ways to extract value from information.
Shipowners, trading houses, energy and commodity companies
are all competing to find new ways to gain a competitive
advantage. Algorithmic approaches are now informing trading
strategies, sale and purchase of ships, and other critical
commercial decisions.

Follow VV on WeChat!
WeChat ID: VesselsValue
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Shipping Finance in Hong Kong - A Bright Future
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Hong Kong Maritime Week took place this year the week of 19-23 November 2018. In addition to the numerous seminars,
meetings and receptions, one of the highlights of the week was the Ship Finance Panel Discussion which was hosted by
Mayer Brown in its offices on the evening of 22 November. Ship finance partner, Conor Warde, moderated the panel and
was joined by leading figures in the maritime industry, namely Nigel Anton (Global Head of Ship Finance for Standard
Chartered Bank), Angad Banga (Chief Operating Officer of The Caravel Group), Peter Mellett (Managing Director of
Bankserve Insurance Services Ltd) and Benjamin Wong (Head of Transport and Industrial Sectors of Invest Hong Kong). A
packed room of over 75 guests listened to and participated in the discussion, which focused on Hong Kong's role in the
future for the ship finance industry.

The lively discussion focused on the renewed
optimism in Hong Kong about its role as a leading
maritime hub. Benjamin Wong, speaking on behalf
of the HK Government, outlined the specific steps
taking place to ensure Hong Kong as the leader in
Asia for ship finance/ship leasing and marine
insurance, following on the policy proposals put
forth by Hong Kong’s Chief Executive, Carrie Lam,
in her October policy address. Nigel Anton
expressed significant confidence in Hong Kong
being increasingly important as a key maritime hub
and Angad Banga left no doubt that the future of
Hong Kong for owners and operators is very bright.
Peter Mellett confirmed that the optimism is
warranted and particularly exciting as the expected
development of a comprehensive marine
insurance and underwriting market along with the
expected increasing presence of leasing
companies from Mainland China and elsewhere
will likely ensure that Hong Kong continues to be a
global powerhouse for the maritime industry.

The Hong Kong Government proposals in regards
to vessel leasing are perhaps the most interesting
to the ship finance market, particularly to leasing
companies based in Mainland China but to those
based in other markets as well. In short, the Hong
Kong Government proposes to replicate the recent
tax incentives offered to aircraft leasing companies
in Hong Kong. This means there would be a 50%

reduction in the corporate tax rate (from 16.5% to
8.25%) imposed on the assessable profits of
vessel lessors which are booking vessel leasing
transactions in Hong Kong. The effective tax rate
may be as low as 1.65% as a result, taking into
account that the assessable amount of vessel
leasing income of a leasing company is likely to be
deemed to be 20% of the lessor's net leasing
income. The specific regulatory issues in terms of
employment and management requirements, what
would constitute "qualifying” activities, etc. will still
need to be sorted, but at the very least there is a
real opportunity to substantially develop the
maritime leasing industry in Hong Kong going
forward.

Hong Kong already has a vibrant, active ship
finance market in terms of traditional bank
financing. However, when the legislation based on
these new proposals enters into force (which is
expected to occur in late 2019 or 2020), it is likely
that a significant number of vessel leasing
companies will consider basing at least a part of
their operations in Hong Kong. This should attract
more capital to the Hong Kong ship finance
community and provide more opportunities for
financiers and shipowners to benefit as a result.
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World’s First iVLOC Delivered with DNV GL Class
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On 28 Nov 2018, the world’s first intelligent very large orecarrier (iVLOC), the DNV GL-classed Pacific Vision, was delivered
by Shanghai Waigaogiao Shipyard to China Merchants Energy Shipping Company.

The vessel is the world’s first VLOC to implement DNV GL’s SmartShip descriptive notation. To qualify for the notation,
Pacific Vision has been outfitted with an integration platform, a smart navigation decision support system, a ship energy
efficiency management and optimization system, and smart-vessel operation and maintenance system. As part of the
SmartShip notation, the ship has features including operational enhancement (OE), performance enhancement (PE), and
condition monitoring enhancement (CME).

“It's a great honour to have worked with Shanghai
Waigaogiao Shipyard, China Merchant Energy
Shipping Company, and SDARI to develop the
world’s first iVLOC,” says Norbert Kray, DNV GL'’s
Regional Manager Greater China. “With the
SmartShip notation, we wanted to give customers
a platform to clearly present the new technologies
they were utilizing to optimize performance,
enhance safety, and minimize their environmental
impact. This notation supports our customers who
are developing smart ships that are setting the
standards for the future of shipping,” Kray adds.

A SmartShip descriptive notation may be applied
to ships provided with class products covering
technological features considered as smart
technologies in marine applications in accordance
with the DNV GL Class Guidelines for SmartShips
CG-0508.

The 2nd Chinese BWMS obtained USCG type
approval certificate, which is submitted by DNV
GL

On 23rd Nov. 2018, Qingdao Headway
Technology Co., Ltd. was granted the USCG (U.S.
Coast Guard) TAC (type approval certificate),
becoming the 2nd BWMS (ballast water
management system) manufacturer in China and
the 12th in the world to obtain such certificate.
Qingdao Sunrui obtained the first USCG TAC in

Asia in June 2017.

As a leading classification society, DNV GL has
great concern for ballast water management as
well as other marine pollution preventing solutions
and puts huge efforts on testing and certification.
As one of five IL (Independent Laboratory)
accredited by USCG, DNV GL has built up a
strong team to support manufacturers on BWMS
type testing. So far, only 12 manufacturers have
received USCG TA worldwide, and 9 of them were
submitted by DNV GL. The BWMS shall go
through extremely harsh testing to obtain the
USCG TA, and all tests shall be carried out at
USCG accredited laboratories, including function
test, land-based test, shipboard test and
environmental test. It normally takes more than two
years to complete all tests.
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Embracing The Digital Age
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To reduce fuel cost and delay, ship managers need to use new technology to micro-manage and
minimize operating expenditure, explains Mark O’Neil president of Columbia Shipmanagement.

Mark O’Neil
President
Columbia
Shipmanagement

TO WHAT EXTENT WILL SHIP
MANAGEMENT BE AFFECTED BY
TECHNOLOGICAL CHANGE?

In order to remain successful, indeed to remain
in business at all, ship managers must ensure
that their services offered are relevant and
compelling. To achieve that relevance, they
must fully embrace the digital age by reviewing
and improving their processes, adopting the
latest technology both in respects of software
and hardware and seeking ever more innovative
ways to deliver their existing and future
services. By doing so, ship managers will be
able to remain relevant with their customers and
(if not more importantly) will enable their
customers to remain relevant and compatible
with their market. The need for such relevance
is existential for both the manager and the
vessel operator where vessels unable to

interface with the supply and logistics chains of
the future will very quickly render themselves
unemployable. Managers must also ensure that
their services are compelling ie a “must have” as
opposed to a “like to have”. They have to
therefore ensure that via digitalisation they are
able to optimise vessel, crew and commercial
management to a far greater extent than small
and medium sized vessel operators. They must
achieve economies of scale on procurement
achieving the very lowest prices achievable.
They must ensure optimisation of vessel
performance by minimising consumption and
delay and using technology to micro manage
and significantly minimise opex. If they can
achieve this they will not only render themselves
compelling to vessel operators (even those
which do not traditionally employ third party
managers), but they will render those operators
compelling to charterers and the market.

IS COLUMBIA EMBRACING BLOCK CHAIN AS A WAY OF DRIVING UP EFFICIENCIES?

Blockchain is part and parcel of the new technologies and processes now upon us and
its widespread use and applicability is inevitable. Columbia recognises this and is
factoring in blockchain understanding and use as it proceeds with its own digital vision
and agenda. Many of the standard management processes and lines of communication
will be considerably simplified, shortened and rendered more efficient with wider use of
blockchain concepts. Unnecessary costs associated with those processes and
communication lines will be drastically reduced or obviated altogether. By way of
example, class records (including observations and conditions) can much more easily
and efficiently be monitored and updated in a cloud-based, secure blockchain file |
accessible by class and relevant stakeholders. Similarly, any costly class surveyor visits
can thereby be minimised and/or more better focussed or limited. Blockchain will better
ensure that vessels arrive at ports (and avoid delays) with correct and completed s
documentation for those ports, and that such vessels’ maintenance and maintenance =
records are performed and up to date, that their crews are properly trained and more
efficiently rotated etc.
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THERE ARE MANY WHO BELIEVE THAT SHIPPING’S ROLE IN THE FUTURE WILL BE PURELY AS AN IMPORTANT
PART OF THE GLOBAL SUPPLY CHAIN. HOW WILL THIS AFFECT SHIP MANAGEMENT AND PROVIDERS OF
GLOBAL SHIPPING SERVICES LIKE COLUMBIA?

The global market place is clearly undergoing rapid change. The market players are consolidating and becoming ever bigger
in an attempt to drive down costs. Previous horizontal structures — sellers, freight forwarders/logistics companies, vessel
charterers, vessel owners, buyers and consumers — are being replaced with vertical structures. The sellers are becoming
internet based and seeking to acquire the component parts in the global supply chain, shortening the same, driving up
efficiencies and reducing costs for the consumer. These internet sellers, the Amazons and Alibabas of the future, will acquire
all of the component parts in the global supply chain and will want to own and control the same, including the vessels
servicing them. Of course there will remain a place for the independent vessel operator, both generally and in niche markets,

but the drift towards vertical structures is both logical
and inevitable. The challenge for ship managers is to
be flexible enough to service the whole of the shipping
industry, to remain relevant and compelling for the
internet sellers as well as the niche/independent
vessel operator. Managers therefore have to ensure
that they are able to manage the steel acquired by the
internet sellers better than can be done by the internet
sellers themselves. They have to ensure that vessel
downtime is minimised and/or obviated altogether,
that offhire is regarded as an anachronism, and that
efficiencies and uptime are measured in the same
way as in the airline industry. They also need to
ensure that they are able to minimise procurement
costs and that their IT platforms and processes are
totally compatible and able to integrate with the
logistical platforms and processes of the internet
sellers. By the same token, and as importantly,
managers must still focus on the small niche operator
and ensure that they are able to render the
personalised service required by him/her.

HOW WILL THE SHIPPING INDUSTRY KEEP UP
WITH THE ACCELERATION OF NEW
TECHNOLOGY?

With great difficulty and the simple truth of the matter
is that not all shipping operators will be able to keep
up with new technology, nor will they need to. As
always, it is a case of being market focussed and
deciding what one’s market is and what that market
requires. A vessel operator providing services to a
niche or specific market will only require to keep up
with technological advances relevant to that market.
The adage “jack of all trades, master of none” has
never been more relevant. The

market is awash with new ideas, technologies,
processes, only a small proportion of which will be
relevant to a specific trade or sector. Even then, it will
be a case of prioritising between the ‘must have” and
“like to have” technology.

ARE CREWLESS SHIPS REALLY A THING OF
THE FUTURE?

This question relates to automated and semi-
automated vessels. Semi-automation will become
ever more widespread and of general application
within the shipping industry in conjunction with the
inevitable push for optimisation. We are already
seeing widespread semi-automation in the increasing
use of on-board sensors and cameras, digitalisation of
processes and increasing availability of satcom and
internet allowing increasing retrieval of onboard data
for analytics. Preventative maintenance techniques
and overall performance monitoring and optimisation
represent the first major steps towards semi-
automation. Full automation of vessels on a limited
scale will inevitably occur, but not in the short to
medium term. Not only are the technological
challenges still too great, but international
jurisdictional, regulatory and legal obstacles remain a
serious challenge to development in this field. It is
important to note that neither semi-automation or full
automation will necessarily of themselves lead to a
reduction of crew or to crewless ships. There will
inevitably be a reduction of crew onboard, but there
will still be a requirement for a significant compliment
of crew ashore to control and maintain even a fully
automated ship. By analogy, the flight and ground
crew for a US Air Force pilotless drone far exceeds
that of one of its F-15 fighter jets. It is a question of
perspective.
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The First International Ratings Conference - 14 Sep 18 Shenzhen
“We Care More About You”
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Revitalizing Chinese Ratings need not only be a slogan. Turning it
from slogan to reality requires every stakeholder in the shipping
industry to play their part. By organizing the First International
Ratings Conference (IRC) on 14 September 2018 at the Hilton
Shenzhen Shekou Nanhai Hotel China, the Singapore Organisation
of Seaman (SOS), Singhai Marine Services, Jiangsu Vocational &
Technical Shipping College and Singapore (Nantong) International
Maritime Institute supported by the Amalgamated Union of

Seafarers Hong Kong
and the Merchant Navy
Officers’ Guild — Hong
Kong, have come
together to take the first
step to turn slogan into
reality.

The Chairman of the
International Ratings
Conference Organizing

Committee, Mr. Terence Zhao highlighted the primary
theme of the First International Ratings Conference is to
discuss the importance of developing ratings, especially
Chinese ratings, in support of China’s One Belt One Road
initiatives. Close to 200 representatives from the whole
spectrum of industry stakeholders including unions,
administrators, international shipping companies and
Chinese ratings themselves provided significant value-add
to and a bonus for this free-of-charge conference to discuss
the development of ratings. Mr. Terence Zhao hoped the
conference will serve as a precursor for more dedicated
study and work the immediate future to improve the
development prospects of ratings, especially Chinese Follow us on WeChat!
ratings, and provide innovative recommendations to WeChat ID: singhaimarine
address the challenges.
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