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The switch s here

What's it all about?

The US has transitioned from a ban on crude exports until 2015 to become a
top-four exporter globally with its current exports amounting to close to 3m
bpd. Most importantly, seaborne exports from the US have now surpassed
seaborne imports: in other words, back-haul has become front-haul. From
now, the US shale revolution will switch from being a drag on crude tanker
demand to become the main driver of demand growth for the foreseeable
future. We still expect the trade war to be a positive catalyst, but itisnot a
prerequisite, as the oil trade will remain broadly unaffected. We expect
crude tanker rates to rise this winter and raise our VLCC spot rate estimate
from USD67,600/day to USD72,000/day for 2020E, lift our TPs for the
crude tanker companies, and reiterate Shipping FTW 2020!
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Investment case summary

Seaborne exports from the US have surpassed seaborne imports,
transforming rising US crude production, which used to be regarded as a
serious threat to the tanker trade (with good reason, as US crude imports
have declined!), into the main driver of growth. A solution to the trade war
would be another positive, though not strictly needed, catalyst. Similar to
the turn in the LPG market this spring, we expect the crude tankers to turn
this winter. We raise our VLCC spot rate estimate from USD67,600/day to
USD72,000/day for 2020E, lift all our target prices in the crude tanker
segment and reiterate Shipping FTW (“for the win”) 2020!

Key findings of the report

We expect US crude oil exports to amount to 2.8m bpd in 2019E (up from
2.5m bpd), 3.8m bpd in 2020E (up from 3.4m bpd) and 4.8m bpd in 202 1E.
Seaborne imports now total c. 3m bpd.

Middle Eastern exports are set to decline by 0.5m bpd this year, mainly due
to declining Iranian exports. For 2020E though, we expect more seaborne
crude to be needed to comply with the IMO 2020 regulations and we
model Middle Eastern exports to increase by 0.9m bpd.

We expect an average 3% annual growth in the fleet for 2019E-21E. When
adjusting for other supply-side effects (mainly slower speeds caused by
higher bunker prices stemming from the new IMO 2020 rules), we expect
an average 2% annual growth in supply over 2019E-21, leading to a clear
tightening of the market, as we expect demand to grow by 6% a year.

What have we changed in our modelling?

While we still believe that a meaningful increase in rates is only likely to
occur in Q4 of this year, we also reiterate our longer-term conviction and
raise our VLCC rate forecast for 2020E from USDé67,600 to
USD72,000/day. For 2021E, as we expect US crude exports to rise further,
we increase our spot rate estimate to USD92,000/day.

Top picks

We favour DHT (Buy, TP USD11) and Frontline (Buy, TP NOK103) in the
tanker segment. Both companies are focused on larger vessels and have
clear strategies in favour of scrubbers. However, if we are right in our
market modelling, Euronav (Buy, TP EUR15), Concordia (Buy, TP SEK20),
Stolt-Nielsen (Buy, TP NOK190) and Odfjell (Buy, TP NOK45) also offer
substantial upside potential.
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Summary of key changes and valuation

Table 1: Changes made in this report (note: CCOR in SEKm)

Rating TP New EBITDA (USDm) OIdEBITDA  |New net profit (USDm) Old net profit
Company Ticker New OIld New Old |2019E 2020E 2021E 2019E2020E 2021E| 2019E 2020E 2021E 2019E2020E2021E
OIL TANKERS:
DHT Holding DHT Buy Buy 11.0 10.5| 180 627 795 149 576 n/a 10 450 623 -19 408 n/a
Frontline FRO Buy Buy 103 98 | 269 855 1,075 255 791 n/a 57 643 883 45 578 n/a
Euronav EURN Buy Buy 15.0 14.5| 385 1,298 1,696 373 1,162 n/a -29 892 1,297 -18 752 n/a
Concordia (SEK) CCOR Buy Buy 20 20 | 260 718 980 183 545 n/a -75 382 650 -62 301 n/a
CHEM TANKERS:
Stolt-Nielsen SNI Buy Buy 190 190 | 457 608 647 493 621 n/a 66 216 260 98 229 n/a
Odfijell ODF Buy Buy 45 50 | 178 299 355 141 238 n/a -47 57 115 -23 69 n/a

Source: Kepler Cheuvreux

Table 2: Valuation summary for KECH shipping coverage including peers

Kepler Cheuvreux| Current valuation KECH base valuation
MCAP Last GAV NAVNAV/EV/GAV P/NAV| GAV NAV NAV/ Pot.
Company USDm Curr. Rating TP Pot)| close USDm USDm share ratio ratio USDm USDm share %
Golden Ocean Group 729 NOK Buy 105 137% 44.3 1,978 1,002 61 0.86x 0.73x 2,735 1,758 107 76%
DS Norden 575 DKK Buy 150 56% 96.1 853 774 129 0.77x 0.74x 1,244 1,165 195 50%
Star Bulk Carriers 725 USD 7.77 2,619 1,209 130 0.82x 0.60x] 3,757 2,346 252 94%
Dry bulk Scorpio Bulkers 333 USD 4.67 1263 656 9.2 0.74x 0.51x 1,737 1,130 159 72%
Safe Bulkers 159 USD 155 955 311 30 084x 0.51x 1,290 646 6.3 108%
Genco Shipping 351 USD 841 1,024 710 170 0.65x 0.49x 1,503 1,189 28.5 68%
Diana Shipping 324 USD 3.00 992 583 54 0.74x 0.56x 1,371 962 89 65%
Bulk avg. 97% 0.77x 0.59x 76%
Frontline 1,302 NOK Buy 103 54% 67.0 2495 874 45 1.17x 149x 3,621 2,000 103 129%
DHT Holdings 822 USD Buy 11 90% 5.79 1,581 792 56 1.02x 1.04x 2,456 1,667 11.7 110%
Crude oil Euronav 2,019 EUR Buy 15 81% 8.29 3,538 2,280 94 093x 0.89x 5576 4,318 17.7 89%
Nordic American 300 USD 211 714 361 25 091x 0.83x 1,160 806 5.7 124%
Teekay Tankers 322 USD 1.20 1,519 475 18 090x 0.68x 2,480 1,436 5.3 202%
Crude avg. 75% 0.99x 0.98x 131%
Product Scorpio Tankers 1,340 USD 26.1 3,747 1,418 28 0.98x 0.95x 5,107 2,777 54 96%
Concordia Maritime 53 SEK Buy 20 86% 108 309 90 18.1 0.88x 0.60x 396 177 36 97%
Product avg. 86% 0.93x 0.77x 97%
Chemical Stolt-Nielsen 637 NOK Buy 190 83% 103.6 4,569 1,780 289 0.75x 0.36x] 4,541 1,752 285 -2%
QOdfjell SE 256 NOK Buy 45 58% 285 1,978 714 79 0.77x 0.36x 2,038 773 86 8%
Chem avg. 71% 0.76x 0.36x 3%
BW LPG 559 NOK Buy 67 91% 351 1,672 654 41 0.94x 0.85x 2,336 1,317 83 102%
LPG Avance Gas 150 NOK Buy 40 97% 203 624 190 26 0.94x 0.79x 857 424 57 123%
Dorian LPG 407 USD 7.38 1,180 526 9.5 0.90x 0.77x 1,605 951 17.2 81%
LPG avg. 97% 0.92x 0.78x 102%
Flex LNG 711 NOK Buy 220 92% 114.8 2,894 1,262 204 0.81x 0.56x 3,561 1,929 312 53%
LNG Hoegh LNG 329 NOK Buy 59 56% 37.8 1,556 548 63 0.86x 0.60x 1,556 692 80 26%
Exmar 362 EUR Buy 85 50% 5.65 1,231 523 817 087x 0.69x 1,309 602 94 15%
LNG avg. 53% 0.86x 0.65x 21%
Car Wallenius Wilhelmsen 1,455 NOK Buy 51 70% 30.1 6,032 2,664 55 0.80x 0.55x 6,224 2,856 59 7%
Leasing Ocean Yield 1,101 NOK Buy 74 23% 604 3,218 1,125 62 0.99x 0.98x n/a 1,238 68 10%
Source: Kepler Cheuvreux
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Changes to oil tanker market-related forecasts

Chart 1: VLCC spot rates Chart 2: Fleet utilisation
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Chart 5: Supply growth Chart 6: Demand growth
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Tanker investment case in six charts

Chart 7: Once again, US exports are growing faster than we

Chart 8: ..and together with continued growth in imports of

expected... Canadian heavy slate to the US we can now conclude that...
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Chart 9: ...the SWITCH IS HERE; the US has turned net long
seaborne crude; the old back-haul is the new front-haul...

Source: EIA, Kepler Cheuvreux

Chart 10: ...which, finally, turns the US shale revolution into a
positive driver for the crude tanker market
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Chart 11: The long-haul US exports are lifting transportation
demand growth substantially higher than fleet growth...

Source: BP, Kepler Cheuvreux

Chart 12: ...and together with IMO 2020, this will make 2020E
the first year in a prolonged crude tanker cycle.
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Oil tanker investment case summary

Seaborne exports from the US have now surpassed seaborne imports; in other
words, back-haul has become front-haul. Now, the US shale revolution will shift
from being a drag on crude tanker demand to being the main growth driver for
the foreseeable future.

This implies that the marginal crude oil supply is 10,000-15,000 nautical miles
away from marginal demand (the distance from US to Asia) which again means
that the market now needs 40-50 VLCC equivalents for every additional 1m bpd
of oil demand, about twice as many as would be required if marginal crude oil
supply were to come from the Middle East.

US exports are the main driver of our demand estimates, which envisage an
average 6% annual growth in tonne-miles over 2019E-21E. This compares with
fleet growth of 3% a year which falls to 2% a year once the efficiency-reducing
effects of the IMO 2020 regulations have been taken into account.

Despite the recent agitation from both sides, we reiterate our conviction that
the trade war will be a positive catalyst for the tanker segment as a part of "the
deal" should entail Chinese purchases of US hydrocarbons and we expect a
constructive outcome, probably in conjunction with the upcoming G20 meeting
in Japan on 28-29 June, if not before.

While we continue to expect rates to remain rather low on average in 2019E (we
now expect USD28,000/day for the year), we expect a meaningful increase in
rates in Q4 2019. We reiterate our longer-term conviction and raise our VLCC
rate forecast for 2020E from USD67,600 to USD72,000/day. For 2021E, as we
expect US crude exports to rise further, we further increase our spot rate
estimate to USD92,000/day.

We also raise our target prices for all of the crude tanker stocks under our
coverage and feel more bullish than ever before. While DHT and Frontline
remain our favourite names in the space, we also see substantial upside for
Euronav despite its lack of scrubbers and we continue to believe that both
product and chemical tankers’ spot rates will follow the same trajectory as their
larger siblings.

US fossil supremacy now turns positive for tankers

The US shale revolution is now ten years old, and we expect crude oil exports of
2.8m bpd in 2019E (up from 2.5m bpd), 3.8m bpd in 2020E (up from 3.4m bpd) and
4.8m bpd in 2021E. We expect that total Middle East exports will decline by 0.5m
bpd this year, predominantly as a function of declining Iranian exports. For 2020E
though, we believe that more seaborne crude will be needed in conjunction with the
IMO2020-regulations and we expect an increase by 0.9m bpd in export from the
Middle East.

Those figures are the main driver of our estimates for an average 6% a year growth
in global tonne-miles in 2019-21E. The 52% YQOY decline in new ordering in Q1 is

8 keplercheuvreux.com
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also helpful and we now expect an average 3% per year growth in the fleet for 2019-
21E. When adjusting for other supply-side effects (predominantly slower speeds
caused by higher bunker prices stemming from the new IMO 2020 rules), we expect
effective supply growth of an average 2% per year in 2019-21E, making the
tightening of the market even more evident.

Still expect the trade war solution to be a positive catalyst

The tanker segment is the shipping segment that is least affected by a potential
escalation of the trade war between the US and China. However, we continue to
believe that the outcome from the ongoing trade war is likely to be a positive
catalyst for the crude tanker segment (and for all other shipping segments) because
we expect Chinese purchases of US crude oil to be a significant part of the mitigation
of the trade imbalance between the two countries; the two economies are simply
too compatible to miss this opportunity.

Rates raised to USD72,000 and USD92,000/day for 2020E
and 2021E

We still think that a meaningful increase in rates will only occur in Q4 2019, and also
reiterate our longer-term conviction by raising our VLCC rate forecast for 2020E
from USD67,600 to USD72,000/day. For 2021E, as we expect US crude exports to
increase further, and we raise our spot rate estimate to USD92,000/day.

For Suezmaxes we marginally revise our 2019E estimate from USD24,100/day to
USD24,000/day. For 2020E, we increase our estimate from USD51,000/day to
USD54,000/day and expect USD67,000/day for 2021E.

In the product and chemical tanker markets, which we continue to believe should be
regarded as derivatives of the crude tanker market, we also increase our spot rate
estimates. For MRs in 2019E, we adjust from USD14,200/day to USD14,000/day
while we increase our 2020E estimates from USD21,300/day to USD22,000/day.
For 2021E we expect rates to rise to USD27,000/day.

DHT and Frontline are still our top picks

We favour DHT (Buy, TP USD11) and Frontline (Buy, TP NOK103) in the tanker
segment. Both companies are focused on larger vessels and have clear strategies in
favour of scrubbers. However, if our market modelling proves to be correct, Euronav
(Buy, TP EUR15), Concordia (Buy, TP SEK20), Stolt-Nielsen (Buy, TP NOK190) and
Odfjell (Buy, TP NOK45) all offer substantial upside potential.

While we continue to value the companies based on their net asset values (NAV),
those are, of course, also driven by the high expected earnings resulting from our
optimistic rate outlooks. For DHT, we calculate a free cash flow yield of 60% for
2020E and 80% for 2021E and we have 96% upside to the current NAV. The similar
numbers for Frontline are 47% for 2020E and a 65% yield in 2021E, while its NAV
should appreciate 128% if our market outlook materialises. Frontline is trading at a
P/NAV of 1.5x.

9 keplercheuvreux.com
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Concordia Maritime Buy

Sweden | Transport | Mcap SEK 513.1m Target Price SEK 20.00
Current Price SEK 10.75
Up/downside 86.0%
Changein TP none
14 May 2019 Change in EPS down nm 19E / up nm 20E

Turning point for rates this winter retterHaugen
with structural US boost I,

phaugen@keplercheuvreux.com
+47 23139078

2018 was a tough year for oil tankers, and Concordia delivered an  Vetle Johansen
adjusted net loss of SEK-232m. Cash preservation was high on the  EauityResearchAnalyst
agenda, but we believe 2018 was likely the trough. The most important ~ Vviohansen@keplercheuvreux.com
reason is that seaborne exports from the US have now surpassed +4723139070

seaborne imports to the US: back-haul has become front-haul. So from Market data

now on, the US shale revolution will switch from being a drag on oil Bloomberg: CCORB SS Reuters: CCORb.ST
tanker demand to being the main driver of demand growth for the mi;k]:Z:fp(SEKm) o
foreseeable future. With an improved crude market, we expect lower No. of shares outstanding (m) 48
swing tonnage, and see rates turning this coming winter. We have a Avg. daily volume (SEKm) 03
forecast for MR rates of USD21,000/day for 2020E and a net profit of YD absperformance “11.9%

SEK380m for Concordia. The stock trades at a deep discount to asset S2week highlow (SEK) 1925/2.20

values, and although the balance sheet is not as strong as some of its =~ FYto31/12(SEK) 12/19E 12/20E 12/21E

peers’, we see solid upside. We reiterate our Buy rating and TP of SEK20. éaBlfTSéT; di(m) ) 6;:5 7212 9822
Q1 figures in line with expectations Netooliot 751 so4a 6540
Concordia reported EBITDA of SEK82m versus our expectation of Net debt (m) 21049 17457 13231
SEK65m, but as this quarter is affected by reporting changing to IFRS 16, FCF (m) ‘ 604 6016 8327
. . o . . EPS adj. and fully dil. -1.57 8.05 13.70
we focus instead on net profit. The SEK2m net profit in Q1 was almost in ¢ rcuseps 070 453 na
line with our expectation of SEK6m (consensus: SEK5m). Concordia’s Net dividend 050 564 959
product tanker fleet delivered a TCE of USD17,400, implying a premium of gy i31/12(sE) 12198 12/20E 12/21E
USD2,200/day to MR quotes versus our normal assumption of P/E adj and ful. dil. na 13 08
USD3,000/day. EV/EBITDA 100 31 1.9
EV/EBIT na 4.9 25
Raising our MR forecasts for 2020E E?F dvie'j » 113; 1;:21; 1;3;
In the product and chemical tanker markets, which we continue to believe N;thdzzt/ngDA 81 o4 13
should be regarded as derivatives of the crude tanker market, we also Gearing 1611% 116.6% 47.8%
increase our spot rate estimates. For MRs, we trim our estimates from ROIC 0.3%  13.6%  22.2%
USD14,200/day to USD14,000/day in 2019E and increase them from  ©' 0707 08
USD21,300/day to USD22,000/day in 2020E . For 2021E, we expect rates 135
to increase further to USD27,000/day. This implies 2020E net profit going 130
up by SEK382m, assuming a USD2,800/day premium for Concordia’s 125
PMAX vessels. 120
11.5
Deep discount to asset values in a changing market 1o
A ten-year MR is quoted at USD17.5m, and with an average fleet age of 105

10.6 years for PMAX vessels (value-weighted), while our valuation for 100
9.5

Concordia tracks at close to the ten-year-old quote. We estimate a current oo
NAYV of SEK18 for Concordia, and on the back of our 2020E estimate, we May18 Augl8 Novis  Febi9
see the ten-year MR value increasing to USD26m, lifting NAV to SEK35. price DJ Stoxx 600 (rebased)
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Investment case in six charts

Chart 145: CCOR is a player in the product tanker market
with ten owned PMAX vessels (30% more capacity than MR)

Swedbank @ ‘ Concordia Maritime

Chart

Buy TP SEK 20.00

146: US crude export will probably pass 3m bpd this

year and is the most important driver of all oil tanker demand
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Chart 147: Although 2019E will be volatile, we expect a
strong tightening in the oil tanker market in 2020E...

Source: Kepler Cheuvreux

Chart 148: ... due to swing tonnage, product tanker earnings will
follow, bringing CCOR back to profit (debt service SEK170m)
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Chart 149: Deep discount in CCOR (P/NAV 0.6x), but we Chart 150: We have a Buy rating, TP of SEK20, seeing 10- old

highlight higher cash flow risk in a delayed recovery

MR up by 50% from current low levels
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Concordia Maritime in brief
Chart 151: Fleet employment
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Chart 152: Owned/leased fleet by year (weighted 11 years)

Source: Kepler Cheuvreux

Chart 153: Largest shareholder controls 48%
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Q1 figures (note lines affected by IFRS 16)

Concordia reported EBITDA of SEK82m versus our expectation of SEK65m, but as
this quarter is affected by reporting changing to IFRS 16, we focus instead on net
profit. The SEK2m net profit in Q1 was almost in line with our expectation of SEKé6m
(consensus: SEK5m). Concordia’s product tanker fleet delivered a TCE of
USD17,400, implying a premium of USD2,200/day to MR quotes versus our normal
assumption of USD3,000/day.

Table 9: Quarterly figures: Kepler Cheuvreux versus Bloomberg consensus

Reported figures Reported Estimates Deviation, SEKm
Reported figures (SEKm) Q12018 Q22018 Q32018 Q42018 Q12019 KECH Cons. KECH Cons.
Operating revenues 199.6 227.0 258.6 367.8 310.8 307.2 3.6
Operating costs incl. charter hire -179.0 -223.7 -2658 -275.5 -213.2 -224.5 11.3
SGA -13.6 -12.6 -10.7 -15.2 -15.9 -17.0 11
EBITDA reported 7.0 -9.3 -17.9 771 81.7 65.6 69.8 16.1 11.9
EBITDA adjusted 7.0 -9.3 -17.9 26.6| 81.7 65.6 69.8 16.1 11.9
Depreciation -43.4 -46.2 -48.4 -48.9 -60.4 -48.9 -11.5
Operating profit -36.4 -55.5 -66.3 28.2, 21.3 168 20.9 4.5 04
EBIT adjusted -36.4 -55.5 -66.3 -22.3 21.3 16.8 20.9 4.5 04
Net financial interest -2.3 -1.6 -0.5 -47.5 -19.4 -10.1 -9.3
Other financial items 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Profit before tax -38.7 -57.1 -66.8 -19.3 1.9 6.7 -4.8
Taxes 0.0 0.0 -0.1 -0.1] -0.1 0.0 -0.1
Net profit reported -38.7 -57.1 -66.9 -19.4 1.8 6.7 54 -4.9 -3.5
Net profit adjusted -38.7 -57.1 -66.8 -69.8 1.9 6.7 54 -4.8 -34
EPS adj (SEK) -0.81 -1.20 -1.40 -1.46 0.04 0.14 012
DPS (SEK) 0.00 0.00 0.00 0.00] 0.00 0.00
Operating assumptions:
Product tank -TCE rate (USD/day) 14,400 12,400 11,200 13,700 17,400 17,640 -1%
Suezmax -TCE rate (USD/day) 12,700 14,200 15,300 25,800 27,300 32,551 -16%
Avg. TCE rate (USD/day) 14,287 12,598 11,883 15,736 18,039 18,602 -3%
EBITDA margin (USD/day) 639 -706 -1,208 1,793 6,387 5,200 23%
USDSEK 8.12 8.68 8.95 9.04 9.17 9.05 1%

Source: Bloomberg consensus, Kepler Cheuvreux

Chart 154: Quarterly EBITDA (impact on EBITDA from IFRS

16 ¢. SEK20m from Q1 2019) Chart 155: CCOR implied TCE rate versus market quote
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Outlook for a strong 2020E to outweigh short-term risk

Seaborne exports have now surpassed seaborne imports to the US, transforming the
increasing US crude production which used to be regarded as a great threat to the
tanker trade (with good reason, US crude imports have declined!) has just now
become the main driver of growth. A solution to the trade war would be another
positive, albeit unnecessary, catalyst and as the LPG market turned this spring, we
expect the crude tankers to turn in the coming winter.

We expect US crude oil exports of 2.8m bpd in 2019E (up from 2.5m bpd), 3.8m bpd
in 2020E (up from 3.4m bpd) increasing further to 4.8m bpd in 2021E. Seaborne
imports are now about 3m bpd.

Middle East exports should decline by 0.5m bpd this year, predominantly as a
function of declining Iranian exports. For 2020E though, we expect more seaborne
crude to be needed as a consequence of the IMO2020 regulations which is the main
reason why we believe an increase in Middle East exports of 0.9m bpd will be
needed.

We expect an average 3% annual growth in the fleet for 2019E-21E. When adjusting
for other supply-side effects (predominantly lower speed caused by higher bunker
prices stemming from the new IMO2020 rules), we expect effective supply growth
of an average 2% per year in 2019E-21, making the tightening of the market, with
demand growing by 6% per year, obvious.

While we continue to think that it is only in Q4 this year one should expect a
meaningful increase in rates, we also reiterate our longer-term conviction and raise
our VLCC rate forecast for 2020E from USD67,600 per day to USD72,000. For
2021E, as we expect US crude exports to rise further, we further increase our spot
rate estimate to USD92,000/day.

TP SEK 20.00

Chart 156: THE SWITCH IS HERE; the US has turned net long Chart 157: ...which, finally, also switches the US shale

seaborne crude; the old backhaul is the new fronthaul... revolution into a positive driver for the crude tanker market
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Product tanker segment (Concordia Maritime)

In the product and chemical tanker markets, which we continue to believe should be
regarded as derivatives of the crude tanker market, we also increase our spot rate
estimates. For MRs, we adjust our estimates from USD14,200/day to
USD14,000/day in 2019E while we increase them from USD21,300/day to
USD22,000/day in 2020E. For 2021E, we expect rates to increase further to
USD27,000/day.

Table 10: KECH product tanker supply model

TP SEK 20.00

2009 2010 2011 2012 2013 2014 2015 2016

2017

2018 2019E 2020E2021E

Fleet overview (m dwt)

Fleet start of year 102 114 121 125 128 131 136 144
Historical deliveries 147 111 6.9 6.1 5.6 6.5 8.8 9.9
Gross orderbook for delivery by month

Forecasted cancellations

Postponements

Deliveries from orderbook

Historical ordering 2.1 54 3.7 6.1 179 70 122 1.9
Future ordering

Deliveries from future ordering

Historical scrapping -22 -38 -18 -30 -22 -14 -08 -08
Scrap price (USD/LDT) 334 444 515 443 424 471 345 274
Future scrapping

Scrapping as % of fleet -2.1% -34% -1.5% -24% -1.7% -1.1% -0.6% -0.5%
Misc. -08 -04 -06 -06 -01 00 -02 -01
Fleet end of year 114 121 126 129 132 137 145 154
Fleet growth (YOY, %) 10% 6% 4% 2% 2% 4% 6% 6%
SUPPLY (10712 tonne-miles)

Vessel design speed (knot) 146 146 146 146 146 146 146 146
Gross transportation capacity 140 150 158 163 167 171 180 191
Actual port ratio (% of total time) 38% 34% 30% 29% 28% 26% 25% 25%
Normal port operations -53 51 -48 -47 -46 -45 -46 -49
Floating storage -08 -08 -09 -10 -11 -11 -11 -12
Floating storage (% of capacity) -6% 5%  -6% 6% 6% -6% -6% -6%
Bunker price (HFO, USD/tonne) 354 450 618 640 595 532 264 213
Bunker price (MGO, USD/tonne) 529 683 944 955 904 817 480 383
Optimal vessel speed (knot) 139 119 109 103 110 112 148 153
Historical vessel speed (knot) 143 127 113 108 105 9.9 9.6 9.6

Forecasted speed (knot)
Historical and forecasted vessel speed (knot) 143 127 113 108 105 9.9 9.6 9.6

Slow steaming (% of total gross capacity) 0% 0% 0% 0% 0% 0% 0% 0%
Capacity taken out in slow steaming -02 -13 -25 -30 -34 41 -46 -49
Net transportation capacity 7.6 7.9 7.6 7.6 7.5 7.4 7.6 8.1
Net capacity growth (YOY, %) 17% 3% -3% -1% -1% -2% 3% 7%
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Changes to estimates:

2018 was a tough year for oil tankers, and Concordia delivered a net loss of -
SEK232m for the full year. Cash preservation was on the agenda in 2018, but in our
view 2018 was likely the trough in earnings:

e 2019E net loss down to -SEK74m: After a strong Q1, we expect weak
freight rates over Q2 and Q3, as indicated by the current spot and forward
market (c. USD14,000/day for Concordia). We expect an improvement in
Q4, due to higher US exports and some initial effects as the market prepares
for IMO 2020 (Concordia TCE rate in Q4 of USD19,000/day).

e 2020E net profit up by SEK382m: We lift our MR forecast to
USD22,000/day and assume a USD2,800/day premium for Concordia’s
PMAX vessels.

e 2021E initial net profit of SEK650m: USD27,000/day MR rates, but as
there is still ample room to increase the order book, we state this figure with
less confidence.

TP SEK 20.00

Chart 158: Net profit versus average TCE rate Chart 159: MR market quote
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Source: Bloomberg, Kepler Cheuvreux

Table 11: Changes to estimates (note that EBITDA estimates are impacted by IFRS 16)

Source: Clarkson, Kepler Cheuvreux

Changes to estimates (SEKm) 2019E 2020E 2021E

New (o] ;] Chang New [o][] Chang New (o] ;] Change
EBITDA adjusted 260.0 182.7 n/al 717.6 545.3 32% 980.5 n/a 0%
Net profit adjusted -74.9 -62.3 n/a 382.2 301.6 27%| 650.6 n/a 0%
EPS adj (SEK) -1.57 -1.30 n/a 8.01 6.32 27 %) 13.63 n/a 0%
DPS (SEK) 0.50 0.50 0% 561 442 27% 9.54 n/a 0%
Avg. TCE rate (USD/day) 16,507 16,755 -1%| 26,468 24,793 7% 31,624 n/a 0%
EBITDA margin (USD/day) 5,222 3,632 n/a 15,715 11,943 32% 21,600 n/a 0%
Vessel days (calendar) 5,260 5,260 0% 4,774 4774 0% 4,745 n/a 0%

65 keplercheuvreux.com

Source: Kepler Cheuvreux
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We have a Buy rating and target price of SEK20
A ten-year MR is now quoted at USD17.5m, and with an average fleet age of 10.6
years for PMAX vessels (value-weighted), our valuation for Concordia tracks at
close to the ten-year-old quote. We estimate a current NAV of SEK18 for Concordia,
and on the back of our 2020E estimate, we see the ten-year MR value increasing to
USD26m, lifting NAV to SEK35.
Given the steep share price discount, we set our TP at SEK20.
Chart 160: Valuation scenarios Chart 161: Historical MR vessel values
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Source: Kepler Cheuvreux

Concordiais currently trading at a P/NAV of 0.55x.

Chart 162: P/NAV and EV/GAV relative to current asset

values

Source: Kepler Cheuvreux

Chart 163: NAV sensitivity to changes in asset values
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Valuation breakdown
Table 12: Valuation breakdown

No. Agd CurrentNAV 1Y forward NAV

NAYV (USDm) vessels (avg. MR Premium Base Low High
Fleet:
PMAX 10 10.6 160 191 265 100 305
IMOIIMAX 1 3.5 31 31 41 14 50
Fleet on water 11 7.7 190 222 305 114 354
Newbuilds 0 n/a 0 0 0 0 0
Total fleet value (USDm) 11 7.7 190 222 305 114 354
MtM contract portfolio -1 -1 0 0 0
Operating lease value (IFRS16) 87 87 87 87 87
1Y cash-flow 3 -1 6
GAV (USDm) 277 309 392 201 441
NIBD (relative last report):
Cash and cash equivalents 23 23 23 23 23
Interest bearing debt -258 -258 -258 -258 -258
Net working capital 16 16 16 16 16
Other adjustments 0 0 0 0 0
Future capex 0 0 0 0 0
NIBD incl. off-balance commitments -219 -219 -219 -219 -219
NAV (USDm) 58 90 173 -18 222
No. shares (fully delivered) 47.7 47.7 47.7 47.7 47.7
NAV/share (SEK) 11.6 18.0 34.7 -3.6 445
Shareprice (SEK) 10.8 10.8 10.8 10.8 10.8
P/NAV 0.93x 0.60x 0.31x n/a 0.24x
EV (USDm) 273 273 273 273 273
EV/GAV 0.98x 0.88x 0.69x 1.36x 0.62x

We include the following items in our valuation:

Source: Kepler Cheuvreux

¢ PMAXvessels valued at a 20% premium to standard MR vessels.

¢ Net interest-bearing debt: We include cash and interest-bearing debt from

the latest quarterly report.

e Other assets/liabilities: We include the book value of net working capital

items.

e Off-balance sheet adjustments: We make no other adjustments.

67 keplercheuvreux.com

TP SEK 20.00



‘ " Ke Ier In partnership with
¥ Cheuvreux  Swedbank e ‘ Concordia Maritime Buy
Table 13: Trading multiples and forecasts

Summary figures & valuation 2017 2018 2019E 2020E 2021E
EBITDA adj. KECH 51 6 260 718 980
Consensus 268 499 355
Deviation -3% 44% 176%
EBIT KECH -625 -181 9 463 726
Consensus 43 289 114
Deviation -79% 61% 537%
Net profit adjusted KECH -660 -232 -75 382 651
Consensus -9 232 28
Deviation nm. 65% 2223%
DPS (SEK) KECH 0.00 0.00 0.50 5.61 9.54
Consensus n/a n/a n/a
Deviation nm. nm. nm.
EV/EBITDA KECH 45.6x  370.6x 9.9x 3.6x 2.7x
(w. fully delivered EV) Consensus 9.7x 5.2x 7.3x
EV/EBIT KECH n/a n/fa  295.4x 5.6x 3.6x
(w. fully delivered EV) Consensus 60.8x 9.0x 22.9x
P/E KECH n/a n/a n/a 1.3x 0.8x
Consensus n/a 2.2x 18.3x
Div. yield KECH 0.0% 0.0% 4.7% 52.1% 88.8%
Consensus n/a n/a n/a
P/B KECH 0.42x 0.48x 0.40x 0.35x 0.19x
Current share price, SEK 10.8 10.8 10.8 10.8 10.8
Market cap, SEKm 458 466 508 513 513
Net interest bearing debt reported 1,169 1,315 2,105 1,748 348
fully delivered (SOP) 1,872 1,905 2,074 2,096 2,096
Enterprise value, SEKm reported NIBD 1,628 1,782 2,613 2,261 861
fully delivered 2,331 2,372 2,582 2,609 2,609

Book value per share (SEK) 25.6 22.2 27.0 31.0 57.6
ROIC (%), avg. -21.7% -7.6% 0.3% 14.0% 23.0%
ROE (%), avg. -39.9%  -20.4% -6.4% 27.6% 30.8%

Source: Kepler Cheuvreux

68 keplercheuvreux.com

TP SEK 20.00



", Kepler L @ ‘
Cheuvreux — 2We4bdll Concordia Maritime Buy TP SEK 20.00

Table 14: Historical figures and forecasts

Key financials (SEKm) 2015 2016 2017 2018 2019E 2020E 2021E Q1-19 Q2-19E Q3-19E Q4-19E
Operating revenues 810.0 1,038.2 827.5 1,053.0 1,159.8 1,553.0 1,778.9 3108 2929 2430 3132
Operating costs incl. charter hire -322.1  -579.6 -7182 -9440 -8340 -7738 -737.2 -2132 -2184 -202.3 -200.1
SGA -640 -1387 -581 -521 -658 -616 -61.3 -159  -176  -162  -160
EBITDA reported 4239 3199 512 569 2600 717.6 980.5 81.7 56.8 24.4 97.1
EBITDA adjusted 4238 2223 512 64 2600 717.6 980.5 81.7 56.8 24.4 97.1
Depreciation -214.2 2372 -675.8 -186.9 -251.3 -254.4 -254.3 -60.4  -635  -637  -637
EBIT 209.7 828 -624.7 -130.0 8.7 4632 7262 21.3 -67 -39.2 334
EBIT adjusted 209.6  -14.9 -6247 -180.5 87 4632 7262 21.3 -67  -39.2 334
Net financial items -354  -259 -356 -51.9 -83.6 -80.9 -75.6 -194 216 214 -211
Tax -0.5 12.7 0.0 -0.2 -0.1 0.0 0.0 -0.1 0.0 0.0 0.0
Net profit reported 173.8 69.5 -660.3 -1821 -75.0 3822 650.6 1.8 -284  -60.7 12.3
Net profit adjusted 1742  -40.8 -660.3 -2324 -749 3822 650.6 1.9 -284  -60.7 12.3
EPS adj (SEK) 365 -085 -1383 -487 -157 801 13.63 004 -059 -127 0.26
DPS (SEK) 0.50 050 000 000 050 561 954 0.00 0.00 0.00 0.50

Operating assumptions:

Product tank -TCE rate (USD/day) 17,025 13,700 12,925 16,129 24,331 28,814 17,400 15,860 12,965 18,290
Suezmax -TCE rate (USD/day) 28,425 18,200 17,000 21,543 52,225 65,340 27,300 15479 14,000 29,391
Avg. TCE rate (USD/day) 17,902 14,037 13,626 16,507 26,468 31,624 18,039 15,835 13,041 19,112
EBITDA margin (USD/day) 5471 1,207 119 5222 15715 21,600 6,387 2,531 34 6,148
Vessel days (calendar) 4745 4960 6,164 5260 4,774 4,745 1,395 1,365 1258 1242

Source: Kepler Cheuvreux
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Key financials

FY to 31/12 (SEK) 12/14 12/15 12/16 12/17 12/18 12/19E 12/20E 12/21E

Income Statement (SEKm)

Sales 531.2 810.0 1,038.2 827.5 1,053.0 1,164.1 1,560.9 1,788.0
% Change 13.6% 52.5% 28.2% -20.3% 27.3% 10.6% 34.1% 14.5%
EBITDA adjusted 140.5 423.8 222.3 51.2 6.4 260.9 721.2 985.4
EBITDA margin (%) 26.5% 52.3% 21.4% 6.2% 0.6% 22.4% 46.2% 55.1%
EBIT adjusted -4.2 209.6 -14.9 -624.7 -180.5 8.7 465.5 729.8
EBIT margin (%) -0.8% 25.9% -1.4% -75.5% -17.1% 0.7% 29.8% 40.8%
Net financial items & associates -39.9 -35.4 -25.9 -35.6 -51.9 -83.8 -81.2 -75.8
Others 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Tax -7.8 -0.5 12.7 0.0 -0.2 -0.1 0.0 0.0
Net profit from continuing operations 8.7 173.8 69.5 -660.3 -182.1 -75.2 384.3 654.0
Net profit from discontinuing activities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net profit before minorities 8.7 173.8 69.5 -660.3 -182.1 -75.2 384.3 654.0
Net profit reported 8.7 173.8 69.5 -660.3 -182.1 -75.2 384.3 654.0
Net profit adjusted -44.1 174.2 -40.8 -660.3 -232.4 -75.1 384.3 654.0
Cash Flow Statement (SEKm)

Cash flow from operating activities 85.6 377.5 2447 45.9 -116.4 104.8 640.0 909.6
Capex -87.9 -459.3 -89.5 -78.0 -3.0 -44.5 -38.5 -76.9
Free cash flow -2.3 -81.8 155.2 -32.1 -119.4 60.4 601.6 832.7
Acquisitions & Divestments 237.6 0.0 826.2 307.4 2.0 0.0 0.0 0.0
Dividend paid 0.0 0.0 -23.9 -23.9 0.0 0.0 -242.4 -410.1
Others 90.2 0.0 -256.8 29.9 121.6 1.2 0.0 0.0
Change in net financial debt 325.5 -81.8 700.7 281.3 4.2 61.6 359.2 422.6
Balance Sheet (SEKm)

Intangible assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Tangible assets 3,335.5 3,809.0 3,165.5 2,305.7 2,303.0 3,250.5 3,081.2 2,950.5
Financial & other non-current assets 0.8 0.5 20.5 0.1 14.6 15.3 15.3 15.3
Total shareholders' equity 1,574.7 1,868.7 2,089.8 1,221.9 1,061.5 1,306.8 1,496.8 2,768.6
Pension provisions 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Liabilities and provisions 2,141.1 2,485.8 2,0524 1,746.6 1,733.5 2,423.1 2,298.8 2,174.5
Net debt 1,817.7 2,008.1 1,267.0 1,169.1 1,315.3 2,104.9 1,745.7 1,323.1
Net financial debt 1,817.7 2,008.1 1,267.0 1,169.1 1,315.3 2,104.9 1,745.7 1,323.1
IFRS 16 debt 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Working capital requirement 158.4 165.9 276.7 196.2 253.5 265.4 265.4 265.4
Invested Capital 3,493.9 3,974.9 3,442.2 2,501.9 2,556.5 3,515.9 3,346.6 3,215.9
Per share data

EPS adjusted -0.92 3.65 -0.85 -13.83 -4.87 -1.57 8.05 13.70
EPS adj and fully diluted -0.92 3.65 -0.85 -13.83 -4.87 -1.57 8.05 13.70
% Change -chg +chg -chg -chg +chg +chg +chg 70.2%
EPS reported 0.18 3.64 1.46 -13.83 -3.82 -1.58 8.05 13.70
Cash flow per share 1.79 7.91 5.13 0.96 -2.44 2.20 1341 19.06
Book value per share 32.99 39.15 43.78 25.60 22.24 27.38 31.36 58.01
Dividend per share 0.00 0.50 0.50 0.00 0.00 0.50 5.64 9.59
Number of shares, YE (m) 47.73 47.73 47.73 47.73 47.73 47.73 47.73 47.73
Ratios

ROE (%) -3.1% 10.1% -2.1% -39.9% -20.4% -6.3% 27.4% 30.7%
ROIC (%) -0.1% 5.6% -0.4% -21.0% -7.1% 0.3% 13.6% 22.2%
Net debt / EBITDA (x) 12.9 4.7 57 22.9 205.5 8.1 24 1.3
Gearing (%) 115.4% 107.5% 60.6% 95.7% 123.9% 161.1% 116.6% 47.8%
Valuation

P/E adjusted na 4.7 na na na na 1.3 0.8
P/E adjusted and fully diluted na 4.7 na na na na 1.3 0.8
P/BV 0.4 0.4 0.4 0.5 0.5 0.4 0.3 0.2
P/CF 7.2 2.2 3.1 13.7 na 4.9 0.8 0.6
Dividend yield (%) 0.0% 2.9% 3.1% 0.0% 0.0% 4.7% 52.4% 89.2%
Dividend yield preference shares (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
FCF yield (%) -0.4% -10.0% 20.3% -5.1% -23.0% 11.8% 117.2% 162.3%
EV/Sales 4.6 35 20 22 1.7 22 14 10
EV/EBITDA 17.3 6.7 9.1 35.2 na 10.0 3.1 1.9
EV/EBIT na 13.5 na na na na 4.9 25
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Legal and disclosure information

Other disclosures
THIS DOCUMENT ISNOT FOR DISTRIBUTION TO RETAIL CLIENTS OR PRIVATE INDIVIDUALS.

The term "KEPLER CHEUVREUX" shall, unless the context otherwise requires, mean each of Kepler Cheuvreux and its affiliates, subsidiaries and
related companies.

The term “Swedbank” shall, unless the context otherwise requires, mean Swedbank AB (publ) and its subsidiaries.

IMPORTANT DISCLOSURES REGARDING THE KEPLER CHEUVREUX - SWEDBANK RELATIONSHIP

This report is distributed pursuant to an exclusive Cooperation Agreement between KEPLER CHEUVREUX and Swedbank for the production and
distribution of research on certain European Markets (the “Research”) to institutional and corporate clients of Swedbank (the “Recipients”).

This report belongs to and has been prepared solely by KEPLER CHEUVREUX. It is NOT a product of Swedbank and the Cooperation Agreement
does not imply any affiliation or endorsement of KEPLER CHEUVREUX Research by Swedbank. Accordingly KEPLER CHEUVREUX has sole control
over the content of this report and is responsible for compliance with all applicable local laws, rules and regulations. Swedbank does not exercise
any control over the contents of, or views and opinions expressed in, this report.

This report has been distributed to the Recipients by KEPLER CHEUVREUX (as the case may be), subject to the distribution and regional notices
below.

The information contained in this publication was obtained from various publicly available sources believed to be reliable, but has not been
independently verified by KEPLER CHEUVREUX. KEPLER CHEUVREUX does not warrant the completeness or accuracy of such information and
does not accept any liability with respect to the accuracy or completeness of such information, except to the extent required by applicable law.

This publication is a brief summary and does not purport to contain all available information on the subjects covered. Further information may
be available on request. This report may not be reproduced for further publication unless the source is quoted.

This publication is for information purposes only and shall not be construed as an offer or solicitation for the subscription or purchase or sale of
any securities, or as an invitation, inducement or intermediation for the sale, subscription or purchase of any securities, or for engaging in any
other transaction. This publication is not for private individuals.

Any opinions, projections, forecasts or estimates in this report are those of the author only, who has acted with a high degree of expertise. They
reflect only the current views of the author at the date of this report and are subject to change without notice. KEPLER CHEUVREUX and
Swedbank have no obligation to update, modify or amend this publication or to otherwise notify a reader or recipient of this publication in the event
that any matter, opinion, projection, forecast or estimate contained herein, changes or subsequently becomes inaccurate, or if research on the
subject company is withdrawn. The analysis, opinions, projections, forecasts and estimates expressed in this report were in no way affected or
influenced by the issuer. The author of this publication benefits financially from the overall success of KEPLER CHEUVREUX.

The investments referred to in this publication may not be suitable for all recipients. Recipients are urged to base their investment decisions upon
their own appropriate investigations that they deem necessary. Any loss or other consequence arising from the use of the material contained in this
publication shall be the sole and exclusive responsibility of the investor and neither KEPLER CHEUVREUX or Swedbank accepts liability for any
such loss or consequence. In the event of any doubt about any investment, recipients should contact their own investment, legal and/or tax advisers
to seek advice regarding the appropriateness of investing. Some of the investments mentioned in this publication may not be readily liquid
investments. Consequently it may be difficult to sell or realise such investments. The past is not necessarily a guide to future performance of an
investment. The value of investments and the income derived from them may fall as well as rise and investors may not get back the amount
invested. Some investments discussed in this publication may have a high level of volatility. High volatility investments may experience sudden and
large falls in their value which may cause losses. International investing includes risks related to political and economic uncertainties of foreign
countries, as well as currency risk.

To the extent permitted by applicable law, no liability whatsoever is accepted for any direct or consequential loss, damages, costs or prejudices
whatsoever a rising from the use of this publication or its contents.

KEPLER CHEUVREUX has implemented written procedures designed to identify and manage potential conflicts of interest that arise in
connection with its research business, which are available upon request. The KEPLER CHEUVREUX research analysts and other staff involved in
issuing and disseminating research reports operate independently of KEPLER CHEUVREUX Investment Banking business. Information barriers
and procedures are in place between the research analysts and staff involved in securities trading for the account of KEPLER CHEUVREUX or
clients to ensure that price sensitive information is handled according to applicable laws and regulations.

Country and region disclosures

The analysis/research herein is not directed to, or intended for distribution to or use by, any person or entity located in any state, country or other jurisdiction where
such distribution, publication, availability or use would be contrary to law or regulation. The distribution and receipt of Kepler Cheuvreux’ research reports may be
restricted by regulations in force in certain jurisdictions and persons with access to this research report should seek further guidance regarding such restriction.

None of the material, nor its content may be altered in anyway, transmitted to, copied or distributed to any other party, in whole or in part,
unless otherwise agreed with KEPLER CHEUVREUX in writing.

Copyright © KEPLER CHEUVREUX. All rights reserved.
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