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+110 years of experience 16 offices in 14 countries +250 brokers/advisors & staff In-house advisory and research

))) OUR HERITAGE, GLOBAL REACH AND PRESENCE IN ALL MARITIME SEGMENTS (((
EXPLAIN WHY WE ARE KNOWN AS THE SHIPBROKERS THE WORLD TRUSTS

MAERSK BROKER ADVISORY SERVICES MAERSK BROKER SHIPBROKING SERVICES

Consultancy Valuations Research
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Capital Corporate Finance
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How are we positioned in this transition

STARTING POINT

OUR ENGAGEMENT

OUR CONTRIBUTION

NAODAN MAERSK BROKER

TS A2 ¥ swipsRokems siNGE 1914

MAERSK BROKER MAERSK BROKER
BULK CHARTERING * ADVISORY SERVICES

SUPPORT THE SHIPPING INDUSTRY AND ITS STAKEHOLDERS IN
THE GREEN TRANISTION

FIRST BROKER SHOP TO BECOME MEMBER OF ‘GETTING TO ZERO -
COALITION' of the Getting to

Zero Coalition

SIGNATORY OF THE ‘CALL TO ACTION’ STATEMENT

WE HAVE ENTERED A PARTNERSHIP WITH MCKINSEY TO DEVELOP AN
OPTIMIZATION MODEL THAT PROVIDES A TAILOR-MADE ROADMAP FOR
COST-EFFECTIVE DECARBONIZATION OF ENTIRE FLEETS.

MAERSK BROKER
ADVISORY SERVICES

McKinsey
& Company
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WORK EXPERIENCE [WORK ON THE GREEN TRANSITIOI@

spent the last 18 months developing
knowledge and opinions on decarbonizing

2014 us Vice Chairman Maritime Cerberus m CERBERUS the maritime industry

CAPITAL MANAGEMENT, L.P.

2017 DK Managing Director Maersk Broker Advisory Services R N Together with Maersk Broker, Jesper has
)

2013 us Managing Director Heidmar % HEIDMAR McKinsey Contributing to the development of a
o p i ship fleet decarbonization tool with

S Mckinsey & Company

2005  DK/US Reg. Managing Director Torm = T o R M =

1997 DK/HK General Manager Maersk Broker MAERSK BROKER Established decarbonization

@] partnerships with, among others,

‘Getting to Zero coalition’

1991 DK Management Trainee A.P. Mgller - Maersk MAERSK

Initiated decarbonization reports tailored
E" for clients on e.g.:

EXECUTIVE BOARD EXPERIENCE - Alternative fuels

- Economics of different fuel options

- Commercial thoughts on future fuels

e DK/US Board Member Team Tankers a

A o \_ Y,
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AGENDA

What initiatives are pushing the
decarbonization agenda initiatives

The initiatives in a tomorrow’s context
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. . . CURRENT MARITIME ABATEMENT ACTIONS ARE INSUFFICIENT
Current decarbonization efforts are outplayed by growing trade and

large fuel cost differences

mission | /S
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The main take aways relevant for shipping was...

@ Increasing focus on shipping

* For the first time, the shipping industry was a separate agenda point at COP26
* Asignificantly pressure by policy makers and industry stakeholders was put on IMO to raise its
ambitions and speed up the process

@ Zero emissions by 2050 — Policy makers

DECLARATION ON ZERO EMISSION CLYDE BANK DECLARATION DHAKA-GLASGOW DECLERATION
SHIPPING BY 2050 * Green corridors * 15C
@ Green push — Industry stakeholders
FIRST MOVERS COALITION JUST TRANSITION MARITIME TASK FORCE
* Only use zero emission fuels in 2040 * Protect and educate seafarers on green transition

IR [>  mepc77
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Improved operational efficiency will not be enough — the industry will need zero-emission fuels

To reach IMO’s emission reduction target, zero-emission vessels and by association zero-emissions fuels are a requirement since improvement in energy and operational

efficiencies — while critically important — is not enough.

The answer will probably have to be a mix of energy efficiency and new fuels — but there is no clear answer to which fuel will be the preferred one.

Currently in use as fuel

/=]

W

BIODIESEL LPG

H2

HYDROGEN

J

METHANOL

J

AMMONIA

Potential for being commercially available as a zero-emission fuel for deep-sea shipping

For illustrative purposes
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Methanol: Most methanol produced today is made from coal or natural gas and
methanol as a fuel is only used for methanol carriers. (NB orders of non-methanol carriers

with Methanol DF engines are placed)

Ammonia: Engine and fuel tank technologies will not be ready before at least 2024 and

currently most ammonia is produced from natural gas.

LNG: LNG is commercially available but is not a zero-emission fuel unless it is replaced by
biomethane or synthetic methane. There is large uncertainty of cost and availability of
these.

Biodiesel: Diesel is a complex molecule and can therefore be difficult to produce and

scale-up at a competitive rate.

LPG: Currently only used as a fuel on LPG carriers. It has no clear way to being zero-

emission unless seen as an intermediate step towards ammonia

Hydrogen: High cost of handling and storing liquid hydrogen and extensive space

requirements on board due to low energy density.

Others:
* Batteries as primary propulsion will be too heavy for Deepsea shipping

* Fuel cell technologies are currently not ready for application

MAERSK BROKER
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CURRENT AND PROJECTED PRODUCTION

Methanol need
to cover 100%

Ammonia need to
cover 100%

Current
production Current
production
(Grey) Current
production
(Grey)
<1% <1%
HFO/MGO MT/yr Ammonia production MT/yr Methanol production MT/yr

infrastructure
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IMO®

REGULATIONS
EEXI  Cll FIT FOR 55
Srags POSEIDON
FINANCING Wianca o m ‘PRINCIPLES

CHARTERERS @Emgko a Erie

Transportation

®
V%~ AN EMISSION TRADING SCHEME
@  (ETS) SYSTEM ...

COST OF CARBON
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The regulative landscape shows sign of decentralization

IMO’S LACK OF PROMPT ACTIONS AS A GLOBAL AUTHORITY ...

.............................. IMO©

i
UPCOMING IMO INITIATIVES . . e O
Marine Environment ow
Protection Committee -

More ‘Fleet wide compliance’ focused (st. Jan 2023)

- e e

& e EEXI i
§

Focuson: a0 e e —————
* Ship design measures Carbon Intensity Energy Efficiency Existin
Py Indicators Ship Index
@  Operational performance N )

... HAS INITIATED OTHER AUTHORITIES TO IMPLEMENT OWN INITIATIVES
TO DECARBONIZE THE SHIPPING INDUSTRY

COP26 outcome could strengthen Brussels'
role in shipping's climate efforts

It is highly unlikely that the muddy outcome of COP26 will boost the shipping industry's
global climate efforts at the MEPC meeting later this month. In a comment on the
summit, several European politicians urge the EU to up the climate game.

o> DECARBONIZING
S SHIPPING

EEE * More ‘Corporate level compliance’ focused

Three dynamics influencing shipping, proposed under the “fit for 55” (EU plan
for green transition for all industries)

1. Shipping becomes part of ETS, gradually from 2023
2. FuelEU Maritime on GHG intensity of the fuels used from 2025

3. Renewable Energy Directive
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Ehe New FJork imes

€OP26>  Climato Deaf k= Reach:

s N
—— The Poseidon Principles are a global framework for assessing and disclosing the climate
WHO alignment of financial institutions' shipping portfolios. They establish a common, global baseline
Global finance industry says it has (. . . ] s ; . . o R
ciag . 4 to quantitatively assess and disclose whether financial institutions' lending portfolios are in line
$130 trillion to invest in efforts to & !
tackle climate change. N with adopted climate goals. )
‘ Igg;SNEéIIJF?LrES ,_-.g AMBITION * Along with IMO’s 50% reduction of emission from 2018 levels
L d | * However, Itis highly expected they will change trajectory to NET ZERO by 2050
HIPPINGWATCH 3 [ Poseidon Principles constitutes 28 leading banks with a total lending of $185 billion to shipping
SHIPPINGWATC ED IMPACT
Camiers  Suppliers  Offishore  Ports  Logistics TS TILLAE = Danish BE 29 L
Climate scientist calls on Poseidon Principles — i
to embrace far higher ambitions -2 - g > 7
I Poseidon Principles is to support shipping in living up to the Paris Agreement, the s \_\VI, a%. ”

principles currently adhere to, says scientist to ShippingWatch. BW LPG and Klaveness
have called the principles too unambitious.

( A coalition of the world’s biggest investors, banks and insurers that commit to use their capital to
decarbonize all lending and investment activities. This initiative makes limiting climate change
central focus of most major financial decisions. GFANZ is anchored in ensuring credibility and
@ WHO consistency where firms’ net-zero commitments must use science-based guidelines and cover all
emission scopes, and commit to transparent reporting and accounting in line with Race to Zero

\ criteria.

+ Add 1o myPFT

Letter: Banks can incentivise shipowners to set
acourse on emissions

J

From Abhishek Pandey, Global Head of Shipping Finance, Standard Chartered, Singapore

@ ( Net-zero in their investments by 2050, cover all emission scopes, include 2030 interim target ‘
Q=% AMBITION | (e

IMPACT | The United Nations Glasgow Financial Alliance for Net Zero, is made up of 450 banks, insurers |
GH | and asset managers in 45 countries and collectively control $130 trillion
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8]8]  signin News sport Reel

NEWS OVERVIEW ———————  CONSIDERATIONS

B e e IMO has agreed on implementing market-based measures (MBM) to reduce The implementation of the two measures can also be combined with
o ey ey o [y [T carbon emissions. There are two main proposed MBMs which provides other initiatives such as: A carbon levy combined with progressive
. .. . inancial incentive and options to nudge the shipping industry towards reduction targets, for the purpose of having control with actual
Climate change: Shipping industry f . i p g ety 4 L gets, f (et f g
sustainable alternative fuels emissions
calls for new global carbon tax
Market Based Measures (MBM) EU ETS

Bulkers

| 70  EUR/tCO2

60

30 YTD avg.
Emissions Trading Carbon Levy 5
o % "t 1 g System (ETS)* Jan21 Feb-21 Mar-21 Apr-21 May-21 Jun-21 Jul21 Aug-2l Sep21 Oct21 Nov-21
e T —— * CO2 Emission levy
Dry bulk shipping group calls for « Cap-and-Trade (quotas) «  Fossil Fuel levy

quick action on carbon levy

— 7 = = Vi v = Carbon Levy (proposals)
: %) MAERSK
Norway calls on IMO to introduce global & . - TRAFIGURA 200 USD/ ,'7t7tt 202 S
el e emitte ange between
CO2 quotas for shipping ] 75 INTERNATIONAL ST
2 . - X7 MONETARY FUND 300 L
1
I kabl I, f th id's I hippit i I the IMO t s
introduce CO? quotas along with 2 demand to efectvizs the leet. The praposal il be Q s International ”SMALL ISLAND .
discussed this week preceding the defining MEPC meeting in November. o Shipping  STATES” 200
0006 | o 100
o ! \
Further reading E 1 1 0
1
o Asingle vessel risks 8 B B 1 MEPC77, : ITF (2015) IMF (2016) IMF (2019) ICS Global Trafigure  Small Island Maersk (2021)
h. havng 0 pay more a \ November 2021 , R&D Fund (2020) States
an ada i iNnEUwaters = /7 ===\ o= o omonon oo
forEUs carbon < \_ WithiglECRvaters =4 \ / (2019) (2021)

quotas
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Collective initiatives get charterers & tonnage providers to initiate
~their decarbonlzatlon efforts — Though confusion rises

RN TN S S S R AN B N T 0 I M A I D S T R T Y
: : B B, o Consistent with the ParlsAgreementand
gz)ras"%movers aligned with 2040 target and zero-carbon fuel

criteria set by coZEV

By 2040 ocean freight services powered by
scalable zero-carbon fuels

Carriers: At least 5% of their deep-sea shipping will use zero-emission

on ships using zero-emission fuels by 2030, on the way to 100% by 2040.

Group of cargo owners have Only use zero-carbon ocealp ) ’ ) fuels by 2030.
formed the group freight by 2040 : Cargo owners: At least 10% of the goods shipped internationally will be
‘c0ZEV2040 @

9 founding cargo owners* JREp R Selectedsignatories

I r V)
: E(igﬂ . e % Fortescue

34 * SN AIRBUS B

I
Total e R o weng  VATTENFALL g VOLVO | 55
. e
Signatories : : @

t

. ‘ EE&S#ESO IMO’s 50% emission reduction by 2050 @Clean Help ocean freight carriers/shippers track and

RGO benchmark their environmental performance

Sustainable
‘Transportation

® o . qorhg .
o =] o Global framework assessing | Chartering activities aligned w.
@@ and disclosing emission 1 adopted climate goals B Methodology for CO2 Become global standard for
) R ] calculations container shipping measuring

Enables shipping customers to review and compare carrier’s

_E:ﬁ Applicable to all bulk charterers as well as the disponent owners and
environmental performance

all charterers in a charterparty chain.

E 2 23
x4

23 signatories* Selected

(i i i A s ot I e A R B A A A e e \ ’ Selected Shippers Selected carriers Forwarders
i TATA STEEL NORDEN 4 e = Siiioncariens 8 § oo o =TT \
| LDC 3£ WeAlsoMakeTomorrow @ CORCO INTL Y equlnor : e 1 Rmmﬁl&\um @ %APAERNé%R 1 : HAM BURG‘*SUD uNE I : KI.IEHIIE+NAGEL(j)I
, A ’ "= NXK.. TRAFIGURA . 1 =Hi

BONGE » o > ! SELECTED - EeR B | A B O ot |
| @A loAmeri EA “ Nova Marine Carriers WP Torvald E"'W”VB ! . | S #M | S o !
'AD ngloAmerican  EAGTE mEm Klaveness | . DECARBONIZATION 5 l*Helneken 1 ' CMACGM CROWLEY “="=| | ST,
' s [7) MAERSK  Gic DIAMOND O HoLCIM @ e | B : Olgmfy w' <)) Electroluxl | B :
" F“f’?’.’ = b aveers | e Riomes O TECRTC W b MR INITIATIVES 2 & vovog Lo § (| W—
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BMW CASE

BMW Group has now set emissions reduction targets per vehicle for 2030...

* 20% in its supply chain including transport logistics
* Further 80% from production

* 40% in the vehicle usage phase

... from a base year of 2019.

----- Selected links in the supply chain ~ == === === === === = & & & — — e ————mmmmmmm——
N
' j[“ Energy Supply for Transportation of Transportation of Car
h',: Production Raw Materials Components Transportation
d

N e
p > AT

LS
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AGENDA

What initiatives are pushing the
decarbonization agenda initiatives

The initiatives in a tomorrow’s context
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Before complying and decarbonizing
your fleet, you need to understand your
position to map your cost-effective
strategy

Complying and exceeding regulations will
become a “ticket-to play”

T
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A tiered market based on decarbonization engagement

... development of a tiered market on chartering or financing
lower earnings, less favorable financing terms & lower as

DECARBONIZATION
ENGAGEMENT

(rd

TRAIIGURA citibank m

R ‘w/ gafa" a fose '” - &| Major names could at some point exclude

Lo doing business with companies that do not

have a decarbonization roadmap or can not

comply with the financial or regulatory
institutions.
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Potentially some parallels to an
OPA 90 scenario:

* The effects of decarbonization demands
could happen faster than expected ...

* ... Implying that client’s ambitions can change
faster than new vessels can be built

DEMAND
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The importance of developing a decarbonization roadmap

Develop a roadmap of your company’s fleet

- 5 decarbonization trajectory to show:
X
Q/x.x * You understand the regulations
ﬁ *  You comply with the regulations

* You have a clear strategy on this matter

&s@ SHAREHOLDERS +f PARTNERS
=] O

= ————

Q- Wy

T EMPLOYEES 88'8 CLIENTS

INDUSTRY STAKEHOLDERS
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CAPITAL
ALTERNATIVE FUELS INVESTMENT DECISIONS

COMMITMENT CONSUMER BEHAVIOUR

CHARTERER NEEDS TICKET-TO-PLAY

TRANSPARENCY CLIENT RELATIONSHIPS

REGULATIONS AMBITIOUS CLIMATE

GOALS
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This report and/or presentation is based on our knowledge of relevant market conditions. Our estimates are made on the basis of
this knowledge, but other circumstances, or new circumstances, as well as general uncertainty could cause the market to develop
differently. We take general reservation for misprints. Maersk Broker is not responsible or liable for any damages or losses resulting
or arising directly or indirectly from your use of the report

© All rights reserved. No part of this publication may be reproduced in any material form (including photocopying or storing it in any
medium by electronic means) without the written permission of the copyright owner. Likewise, any quoting is prohibited without the
written permission of the copyright owner.

JESPER BO HANSEN
bh@maerskbrokeradvisory.com
Telephone: +45 3132 1305

www.maerskbroker.com
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