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Inland PushboatMarket Report

Following is a breakdown of pushboats Marcon has available for sale worldwide. Most of these are typical U.S. inland
river units, although there are a few foreign pushboats listed from Europe, Latin America and Southeast Asia.

Horsepower Ranges

Under 1,000 7 2,000 7 3,000 7 4,000 71 5,000 1 6,000 T Over Total
1,000 2,000 3,000 4,000 5,000 6,000 7,000 7,000

Jan 1998 66 22 6 12 2 2 0 0 110
Jan 1999 58 18 4 8 3 0 1 0 92
Jan 2000 73 25 6 7 3 1 1 0 116
Jan 2001 61 33 4 7 3 0 2 0 110
Feb 2002 48 11 3 3 0 0 0 0 65
Feb 2003 57 30 4 14 2 0 0 0 107
Feb 2004 39 22 6 7 1 0 0 0 75
Feb 2005 33 13 9 7 2 0 0 0 64
Feb 2006 26 5 7 4 1 0 0 0 43
Feb 2007 22 5 6 4 1 0 0 0 38
Feb 2008 20 17 7 5 5 0 0 0 54
Feb 2009 17 14 6 4 5 0 0 0 46
Feb 2010 33 25 13 10 6 0 0 0 87
Feb 2011 37 26 8 6 3 0 0 0 80
Feb 2012 31 19 6 4 1 4 0 4 69
Feb 2013 31 28 18 8 7 4 1 4 101
Feb 2014 31 28 13 6 5 1 1 0 85
Feb 2015 25 24 12 6 6 2 0 0 75
Aug 2015 24 14 8 5 4 1 0 0 56
Nov 2015 25 16 8 7 4 1 0 0 61
Feb 2016 21 15 8 5 4 1 0 0 54
May 2016 19 17 12 7 7 1 3 0 66
Aug 2016 24 19 12 8 7 1 4 0 75
Nov 2016 25 19 15 9 7 0 4 0 79
Feb 2017 37 22 17 9 7 0 4 0 96
May 2017 34 23 17 6 7 0 4 0 91
Aug 20177 Worldwide 37 34 20 6 6 0 4 0 107
Aug 20177 U.S. 32 30 14 6 5 0 2 0 89
Aug 20171 Foreign 5 4 6 0 1 0 2 0 18
Avg. Age - Worldwide 1978 1973 1978 1980 1970 0 2013 0

Avg. Agei U.S. 1974 1973 1974 1980 1970 0 2011 0

Avg. Age i Foreign 1997 1976 1988 0 0 0 2015 0

For Charter - Worldwide 5 7 4 0 1 0 0 0 17
For Charter i U.S. 4 5 2 0 1 0 0 0 12
For Charter - Foreign 1 2 2 0 0 0 0 0 5

Up SincelLast Report Down SincelLast Report

Not included though in the list are those vessels, which are not officially on the market, but could be developed on a private and confidential basis.

Market Overview

Of the 13,224 vessels (excluding barges) Marcon currently tracks, 739 are inland
river pushboats with 107 officially on the market for sale (89 U.S. flag and 18
foreign flag). Fourteen of the boats with age listed were built within the last ten
years. 46 boats are forty-five years of age or older. The oldest listed is a 1939-
built 1,700BHP, 94 foot pushboat which has been rebuilt and repowered many
times since and is still going strong. This is counterbalanced by a new U.S.-built
3,152HP, 9 5idland river pushboat. Marcon also has 17 inland river pushboats
listed for charter i 12 U.S. and five foreign.
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Inland river push boats officially on the market for sale in total is 107, the highest we have reported since February
2003. This is 32, or 42.67%, more than one year ago in August 2016 and 29 more than in August 2012. Composition
of horsepower range in the last year has changed with the biggest shifts being 15 more 1-2,000HP with an average
age of 1973, 13 more under 1,000HP (1978) and eight more 2-3,000HP (1978) push boats offered. Same as one year
ago, we have listed four 6-7,000HP push boats with an average age of 2013, which is a sharp age contrast to the rest
of our listings. As of this report, only 13.08% of the push boats available are less than 10 years old, less than the
16.00% reported last year but higher than the 7.69% reported five yearsago. | n t oday és mar ket many
vessels, probably equal to or greater than the number fi o f 1 iigied &dn be developed on a private & confidential
basis i just a phone call or e-mail away. We have not yet seen as much scrapping in the inland push boat market as
we have elsewhere, but we know Owners who are laying-up and looking to dispose of select idle / under-utilized
tonnage or non-core assets because of the present and potential future market conditions.

Of the vessels listed for sale, CAT engines are most popular with
Push Boats - Engine Types machinery in 37 vessels. These are followed by Cummins in 24,
GM / Detroit Diesels in 13, 10 unknown, nine with Mitsubishi,
EMDs in six and eight with other engine types ranging from Alco to
Volvo/Volvo Penta. Engine composition is consistent when
compared to August 2016, though the use of Cummins main
engines has risen since August 2012. Most of the inland river
pushboats Marcon has listed for sale are located in the U.S. with
89 vessels or 83%; followed by 13 or 12% in Europe, three in the
Caribbean and two in Latin America. As would be expected, this
distribution is fairly consistent with one and five years ago, where
83% and 89% of the pushboats were located in the U.S.

Other

Mitsubishi
8%

Unknown
9%

Actual sale prices of all vessels and barges sold by Marcon so far
in 2017 have averaged 76.41% of asking prices, compared to
2016 6 s%. RAdrepodrted previously, the market remains flat,
Cummins with an increase in listings. Market outlook is stable, but regretfully

22% with few buyers and utilization remaining lower due to the
slowdown in coal, oil and other commodities.

Marconbds Recent Sal es
Marcon has concluded seven sales and charters to-date this year i

Marcon Vessels Sold & Chartered

two crewboats, one 3,800HP tug, one AHTS, two ocean deck barges et Horsepower (81
and one ocean tank barge, but regretfully, at least so far, no inland o] :
equipment although the calls keep coming in from many parties 100000 | |
seemingly more interested in checking the temperature of the market % oo ]
than reaching deep into § 70000 |
e Tt Bl Capa their pockets at this time. | £ oo |
One 5,000HP tug 5 a0
. i continues fixed on long- w0 |
L6500 term charter. oo |
g e 2005 20068 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
: o Since 1981, Marcon has Year Vessels Sald
g ‘ﬂm:m : = ; sold or chartered 36 | aTugs(T6)  Tug Suppy Boata(SU]  BPush Bosts (T7)
a0 . m inland river pushboats totaling 80,780BHP, 323 tugs (1,009,457HP), 111
o0y g H ¢ ¢ g | inland hopper barges (171,006dwt), 79 inland deck barges totaling
e el H & & 5o s | 142,812dwt capacity and 63 inland tank barges with an aggregate
aoms 2004 200 2006 2007 208 2008 2010 011 2z 20 e 205 20 207 |- capacity of 1,030,848 barrels, out of 1,417 vessels and barges sold or
s s chartered worldwide. In 2016, Marcon s ol d a 766, -bullt, 32 0 BH

pushboat between U.S. West Coast operators.
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USDA Grain Transportation Report

Grain sorghum (milo) is a versatile, high-energy, drought-tolerant crop with many uses. Traditionally, grain sorghum
has been used for livestock feed in the United States, providing a similar feed value to that of corn. Sorghum stems
and foliage are often used on-farm for green chop, hay, silage, and pasture. Additionally, humans around the world
consume products derived from grain sorghum, a practice becoming increasingly popular in the United States in recent
years.l The United States typically exports more than half of its domestic production, making shipments to other
countries an important use for the grain. Transportation is essential to the U.S. supply chain for grain sorghum
because it brings the crop from farms to commercial facilities and to domestic and international consumers. This article
briefly discusses grain sorghum production in the United States, exports, and the use of railroad and barge

transportation to transport sorghum.

Sorghum is the fourth largest crop harvested for grain in the
United States behind the major commaodities of corn,
soybeans, and wheat, and contributes a smaller but

i mportant share
The cropbés wat erlowerghgruother eropg n t §
making it relatively drought-tolerant and well-suited to dry
climates. Grain sorghum production in the United States
generally fell annually from relative highs in the mid-1980s,
before increasing since 2011. More recently in the 2016/17
marketing year, U.S. farmers harvested 13.4 million tons of
grain sorghum, 19% less than last year, but about on par with
the prior 3-year average. As shown in Figure 1, the center of
the country produces most grain sorghum, stretching all the
way from South Dakota to South Texas. Within this region,
grain sorghum production is concentrated, with two States

o f sportaton déemand. o 5‘5’" Jo]
r

harvesting 80% of the total. Kansas led production in

Figure 1: Grain Sorghum Production (2016/17, in thousand tons)
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Source: USDA/AMS/TSD analysis of USDA National
Agricultural Statistics Service data

2016/17 with 7.5 million tons or 56%, followed by Texas (3.2

mil. tons, 24%), Colorado (0.6 mil. tons, 4%), Oklahoma (0.6 mil. tons, 4%), and South Dakota (0.4 mil tons, 3%).
Together, these States accounted for more than 90% of the annual production.

End-users consume grain sorghum in a variety of ways, such as for food production, feed for livestock, and exports.
Over time, use by exports and industry (e.g., food, alcohol) has expanded, while the amount used for feed has
declined.? Exports 8 an important market for U.S. sorghum producers 8 have generally expanded in recent years,
typically accounting for more than half of annual production. The market for U.S. grain sorghum exports is highly
concentrated, with the vast majority typically going to East Asia, and smaller amounts to Mexico, Sub-Saharan Africa,
and South Asia. In the 2015/16 marketing year, China & the major destination for U.S. sorghum exports 8 imported
7.7 million tons of U.S grain sorghum (82% of the total), followed by Mexico (7%), Pakistan (2%), Sudan (2%), and
South Africa (1%).3 Together, these five countries received 95% of the total U.S. sorghum exports in 2015/16.

The United States relies on multiple transportation modes to ensure delivery of sorghum to domestic markets and
other countries. Truck, the predominant mode, hauled about 74% of the total grain sorghum tonnage annually from
2009 to 2013.* over the same span; railroads transported about 20% and barges 6% per year. The modal shares for
rail and waterway are particularly high for export moves. For example, railroads haul about 36% and barges 14% of
the export tonnage for grain sorghum. The following presents additional highlights on barge and rail transportation for

grain sorghum, modes for which relatively more data exist.

Barge: Inland waterways represent a relatively low-cost means of moving grain sorghum from southern States with
river - access to the Mississippi Gulf for export. In 2014, barges moved 1 million tons of U.S. grain sorghum, about an

8% share of production and a 10% share of exports for the year.

1 Sorghum can serve as a gluten - free substitute for wheat, rye, and barley.

2 Source: USDA Economic Research Service, Feed Grains: Yearbook Tables, July 17, 2017.

3 Ibid.

4 Source: Sparger, Adam, and Nick Marathon, USDA Agricultural Marketing Service, Transportation of U.S. Grains: A Modal Share Analysis, June

2015.

5 Waterborne Commerce Statistics; U.S. Army Corps of Engineers; and USDA/FAS: https://apps.fas.usda.gov/gats/default.aspx.
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Table 1: Sorghum Barge Shipments, 2014 (in thousand tons)

Table 1 summarizes grain sorghum barge movements in 2014, with
the first column (in blue) representing major origins and the first row

Origin/Destmation | Lower Mississippi | Others | Total

Arkansas River 106 2 108 (In green) representing major destinations. Most barge movements
Bl peaiViss = pp 42 8 49 of grain sorghum in 2014 were on the Mississippi River system
Lower Mississippi 880 5 886 destined for the

Others 8 0 8 . .

Total 1,036 5 | 1051 Mississippi Gulf.

Source: Waterborne Commerce Statistics; U.S. Ammy Corps of Engineers. More

Note: “Others™ category includes movements on the Ohio River, Speciﬁca”y

Mermentau River (in southern Louisiana), Houston Ship Channel. and !

other tivers. about 83% of

grain sorghum by barge originated in the Lower Mississippi River
region (the portion of the Mississippi River downstream of Cairo,
lllinois). Originations on the Arkansas River region contributed
another 10%, and the Upper Mississippi River region (the portion of
the Mississippi River above Cairo, IL, excluding the Ohio River)
accounted for about 5%.

the tonnage of

Rail: After truck, rail is the next most prevalent provider of transportation
for domestic sorghum shipments and exports. In 2014, railroads moved
4.8 million tons of grain sorghum, roughly a 40% share of production.6
Figures 2 and 3 provide visuals of sorghum shipments by rail in 2014,
depicting the primary origin and destination locations.

Figure 2 shows that most of the sorghum shipped by rail originated from
Midwestern and Southern States, corresponding to the major production
areas in Figure 1. Kansas is the leading State, having shipped more than

Oklahoma, and
South Dakota,
these top four
States shipped
more than 94%
of the total volume of grain sorghum by rail in 2014. Figure
3 shows the major rail destinations for sorghum shipments,
which are also heavily concentrated geographically. Texas
received more than 90% of sorghum shipments in 2014.
Shipments to Texas likely reflect domestic use for livestock
feed, direct rail shipments to Mexico, and export shipments
out of the Gulf. None of the other destinations received
more than 2% of total shipments, though they do show
wider geographic distribution across the country, reflecting
demand for domestic needs and exports from other ports.

In conclusion, its agronomic properties and numerous end
use applications make grain sorghum a versatile crop.
Along with truck, barge and rail support the movement of
grain sorghum around the country to domestic consumers
and ports for export. Barge plays a significant role shipping
grain sorghum from southern States along the Mississippi
River to the Mississippi Gulf for export. In addition, rail
roads help distribute the crop to both domestic and
international consumers.

65% of total grain sorghum by rail. Combining Kansas with Texas,

Figure 2: Sorghum Rail Shipments, Origins, 2014
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Figure 3: Sorghum Rail Shipments, Destinations, 2014
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Source for maps: USDA/AMS/TSD analysis of the Surface Transportation
Board’s Confidential Waybill Sample, 2014.

6 Source: Surface Transportation Board, 2014 Carload Waybill data and USDA-NASS data.
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Trade & the Towing Industry

Under U.S. law, vessel operators must report domestic waterborne
S L Oes - pe e i commercial movements to the U.S. Army Corps of Engineerso
Waterborne Commerce Statistics Center. This data, along with lock

= performance monitoring system data provides commodity specific

E TN A A a ] indicators for monthly tonnage moving along the inland waterway
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petroleum were carried, the third time this year that 15 million tons or E
more were moved in a month and is the highest July since tracking 109 AT | FEB | WAR | APR | WAY | JUN | JUL | AUG | SEP | OCT | WOV | DEC
J I 2 O 1 4 ~ $Iﬁ @ Tr're|416 m_” rno st f ——2013| 133 | 124 | 142 14.0 | 137 | 1356 | 142 13.8 | 128 | 127 | 122 13.6
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chemicals moved represents the average moved per month so far in “aota s [t | tas (152 | 1a | ta1 [0 | 12 | ta0 | a4 | 120 | tas
2017. Coal and coke at 12.8 million tons moved in July, is up 9.40%
from one year ago. Julyds Farm & EEF&EETProgUwetseatTidd on

U.S. waterways at 7.4 million tons is up 7.25% from one year ago,
but is down 8.64% from Februaryds high of 8.1 million ton

AccordingtotheAssoci ati on of American Rail r oepogtissielArR) 0 s
2" August, for this week, U.S. railroads originated 1,019,239 carloads in July 2017, down 0.6%, or
6,079 carloads, from July 2016. U.S. railroads also originated 1,058,354 containers and trailers in
July 2017, up 5.6%, or 55,997 units, from the same month last year. Combined U.S. carload and
ASASTATION | intermodal originations in July 2017 were 2,077,593, up 2.5%, or 49,918 carloads and intermodal
RAILROADS | uynits from July 2016. In July 2017, nine of the 20 carload commodity categories tracked by the AAR
each month saw carload gains compared with July 2016. These included: crushed stone, sand & gravel, up 15% or
13,458 carloads; coal, up 4% or 13,097 carloads; and chemicals, up 1.5% or 1,842 carloads. Commodities that saw

declines in July 2017 from July 2016 included: grain, down U.S. Rail Traffic'
14% or 13,325 carloads; motor vehicles & parts, down 12.9% Weok 30, 2017 - Endod July 29, 2017
. This Week Year-To-Date
or 7,544 carloads; and petroleurp & petrol_eurr_1 product_s, e
down 15.4% or 6,508 carloads. "The decline in total rail Total Carloads 270,008 -1.6% 7718692 267,290  5.4%
. Cl ical 31,556 79 933,395 31,113 0.3%
carloads in July 2017 from July 2016 was very small at 0.6%, c::{mas 92,430 ;4; 2,486,815 321354 155;:
but it was the first carload decline since October 2016," said it e oo o
1 1 1 " 1 1 1 Gi 20,725 -16.0% 682,220 22741 6.8%
AAR SenIOI’ V|Ce PreSIdent ‘]OhnT Gray Beglnnlng n JU|y M?t:hc Ores and Metals 24,383 -2.7% 670,443 22,348 2.8%
last year, certain categories of rail traffic 8 coal and grain in Motor Vehicles and Parts 15,008 -13.9% 500829 16678 -6.4%
; R R Nonmetallic Minerals 40,192 6.5% 1,083,981 36,133 8.7%
particular & saw a surge in rail volumes. That surge suddenly Eeltleand o oS B gt0m142% 20 90 14
. . ther 10,494  -32% 4 74 0.2%
made comparisons to this year much tougher. That largely Total Intermodal Units 200350  6.8% 7,051,027 265034  3.4%
explains July's carload decline. Meanwhile, intermodal e ——————
continues to do well 8 July's 5.6% gain is the sixth straight hshnis S et s CHad ComBs PRSI ooon o
\wverage per week iigures may not sum (o totals as a result of independent rounding.

year-over-year monthly increase, and intermodal is on track
to set a new annual record this year." Excluding coal, carloads were down 2.8%, or 19,176 carloads, in July 2017 from
July 2016. Excluding coal and grain, carloads were down 1%, or 5,851 carloads. Total U.S. carload traffic for the first
seven months of 2017 was 7,718,692 carloads, up 5.4%, or 397,999 carloads, from the same period last year; and
7,951,027 intermodal units, up 3.1%, or 235,512 containers and trailers, from last year. Total combined U.S. traffic for
the first 30 weeks of 2017 was 15,669,719 carloads and intermodal units, an increase of 4.2% compared to last year.
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Iron ore and grain exports continued to drive a St. Lawrence Seaway shipping resurgence in the first half of the

shipping season with cargo shipments up 18% over 2016. According to The St. Lawrence Seaway Management

Corporation, total cargo tonnage from March 20 to July 31 reached 16 million metric tons i 2.5 million metric tons

more compared to the same period in 2016.i Car go shi pments first started to i mpr
pleased to see that positive momentum continue throughout the first half o f  said Terencé Bowles, President and

CEO of The St. Lawrence Seaway Management Corporation.Ai The main drivers have been U.
grain exports along with domestic demand for steel, salt, and construction materials. Looking ahead, we await the
results of the new grain harvest as.Yadahto-date inon oré shipmentd tataked c e s

by  SEAWAY MONTHLY TRAFFIC RESULTS 3.7 miIIi.on mgtric tons, up '68% over 2016 levels. Canaplian
= July 2017 domestic carriers are loading U.S. iron ore pellets at Minnesota
Traffic SLSMC - Combined Traffic ports/docks to ship via the Seaway to the Port of Quebec, where it
(Blmeisacctiones) eas to/ate Changelfromi2016 is then transferred to larger ocean-going vessels for onward
o A7 Tomes % transport to Japan and China. Seaway salt shipments from Ontario
Total Cargo 13 579 16 044 2 465 18.15% . L.
All Grain 3698 3763 165 4.69% and Quebec mines to cities and towns throughout the Great
Iron Ore 2210 | 372 | 1512 6BA1% Lakes-St. Lawrence region totaled 1.4 million metric tons, up 42%
Coal 1077 929 -148 -13.75% . . . .
Dry Bulk 3822 44l 594 15.54% over the same period last year. Canadian grain totaled 3.1 million
Liquid Bulk 1760 | 1734 a5 | 201% metric tons, up nine%, with vessels shipping a large carry over of
Gi | C 1084 1467 383 35.37% .. . .
— : Prairie and Ontario grain products from last fall harvest to
H:f;ﬂ;f;f:s I T l s —wa| | Overseas markets. The Port of Thunder Bay, the primary Great
“he St Lawrence Seaway Management Corporation Lakes gateway for Prairie grain, has shipped 350,000 metric tons

more grain than usual as of July 31. The Port of Windsor is also off

to a very strong start in 2017, with total traffic up by almost 20% as of the end of July. Leading the surge are shipments

of grain, which are up by 36% and salt volumes which are up by 32%. Also posting strong growth is inbound general

cargo, which consists primarily of imported steel and is up by just over 25%. Commenting on the shipping season to

date, David Cree, President & CEO of the Windsor Port Authority, stated: i We ar e obviously very pl
strong early results for the season. We had anticipated a slight recovery after the downturn in 2016, but these numbers

have exceeded our projections. It is also important to note that two of the largest gains for the year, grain and general

cargo, are shipped to a large extent on foreign vessels which utilize a significant portion of the St. Lawrence Seaway
System, thus contributing significant IAythetPortotHamiltose away Sys
commodities like salt, grain and fertilizer are all showing good results at the mid-point in the 2017 shipping season. lan

Hamilton, President and CEO of the Hamilton Port Authority, explained. i Whi | e Ont ari o agricul tur
major exporters of grain, including corn, wheat and soybeans, crop inputs such as urea ammonium nitrate (UAN) are

also imported for use within Ontario's farming regions. Hamilton is a key import gateway for these products. Lower

fertilizer prices are driving increased import volumes this year, with tonnages through the Port of Hamilton trending

24% higher so far in the 2017 shipping season, compared t

U.S.-flag Great Lakes freighters (lakers) moved 9.7 million tons of cargo on the Great Lakes in
July, a decrease of 1.5% compared to a year- a
term average by 8.4 %. Iron ore cargos for steelmaking totaled 5 million tons, an increase of 8.7%
compared to a year ago. Coal loadings slipped 16.7% to 1.4 million tons. Limestone cargos hauled
in U.S. bottoms totaled 2.8 million tons, a decrease of 2.6% compared to a year ago. Year-over-
year U.S.-flag cargos total 40.3million tons, a slight decrease (95,000 tons) from the

same point in 2016. Iron ore shipments have increased 6.3 % to 22.9 million tons.

Coal cargos have dipped 2.4% to 6 million tons. The 9.3 million tons of aggregate,
fluxstone and scrubber stoneshipped represent a decrease of
Association represents 13 American companies that operate 49 U.S.-flag vessels on

the Great Lakes and carry the raw materi al s
and fluxstone for the steel industry, aggregate and cement for the construction

industry, coal for power generation, as well as salt, sand and grain. Collectively, these

vessels can transport more than 100 million tons of cargo per year.
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The U.S. Department of Transportatiofw

Freight Transportation Services Index measures the month-to-month 0

changes in for-hire freight shipments in the United States by trucking, rail, PO
inland waterways, pipelines and air freight in tons and ton-miles, combined into | aaatd

one index. The Index (TSI) fell 0.8% in June, due to significant decreases in 1o

trucking and waterborne freight, after reaching an all-time high in May. The 100

June 2017 index level (126.2) was 33.3% above the April 2009 low during the %

most recent Great Recession. For-hire freight shipments measured by the P
index were up 1.3% in June compared to the end of 2016. For-hire freight R R TR e

Waterways Tormage, 2000 to 2016 shipments are up 11.2% in the five

@] | vyears from June 2012 and are up 15.0% in the 10 years from June 2007. All but
; W WYk one of the major freight modes grew since the recession that ended in June
2009 with rail intermodal growing the fastest, rising 50.6% from June 2009 (the

end of the economic recession) to December 2016 (graph left). The sole
exception was rail carloads which declined 0.8%. The drop in rail carload
shipments took place at the same time as a decline in coal shipments. All

_ _ modes had declined during the recession as the freight TSI fell 16.3% from

PP P Fr e P e s | January 2008 to its low point in April 2009. The biggest decline was in the air

NOTE: e sess s comomic recesions freight index, down 26.5%, followed by rail carloads, -23.0%; waterborne, -
18.6%; rail intermodal -18.1%; trucking, -14.5%, and pipeline, -4.7%. U.S.-
NAFTA freight totaled $98.2 billion as all five major transportation modes carried more freight by value with North

Share tans (millions)

American Free Trade Agreement (NAFTA) partners Canada and Mexico in May J
2017 compared to May 2016, according to the TransBorder Freight Data .
released by the U.S. Department of Tr ur ea
Statistics (BTS). The 9.4% rise from May 2016 is the seventh consecutive Vessel
month in which the year-over-year value in current dollars of U.S.-NAFTA Fipetine
freight increased from the same Rai
_— o month of the prevjpus year. The Tckg®
~| value of commaodities moving by 0 10 20 30 40 50 60 70
Trucking pipeline increased 60.3%, vessel Percent change

by 28.4%, air by 8.7%, rail by
7.0%, and truck by 5.0% (graph right). In contrast with recent months,
there was only a modest year-over-year increase in the price of mineral
fuels (3.8%). In May, the increase in the value of freight by pipeline and
vessel more closely reflected a greater volume of mineral fuels moved
rather than an increase in the price of those commaodities.

Pipeline

‘Waterborne

Air freight

Rail carloads

The American
Waterways Operators

Department of Transportation, Maritime Administration and The American
Waterways Operators, the U.S. tugboat, towboat and barge industry has a
total impact on the U.S. GDP of US$ 33.8 billion and supports over 300,000
jobs nationwide i including 50,000 in the industry itself, of which 38,000 are on board vessels. Of all the products
carried on the nationds waterways, 69% of t thoeum pwdubtgas, st o
well as 90% of coal are transported by the tugboat, towboat, and barge industry, using 75% less energy than trucks

and 31% less than rail. By the end of 2015, according to the U.S. Army Corps of Engineers, there were 8,985 vessels

operating on U.S. Waterways of which 5,592 were tugs and towboats / pushboats. There were also 31,555 dry cargo,

deck and tank barges. Approx. 20% of the towing vessels and over 35% of the barges were built within the last ten

years. In 2015 (the latest report available), a total of 904.8 million short tons of cargo were moved domestically on

coastwise, lakewise and internal U.S. waterways, a decline of 3.5% from 2014. There were also a total of 1,374.2

million short tons of foreign inbound & outbound commodities, down 2.5% compared to the previous year. In 2015,

13. 7% of alll U.S. waterborne commerce by weight was cont a
Marine Highway System consists of over 29,000 nautical miles of navigable waterways including rivers, bays,

channels, the Great Lakes, the Saint Lawrence Seaway System, coastal and open-ocean routes.

According to a recent PricewaterhouseCoopers report prepared for the U.S. g
ol
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According to the latest July 2017 Cass Freight Index Report, both
the Shipments and Expenditures Indexes extended their run of

positive comparisons. Shipments turned positive eight months ago,
while Expenditures turned positive seven months ago. In part 1160

/L\V/\
because of normal seasonality, and in part because of more ’—7 \ 2013
1.110 —
//

Cass Freight Indexm - Shipments

1210

difficult comparisons, they were less strong in July. Throughout the —2014
U.S. economy, we are continuing to see a growing humber of data 1060

2015

points suggesting that the economy continues to get incrementally // :ii:
better. Some data points are simply less bad, a few of them are o1 7
much better (airfreight, DAT Barometer), but some are suggesting 0960
deceleration (ra”) Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Cass Freight Indexwv - Shipments The 1.4% YoY

Nominal Index Value = 100 J 1990 . . . . .
orminel Tnder Talwe = T e increase in the July Cass Shipments Index is yet another data point

1.210

AA which confirms that the first positive indication in October (before the
1180 ! "\ election) was a change in trend. In fact, it now looks as if the October
1110 2016 Cass Shipments Index, which broke a string of 20 months in

negative territory, was one of the first indications that a recovery in
freight had begun. A YoY stacked chart highlights that, unlike the May
1ot v V ! 2017 and June 2017 Shipments Index, which on a nominal basis
exceeded the May 2015 and June 2015 levels, July 2017 fell back below

' F‘MH‘MF‘MMWMHHWE‘ﬁ‘gwgwgwmﬁ July 2015 levels. This raises the potentially concerning question, il s t he
ow | ww w0 ww @7 strength in the recovery in freight volume be gi nni ng to wane?o0

1.060

Data is suggesting that the consumer is finally starting to spend a little, albeit not with brick and mortar retailers. It also
suggests that, with the surge in the price of ¢deageldraton n Oc
first eased and then began a modest improvement led by the fracking of DUCs (drilled uncompleted wells), especially
in the fields with a lower marginal production cost (i.e., Permian and Eagle Ford). We have been questioning, i Ho w
fastwillt he r ecovery Howevan thk everal frdight Pedession, which began in March 2015, appears to be
over and, more importantly, freight seems to be gaining momentum in most segments. After posting an extraordinary
7.4% YoY increase in May, the Cass Freight Expenditures Index posted a still respectable 5.4% increase in June and
a 4.5% increase in July. Expenditures (or the total amount spent on freight) turned positive for the first time in 22
months in January 2017, albeit against an easy comparison. Not since 20118 when the economy was still climbing out
of the recessiond had this index been so low. Our Expenditures Index in January 2016 was the worst in five years, as
demand had weakened and crude oil had fallen below $30 a barrel. Although February and March of 2016 were also
weak, they were not nearly as weak as January 2016 and hence a slightly tougher comp. Since fuel surcharges are
included in the Expenditures Index, fuel was a negative bias in the data last year. Conversely, over the last several
months, we have observed that part of the increase was a result of the relatively steady increase in the price of fuel
over the last nine months. But we are also seeing some improvements in the pricing power of truckers and intermodal
shippers. As an example, the proprietary Cass Truckload Linehaul Index (which measures linehaul rates and does not
include fuel) rose 1.5% on a YoY basis in the month of Ju
increase posted since February 2016. The proprietary Cass Intermodal Price Index (which does include fuel),
increased 1.8% in June. We should also remind readers of a fundamental rule of marketplaces: volume leads pricing.
Repeatedly we have watched in a host of different markets, that volume goes up before pricing starts to improve and
volume goes down before pricing starts to weaken. Even in markets as basic as the weather, the number of hours of
sunshine (sunrise to sunset) starts to decline long before the temperature starts to fall.

Similar to the Cass Freight Shipments Index, the Cass Freight Cass Freight Indexm - Expenditures
Expenditures Indexd when viewed on a nominal YoY stacked basisd 2750 A

highlights the general improvement of the current number. Although 2650 /\

still below the levels achieved in June of 2014 and 2015, June 2017 Jsso / A N \ 203
did exceed June 2016 and 2013. Unfortunately, July 2017 fell below / \
July 2013, July 2014, and July 2015. Because it is a seasonally # N\
weaker month, we are hesitant to draw a negative conclusion. August 2350 17 =
and September data will give us a better indication of whether this is a 2220

deceleration or simply a pause in an otherwise improving trend. B var por Moy om o Aug Sep Ot Nov Dec.
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S — MS&— According to Moore Stephens, shipping confidence reached
= : its equal highest rating in the past three years in the three

Shipping Confidence Survey | months to end-May 2017. The average confidence level

June 2017 ML emaee  expressed by respondents to the survey was up to 6.1 out of

10.00 from the 5.6 recorded in the previous survey in

February 2017. Increased confidence was recorded by all main categories of -

respondent to the survey, which launched in May 2008 with an overall confidence Py

rating of 6.8. In the case of brokers, the confidence rating rose from 4.6 to 6.4, while T~

for owners the increase was from 5.6 to 6.1. Confidence on the part of charterers W

and managers, meanwhile, was up from 5.9 to 6.4 and from 6.0 to 6.2 respectively.

Confidence levels were unchanged in Asia at 5.6, but up in Europe, from 5.5 to0 6.2, Confidence

and in North America, from 6.1 to 6.4. A number of respondents expressed cautious

optimism about the industryéds fortunes wedipcreastdieselsmfeshipp 12 m

demolition and a rationalization of over-ambitious newbuilding plans. This helped increase expectations of major
investments being made over the next 12 months. Concern persisted, however, over political uncertainty,
overtonnaging in certain trades, depressed oil prices and a potential dearth of quality seafarers.

“Shipping people are eternally
optimistic, with one week of good
news seeming to help them forget
eight terrible years of hardship and
financial loss.”

The likelihood of respondents making a major Business performance factors
investment or significant development over the next 26%

12 months was up from 4.9 out of 10.0 in the 9
previous survey to 5.4, the highest level since
August 2014. There was increased confidence on *i 22%
the part of all major respondents, in the case of charterers up to a level of 6.3 from 5.8 in

Demand trends

Competition
February 2017. Owners and managers, meanwhile, each registered a confidence level "
of 5.9, up from 5.1 and 5.6 respectively last time. Confidence on the part of brokers was 14%
up from 3.4 to 4.4. 50% of respondents expected finance costs to increase over the FitEn e o>tz
coming year, compared to 54% in the previ fac;%‘i;’ee&é;ggq;'ﬂgyc‘;%eve. own e
57% to 48%, while managers were also down, from 61% to 57%. More brokers and performance most significantly over the
charterers, however, anticipated costlier finance i 63% of brokers (against 41% last e

time) and 57% of charterers (compared to 47% in February 2017).

In the tanker market, 32% of respondents anticipated improved rates, as opposed to 25% last time, while the number
anticipating lower tanker rates fell from 28% to 16%. Meanwhile, there was a 14 percentage-point rise, to 58%, in the
numbers anticipating higher rates in the dry bulk sector, the highest figure for three years. In the container ship sector,
the numbers expecting higher rates rose from 31% to 46%, while there was a six percentage-point fall, to 12%, in
those anticipating lower container ship rates.

P 50500 [Rmm In a stand-alone question, respondents were asked to estimate the level
g 1000-1499 52 they expected the Baltic Dry Index (BDI
A e = than half (52%) felt the BDI would reach a level of between 1000 and 1499,
£ 25002999 1 while a quarter (25%) put the likely figure at between 1500 and 1999.
>3000 2 iHealthy volumes of cadogegesgondent, bbiinhg mo\
’ Zspe,centageéo "lthere are too many ships around. o

Richard Greiner, Partner, Shipping & Transport, says,i The survey | aunched in 2008, on
most protracted and severe global economic downturns, with a confidence rating of 6.8. In our latest survey, the figure

stands at 6.1 which, given geopolitical, economic and industry developments, must be seen as a robust rating.

Moreover, confidence today of making a major new investment is the highest it has been for almost three years. The

positive sentiment on freight rates is welcome, although this must be weighed against the lows to which they have

fallen and from which they must continue to recover. Even for an industry which is familiar with the volatile nature of
international commerce, shippingés ability to survive adyv
our respondents in watchful mode, mindful of the fact that there are still too many ships, but encouraged to believe that
increased demolition and more pragmatism by industry stakeholders will help to redress this imbalance. Respondents

also remain cognisant of the impact which geopolitical developments can have on shipping, and it will be instructive to

see what effect all this wildl have on industry confidence
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U.S. Fuel Prices

Kirby Corp. provides a good snapshot of both fuel prices and movement of petroleum cargoes in
the U.S. inland river market. Their second quarter 2017 data shows that their average 220
towboats operating 849 inland tank barges paid an average of US$ 1.72/gal, compared to
$1.78/gal the prior quarter and $1.35/gal during same quarter 2016. In the inland market,
barge utilization was in the mid-80% to high 80% range for the quarter, compared to the
high 80% to low 90% range in the first quarter. Operating conditions improved due to better
weather, which enhanced operating efficiency and drove lower utilization compared to the first quarter. Seasonally
weak demand for the transportation of agricultural chemicals also drove modestly lower sequential utilization. Demand
for inland tank barge transportation of petrochemicals and black oil was stable year-over-year, while demand for
refined petroleum products and agricultural chemicals was lower. Both term and spot contract pricing were at lower
levels relative to the second quarter of 2016. Spot pricing remained stable compared to the 2017 first quarter.

EIA expects U.S. regular gasoline retail prices
averaged $2.30 per gallon (gal) in July, down 5
cents/gal from the average in June but 6 cents/gal
higher than in July 2016. During the April-through-
September summer driving season of 2017, U.S.
regular gasoline retail prices are forecast to average
$2.37/gal, 14 cents/gal higher than last summer.
Annual average U.S. regular gasoline retail prices are
forecast to be $2.33/gal in both 2017 and 2018.

New Construction & Shipyard News
As of June 5, 2017, Colton Co. reports 22 pushboats delivered by U.S. shipyards so far in 2017, compared to 83 in

2016, 100 in 2015 and 114 in 2014.
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