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DNB Markets has a dedicated convertible bond team

Experience in structuring, bookrunning and market making convertible bonds since 2007

DNB

Markets

Global reach within convertible bonds

+ CBteam has over 17 years of dedicated experience

from the global CB market

» Experience from a wide range of CB transactions
and CB events, including new issues, tender offers,

Dutch auctions etc.

» Particularly strong footprint within shipping and oil
services, with active bookrunner roles in multiple

transactions since 2007

Convertible Bond Team

DNB 1

Markets

Holistic approach to achieve best deal terms

» The main goal is to achieve the best overall market
reaction and pricing on Deal Day

»  Will respond quickly to events and feedback; crucial
in an accelerated book build process

» Knowledge and experience from CB transactions
from various geographical markets in marketing,
pricing, structuring and documentation

Maritime & Energy Investment Banking

w'a |

Nils Christian Myhre
Head of equity-linked capital markets

| xperience:

= 20 years of investment banking experience from
Pareto Securities, ABG Sundal Collier and DNB
Markets

Advised on >40 CB transactions since 2007

Key tasks:

= CB pricing, structuring and documentation

Lars Scholdstrom
Head of CB sales & trading

| xperience:

18 years of investment banking experience from
JP Morgan, SEB, ABG Sundal Collier and DNB
Markets

Advised on >40 CB transactions since 2007

Key tasks:
= Coordinate DNB's convertible bond sales
= Responsible for CB sales and trading activities

Joachim Jaeger Skorge

Managing Director & Regional Head of
Investment Banking, APAC & M.E.

| xperience:

= 26 years of investment banking experience with
DNB Markets in New York, Oslo & Singapore

= Transaction experience from leading more than
100 successfully closed transactions with clients
such as BW Group, Idan Ofer Group, MOL,
Keppel, Seatankers, Aker etc

Alphonse Low
Associate

| xperience:

= 3years of investment banking experience from
ABN ARMO and DNB Markets

= Transaction experience within capital markets
and M&A in the maritime sector




DNB’s CB team has placed convertible bonds within shipping and D[\IB

offshore since 2007 Markets
Compan Year Amount Coupon Premium Company name vear Amount Coupon Premium
pet (m) (%) (%) _— ) (%) (%)
.'-:::_ Borr -
%o Drilling 2023 USD 250 5.00% 32.5% s - L 2013 USD 350 3.25% 33%
BW OFFSHORE 20190 USD 300 2.50% 37.5% subsea 7 o USD 700 1.00% 30%
w) Pacific Basin - 5019 USD175  3.00% 32% s - L 2011 USD125  3.75% 35%
23t Borr
%27 Drilling 2018 USD350  3.875% 37.5% Golar LNG 202 USD 250 3.75% 25%
Golar LNG 27 USD 4025  2.75% 35% FRONTLINE 2010 USD 225 4.50% 30.97%
- %
s - L 2016 USD 225 5.75% 22.5% Seadnll 2010 USD 650 3.375% 30%
“)) SIEM 2016 EUR 250 2.25% 27.5% Subsea 7 2009 USD 275 3.50% 37.5%
) =
BW Group ‘l{v BWLPG 2014 USD 250 1.75% 32.5% Sead N || 2009 UsD 500 4.875% 35%
; ' 2014 USD 200 3.07% 32.3% G 2007 USD 200 3.625% 40%

Note: 2007-2017 transactions managed by DNB’s team whie at ABG Sundal Collier



Why should shipping and offshore companies issue convertible D[\IB
bonds in the first place? Markets

Low coupon

Equity raised at
premium

Unsecured debt
without covenants

Flexibility at
Maturity

CB market sentiment

Execution

Typically 3% to 5%-points lower coupon compared to high yield bonds

Dilution is not certain and historically only 1/3 of CBs were converted to equity
None of the shipping CBs DNB has placed over the years were converted to equity
Bloomberg’s Global Marine Shipping index is near its all-time-high (from 28" May 2024)

No financial covenants
No dividend restrictions
Unsecured debt

Option to meet any conversion request with a Cash Settlement Option and avoid dilution
Option to deliver the underlying shares at Maturity - irrespective of stock price and top-up to 100% using cash

Valuation in today’s CB market is exceptionally good, CB issuance from the shipping and offshore sector would see
a wall of capital

Swift execution once authorizations are in place




Comparing convertible bonds VS. straight debt and VS. raising equity D[\IB

Markets

CB vs. straight debt CB vs. raising equity

v 3% to 5%-points lower coupon per year provides

. . v" Dilution [40]% above current stock price
reduced financing costs

Advantages

of CBs . v" Dilution is NOT certain, historically only 1/3 of CBs
v ' .
Unsecured debt without covenants are converted to shares at maturity

v" New set investors / Diversifying funding sources

< [PelE el Gl Le) BN ) BER1E % Convertible bonds are mainly debt instruments
Disadvantages o .
of CBs % Stock price impact on Deal Day

. . ++ Default on non-payment of coupons
+» Complicated to understand CB valuation pay P

A convertible bond has two outcomes: 1) Low coupon debt, or 2) Future dilution at a premium to the current stock price




Key parameters for terms and investor demand in a CB

DNB

Markets

- parameters that influence the complexity of pricing, structuring and placing of the convertible bond

OPTIMAL SITUATION:

“OK” credit quality

Market cap above US$ 500 to US$ 1bn
Enough stock borrow available

Liquid stock (minimum US$ 3-5 mill per day)
High stock price volatility

CB size: Minimum US$ 100 million

Stock covered by multiple equity analysts

CHALLENGING SITUATION:

Weak credit profile/Unable to issue HY bonds
Market cap below US$ 500 million

Limited stock borrow available

llliquid stock (below US$ 2 million per day)
Limited stock price volatility

Small CB size

Limited analyst stock coverage




Example: An offshore company that checks all the relevant boxes on CB D[\IB

. y . .
investors’ wish list Markets
Optimal situation Challenging situation
Public credit ratings from S&P and/or Moody’s No credit ratings
Credit profile Unsecured bonds outstanding No bonds outstanding with similar risk
Investment Grade credit rating Non-Investment Grade credit rating X

Volatility profile

Business profile

Deal profile

Liquid stock trading minimum $10-50 million per day
Availability of stock borrow at low cost (GC rate)
Volatile stock — above 30-35%

Liquid options market

QPR

Illiquid stock trading less than $5 million per day
Limited stock borrow available
Limited stock price volatility — below 30%

Limited equity options market

Strong equity story in an attractive sector

Stock is covered by reputable equity analysts

S[S

Well known / repeat issuer of CBs

Limited growth potential / unattractive sector
Limited stock coverage by equity analysts

No history in the CB market X

Index inclusion of the bond (min $400m/€375m)

Deal size larger than $100 million

KK

Listing of the CB on an Exchange

No index inclusion of the CB
Deal size below $100 million

No listing of the CB




Key choices in a convertible bond DNB
Markets

Decision Alternatives Consideration

= Sizing up to USD 1,000 million is typically easily digestible for the

Size USD 100 — 1,000 million OB market

Status Senior Unsecured Subordinated +  Most CBs are senior unsecured status

Maturity 3y Sy 6y-8y 10y = 5years is most common, but many durations are possible
Conversion premium 20-30% 30-35% 35-40% 40-45% = There is a trade-off between coupon vs. premium

. = Hard No-Call provides the lowest coupon
Call protection Callable Not callable = A provisional call option provides additional flexibility

Investor put option Yes No = A“put’ adds investor flexibility and is particularly common in Asia

= Full adjustment of the conversion price over dividend is most

Dividend protection Yes No common

= Sometimes a stock borrow facility is required to achieve best deal

Stock borrow facility Yes No erms




Investors in the CB market

DNB

Markets

CB outright funds

CB hedge funds

ZarQuar,  BEUBS fommest 735
FISCH» Asset aviva  LOMBARD ODIER
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Outright demand: ~40%
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Hedge fund demand: ~60%

= Predominantly international funds with a global focus

= Dedicated long-only funds, “buy and hold” with no hedging

= Focus on the equity story and to protect capital through debt
investment

= Less enthusiastic to wide credit risk and happier with
Investment Grade credit

= |nvest on a hedged basis, mainly through equity hedging

= Less credit-sensitive and more open to investing into wider-
credit issuers

= Have a strong preference to invest in profiles with high
convexity, convertible into underlying stocks with high levels
of volatility and liquidity



https://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=&url=https://www.artemis.bm/news/schroders-acquires-full-ownership-of-secquaero-increases-stake-to-100/&psig=AOvVaw0vzT8m8-6jV0vUsT6nsbfk&ust=1574463352973366

Common misconceptions about convertible bonds D[\IB

Markets

A convertible bond will lead to
a continuous stock pressure
in the stock!

CB investors make money by
“shorting” the stock!

CB investors will convert to
shares once the stock price
reaches the conversion price!

The conversion price of a CB
will “cap” the stock price!

Issuance of a convertible bond

will send a negative signal
about the underlying stock!

i » NO! There will be some stock selling related to the execution of the CB atissue. During the life of the CB, |
delta adjustments do occur as investors adjust their hedge according to the theoretical delta. As such, the
; existence of a convertible bond will also provide some stock support when the stock price falls, as CB ;
: investors reduce their hedge and buy-back shares. The dynamic hedging during the life of the CB is :
; typically only a fraction of the company’s daily stock liquidity ;

i » NO! Outright CB investors (40%) DO NOT hedge at all. Hedge funds do invest on a hedged basis but will !
always retain a net long investment in the company. At issue, for an investment of $100 in a CB, a hedge
funds will typically be short stock worth $35-40, leaving a net long exposure of $60-65.

; ALL CB investors will achieve the best returns when investing in performing companies ;

i+ NO! The only pointin time investors will convert a CB to shares, is just before maturity, and only if “parity” !
(the value of the underlying shares) at that time is more than 100%. There is always a seniority, optionality
and coupon benefitin a CB versus the underlying stock. Therefore, a CB will trade above “parity” during

; the life of the bonds, ensuring no early conversions by rational investors ;

* NO! There is zero empirical evidence that the conversion price of a CB will have such an effect on the
5 underlying stock, just as the clearing price in an equity placement does not prevent a stock from rising 5
: through that level !

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

+ NO! Issuing convertible bonds is one of the most efficient ways to raise a significant amount of unsecured
capital.




APPENDIX

o DNB
Disclaimer Markets

This presentation is strictly confidential and prepared exclusively for the benefit and internal use of our client to whom it is directly addressed and delivered (including
such client’s subsidiaries, the “Company”) and not for distribution or publication. The information may not be reproduced without the consent of DNB Markets.

The information in this presentation is based upon any management forecasts supplied to us by the Company and publicly available information. We have relied upon
and assumed, without independent verification, the accuracy and completeness of all information available. DNB Markets opinions and estimates constitute DNB
Markets’ judgment and should be regarded as indicative, preliminary and for illustrative purposes only. Statements in the presentation reflect prevailing conditions and
DNB Markets’ opinion at the date the presentation was prepared, all of which are accordingly subject to change. DNB Markets does not warrant that the information in
the presentation is exact, correct or complete. The presentation is for discussion purposes only and is incomplete without reference to, and should be viewed solely in
conjunction with, oral briefing provided by DNB Markets.

Our analyses are not and do not purport to be appraisals of the assets, shares, or business of the Company or any other entity. DNB Markets makes no
representation as to the actual value which may be received in connection with a transaction nor the legal, tax or accounting effects of consummating a transaction.
Unless expressly contemplated hereby, the information in this presentation does not take into account the effects of a possible transaction or transactions involving an
actual or potential change of control, which may have significant valuation and other effects.

This presentation is not an offer or a recommendation to purchase or sell financial instruments or assets, and does not constitute a commitment by DNB Markets to
underwrite, subscribe for or place any securities or to extend or arrange credit to or to provide any other services. DNB Markets does not accept any responsibility for
direct or indirect losses that are due to the interpretation, and/or use, of this presentation.

DNB Bank ASA and/or other companies in the DNB group or employees and/or officers in the group may be market makers, trade or hold positions in instruments
referred to or connected therewith, or provide financial advice and banking services in this connection.

Rules regarding confidentiality and other internal rules limit the exchange of information between different units in DNB Bank. Employees in DNB Markets who have
prepared this presentation are therefore prevented from using, or being aware of, information in DNB Bank and other companies in the DNB group that may be
relevant to this presentation.

This presentation has been prepared in accordance with the general business terms of DNB Markets, a division of DNB Bank ASA, available at www.dnb.no/markets.
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