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~ Significant Issuance of Preferred Equity

Shipping Preferred Equity Issuance 2011 - 2017 YTD ($ in millions)
Total: USS 2.9 billion
30 deals
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Source:  Capital Link, Factset and Bloomberg
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Filing a Void in Common Equity Issuance

Shipping Common Equity Issuance 2013 - 2017 YTD ($ in millions)

Publicly Raised Common Equity in U.S. Market Since 2013
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Source:  SDC, Company filings
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Preferred Shares: Basic Terms

v/ US$25.00 liquidation price
v Typically priced @ 8 — 9% dividend yield
v" Sold primarily to retail investors and listed on NYSE
v No credit ratings
v No covenants
v Generally perpetual
v Optional redemption after 5 years
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Advantages/Disadvantages to Issuers

Advantages Disadvantages

v Lower cost of capital than common X Less Flexible than common stock

equity
X  Subordinates common stock

Perpetual: No term
X Creates additional fixed charges

No Covenants

Can turn dividend off without default /
cross-default

v Limited marketing

Called Equity, But Has a Fixed Income Feel
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Who are the Issuers

Total Preferred Equity Issuance Since 2011 ($ in millions)

C-Corps Maritime MLPs
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Preferred Equity Volatility

Stock Performance 2015 - 2017 YTD
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Common Equity
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Preferred Equity as a % of Market Cap.

29%

32%
(1]

SSW TNP TOO SB GSL CMRE TGP HMLP DLNG DSX GLOG GMLP

® Common Equity  ® Preferred Equity

Source:  Factset
(1) Market Value of common plus market value of preferred shares. Include only currently traded preferred shares
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Cases: Preferred Dividends Turned Off

* International Shipholding started missing preferred dividends in
"m 2016, triggering the step-up clause on its Series A and B preferred

e On August 2016 the Company filled for bankruptcy and preferred shares
were wiped out

International Shipholding

Corporation ;
e Seacor took over the Company in March, 2017

* Navios Holdings announced on February 23, 2016 that it would
suspend dividend payments on both its Series G and Series H

preferred securities and in September 2016 launched a tender offer for
=1\' = Navios Maritime Holding preferred shares

e Company faced no dividend-escalation penalties and had no deadline to
repay

e In March 2017, the Company issued an exchange offer to exchange
Preferred for Common shares

* Box Ships started missing preferred dividends on 2014

_o -
" BD}F Shlps Inc. e In November 2015, the Company announced the delisting of its common
R and preferred shares from the NYSE

Source: IHS Fairplay
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Key Takeaways

v' Preferreds have significant advantages to issuers but should not get over
reliant

v No equity upside, so investor should approach preferred with a credit
focus

V" Trades like equity during times of distress

v' Preferreds can trade in a highly volatile manner, which creates investing
opportunity for sophisticated, risk-focused investors

EVERCORE g
MYO N E Y



