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Does history point to a narrowing of the spread?

Based on the average 5 year valuation the Panamax v Supramax Q4 spread has closed USD 1,439 above its
mean. Both 2017 and 2019 were strong performing years but however the recent high close of USD 2,446 is the
highest in 6 years.

Exhibit 1 illustrates the 5 year high, low and average value. Two things to note

1) the over performing years of 2017 and 2019 both sold off aggressively towards the mean valuation.
2) Price is currently above the current mean valuation by USD 1,439, with the average valuation for Mid-
October being USD 1,601 below the current price

Exhibit 1 Panamax v Supramax Q4 valuation
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From a technical perspective the futures remain in trend as it continues to make higher highs and higher lows.
However, the Relative strength index is not replicating the higher highs creating a negative divergence. Although
this is not a sell signal it does warn of a momentum slowdown. This is supported by the stochastic oscillator
which is in overbought territory and showing a bearish cross.

Downside Fractal support is at USD 1,386. A close below this level would create a lower low in the market indi-
cating technical weakness and suggest the spread has entered a bearish phase.

Exhibit 2 below is the current spread illustrating the divergence

See Chart below

The information provided in this communication is not intended for retail clients. It is general in nature only and does not constitute advice or an offer to sell, or the solicitation of
an offer to purchase any swap or other financial instruments, nor constitute any recommendation on our part. The information has been prepared without considering your
investment objectives, financial situation, or knowledge and experience. This material is not a research report and is not intended as such. FIS is not responsible for any trading
decisions taken based on this communication. Trading swaps and over-the-counter derivatives, exchange-traded derivatives, and options involve substantial risk and are not
suitable for all investors. You are advised to perform an independent investigation to determine whether a transaction is suitable for you. No part of this material may be copied

or duplicated in any form by any means or redistributed without our prior written consent. Freight Investor Services Ltd (FIS) is authorised and regulated by the Financial Conduct
Authority (FRN: 211452) and is a member of the National Futures Association (“NFA”). Freight Investor Services PTE Ltd ('FIS PTE') is a private limited company, incorporated and
registered in Singapore with company number 200603922G, and has subsidiary offices in India and Shanghai. Freight Investor Solutions DMCC ('FIS DMCC') is a private limited
company, incorporated and registered in Dubai with company number DMCC1225. Further information about FIS including the location of its offices can be found on our website

at www.freightinvestorservices.com




FERTS AGRI OIL WETFFAs DRY FFAs IRONORE METALS AIR FREIGHT

F IS Panmax v Supramax Q4 Spread

info@freightinvestor.com | www.freightinvestorservices.com | (+44) 207 090 1120

Mar 31 Apr 15 Apr 30 May 15 May 29 Jun 15 Jun 30 Jul 15 Jul 31 Aug 14 Aug 28 Sep 15
2020

Chart Source Bloomberg

With the technical picture warning of a potential momentum slowdown based on the negative divergence and the
overbought stochastic, and the historical chart indicating we are USD 1,500 above the 5 year average value
there is the possibility we could see a potential mean reversion over the coming weeks.

The technical is currently bullish but based on the evidence at hand the spread is showing sign it is getting ready
to narrow.

Only you can decide, but it is food for thought!!
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