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•Introduction

•Partial spin-off of Ship Finance 
International Limited

•Corporate financial status 

•Market update – outlook

•Other

Agenda
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Oldest ship from 1989

Average age: 8.4 years           

Industry average: 8.3 
years

Double hull tonnage: 
70%      

Industry average: 62%

35 VLCCs incl. 2 J/Vs (excl. ITC)
Equals 33.9 vessels on a 100% basis

19 Suezmaxes (excl. ITC)
+ 3 to be acquired

8 Suezmax OBOs

= 15.1 million dwt. or approximately 97 million barrels transport capacity.

2. The FleetThe Fleet
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2 cape sizes

2 NBs to be delivered 2006



Main events Q2 / Q3 2004
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•A dividend of $5 per share for Q1 2004 was paid out in June,

•Partial spin-off of 25% in SFL to existing FL shareholders in June, 

•Acquisition of two VLCC newbuildings for delivery in 2006,

•Acquisition of three 1989-90 built Suezmax tankers,

•Private placements of USD 25.2 million in new equity in SFL and USD 21.5 
million in FL in July,

•Cancellation of b/b charter agreement on New Vanguard and New Vista



Partial Spin-off of Ship Finance and USD 1.60 
dividend per share
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•Frontline to distribute further 10 percentage points of their shares in Ship 
Finance International’s to Frontline’s shareholders,

•Each Frontline shareholder will receive one share in Ship Finance 
International for every ten shares in Frontline held. The record date for the 
distribution will be September 10, 2004, the ex-dividend will be September 8, 
2004 and the distribution date is expected to be September 24, 2004,

•Dividend USD 1.60 per Frontline share. The record date for the distribution 
will be August 30, 2004, the ex-dividend will be August 26, 2004 and the 
dividend will be paid on or about September 13, 2004.



Profit & Loss
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2003 
Apr-Jun 

 

2004 
Apr-Jun 

INCOME STATEMENT 
(in thousands of $) 

2004 
Jan-Jun 

2003 
Jan-Jun 

 

2003 
Jan-Dec 
(audited) 

      
330,201 357,004 Total operating revenues 806,581 677,410 1,173,783 
(4,271) (469) Gain (loss) from sale of assets (225) (3,778) 5,626 
97,505 82,865 Voyage expenses and commission 164,625 177,175 323,598 
28,918 29,904 Ship operating expenses 60,617 55,758 117,604 
19,303 9,371 Charterhire expenses 21,255 42,850 81,009 
2,458 5,236 Administrative expenses 11,352 5,721 17,889 

35,582 45,628 Depreciation 90,811 70,941 146,907 
183,766 173,004 Total operating expenses 348,660 352,445 687,007 
142,164 183,531 Operating income  457,696 321,187 492,402 

3,273 8,297 Interest income 16,258 5,981 9,185 
(17,082) (51,055) Interest expense (104,869) (35,553) (75,097) 

13,287 1,483 Share of results from associated companies 4,346 30,452 33,533 
14,302 25,267 Other financial items 12,628 12,549 300 

(878) 6,159 Foreign currency exchange gain (loss) 2,055 127 (17,193) 
155,066 173,682 Income before taxes and minority interest 388,114 334,743 443,130 

- 4,381 Minority Interest 4,381 - - 
(1) 113 Taxes 113 (3) 3 

- - Cumulative effect of change in accounting principle - - 33,767 
155,067 169,188 Net income  383,620 334,746 409,360 

      
  Basic Earnings Per Share Amounts ($)    

$2.04 $2.29 EPS from continuing operations before cumulative effect of 
change in accounting principle 

$5.20 $4.39 $5.92 

$2.04 $2.29 EPS  $5.20 $4.39 $5.47 
 



Income on time charter basis
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Q2 2003 Q2 2004 6M 2004 6M 2003 2003

46 000 58 500 VLCC, spot , T/C and B/B vessels 66 700 50 700 42 300
49 800 62 298 VLCC, spot 73 671 55 200 44 877
32 600 47 476 VLCC, T/C and B/B vessels 42 666 34 000 32 517
39 600 36 700 Suezmax 48 200 40 200 33 900
35 200 27 000 Suezmax OBO 26 600 38 700 31 900
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Ship operating expenses (USD/day)
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6M 2004 2003

Total fleet 5 741 5 816
Off hire (days) 132 303
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Total expenses
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Q2 2003 Q2 2004 USD million 6M 2004 6M 2003 2003
97,5 82,9 Voyage expenses 164,6 177,2 323,6

28,9 29,9 Ship operating expenses 60,6 55,8 117,6
19,3 9,4 Charterhire expenses 21,3 42,9 81,0
2,5 5,2 Administrative expenses 11,4 5,7 17,9



Balance sheet
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BALANCE SHEET 
(in thousands of $) 

2004 
Jun 30 

2003 
Jun 30 

 

2003 
Dec 31 

(audited) 
ASSETS    
Short term    
Cash and cash equivalents 112,859 240,140 124,189 
Restricted cash 594,478 4,844 891,887 
Other current assets 208,437 159,202 181,928 
Long term    
Newbuildings and vessel purchase options 8,370 35,333 8,370 
Vessels and equipment, net 2,286,717 2,275,918 2,165,239 
Vessels under capital lease, net 742,035 347,756 765,126 
Investment in finance lease 114,237 - 120,894 
Investment in associated companies 12,971 131,344 173,329 
Deferred charges and other long-term assets 45,816 16,479 32,573 
Total assets 4,125,920 3,211,016 4,463,535 

    
LIABILITIES AND STOCKHOLDERS’ EQUITY    
Short term    
Short term interest bearing debt 184,605 156,802 191,131 
Current portion of obligations under capital lease 20,787 16,755 20,138 
Other current liabilities 139,431 147,105 110,043 
Long term    
Long term interest bearing debt 2,047,057 1,161,742 2,091,286 
Obligations under capital lease 743,536 342,905 753,823 
Other long term liabilities 41,879 33,508 41,697 
Minority interest 162,011 - - 
Stockholders’ equity 786,614 1,352,199 1,255,417 
Total liabilities and stockholders’ equity 4,125,920 3,211,016 4,463,535 
 



JPY exposure and interest exposure of total debt and 
capital leases as per 30.06.2004 (in thousands of USD)
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Yen denominated debt/capital leases 30.06.2004
Consolidated 156 071
Associated companies, our share 0
Total 156 071

Floating debt 30.06.2004
Consolidated 455 697
Associated companies, our share 2 516
Total 458 213

Total debt/capital leases 30.06.2004
Consolidated 3 015 985
Associated companies, our share 2 516
Total 3 018 501



Cash breakeven rates (USD / day)
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Before spin-off of SFL:
VLCC 21 784
Suezmax 15 788
Suezmax OBO 15 895
Drybulks 14 674

After spin-off of SFL:
VLCC 26 860
Suezmax 20 552
Suezmax OBO 19 902
Drybulks 11 873



What is Frontline now?

Frontline Ltd.

ITC
Totally 6 VLCCs and 

4 Suezmaxes
USD 329 million 

in cash

18 other vessels
Free cash

USD 113 million
In cash

63.4% of 
Ship Finance Int. Ltd.

47 vessels on 
chartering 

contract from 
Ship Finance

+ USD 250 million
In cash
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Going forward
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•Spin off of dry bulk assets 
•Likely to be spun off to existing holders of Frontline shares,
•Equity in three dry bulk ships, contracts and some further cash create 
the core part of the company,
•Expected to be profitable from first day of operation,
•Aggressive growth ambition focused on consolidation,
•Strategy will include ownership, chartering and contract positions,
•A detailed clarification on how the new company will be spun off to 
Frontline’s shareholders is likely to follow within the next months.

•20% holding in Imarex

•Possible exercise of purchase options on KG vessels

•Opportunistic tanker projects



Short Term Market Outlook

• Demand
– Demand is usually around 3.3mbd (1.0+2.2) 

higher in Q4 than in Q2

– Increased ton miles

– USA is the leading demand driver. IEA upgrades 
consumption figures.
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Short Term Market Outlook

• Supply
– Not any major changes to the orderbook 

compared to the previous quarter

– Phase out of 17 Smax and 19 Vlcc by 2005 due to 
IMO rules
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Demand dynamics

• Demand for energy +5.2% Q2 y/y, +3.2% 2004 y/y, +2.2% 
2005 y/y

• 40% - 45% of all crude produced is seaborne,
• 80% - 100% of demand increase is seaborne,
• Some close-to-market crude production is replaced with long 

distance crude,
• => Tonne-miles demand increase +7.5% 2004 and +4.4% 

2005
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Potential consumption growth

O il consum ption re lative  to  GDP
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China and India as potential demand drivers:

An increase by 2 barrels per capita equals a 12,6 mbd consumption
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Long Term Market Outlook Supply

-10,00 %

0,00 %

10,00 %

20,00 %

30,00 %

40,00 %

50,00 %

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Fleet growth
Production growth
Required seaborn tonnage

Assumptions:

•46% of global oil prod Is seaborn. 80% increase in oil prod. Is seaborn up 2004. 95% up to 2011.

•1,9% increase in global oil prod in 2005-2011
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Long Term Market Outlook Supply
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Fleet growth = Current order books less scrapping 2005-2007.
Fleet growth 2008-2011 4,5% excl scrapping
A phase out scenario in 2011 of all SH tonnage will require an average growth of 14% during 2007-2010 to get 
back to 2010 levels.
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Bosporus Strait Waiting vs Freight Rates
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Balance sheet ITC

24

BALANCE SHEET 2004 2003
(in thousands of $) June 30 Dec 31
ASSETS

Short term

Cash and cash equivalents 1 689 9 727
Restricted cash 327 073 323 807
Other current assets 16 601 18 494
Long term

Vessels and equipment, net 137 813 141 017
Vessels under capital lease, net 298 895 305 431
Investment in finance leases 114 237 120 894
Deferred charges and other long-term assets 7 027 7 512
Total assets 903 335 926 881
LIABILITIES AND STOCKHOLDERS’ EQUITY
Short term

Short term interest bearing debt 36 282 37 805
Other current liabilities 34 515 35 431
Long term

Long term interest bearing debt 543 833 566 915
Obligations under capital leases 295 506 295 560
Stockholders’ equity -6 802 -8 830
Total liabilities and stockholders’ equity 903 335 926 881



Supply VLCC’s / Suezmaxes
(No. of vessels)
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Of which
VLCC's ULCC's*) Suezmaxes

Building year 200,000+ dw t 320,000 + dw t 120,000-200,000 dw t

1974-75 2 0 5
1976-77 6 0 7
1978-81 6 2 10
1982 or later 422 7 283
Fleet as at Aug. 12, 2004 436 9 305

On order
2004 17 11
2005 31 25
2006 15 22

2007+ 22 21
Total on order 2004-2007 85 0 79

*) Each ULCC representing an average of 400,000 Dwt

Source: P.F.Bassøe
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Avg.03 Q104 Q204 Q304 Q404 Avg. 04

IEA 26,8 28,1 26,9 27,0 28,4 27,6

US DOE 27,4 28,0 26,4 27,9 29,1 27,9

*

Barclays Capital 27,1 28,6 27,3 28,3 30,3 28,6

Stockbuild 0,0 -0,3 1,1 1,2 -0,7       0,3

Opec crude 27,1 28,3 28,4 29,5 29,6 28,9

Source: Barclays Capital estimates as of August 18, 2004. IEA and DOE as of August  2004.

Estimated call on OPEC 2004
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Avg.04 Q105 Q205 Q305 Q405 Avg. 05

IEA 27,6 28,2 26,7 27,1 28,9 27,7

US DOE 27,9 29,9 28,2 29,0 30,4 29,4

*

Barclays Capital 28,6 29,7 28,1 29,2 31,5 29,6

Stockbuild 0,3 0,0 1,7 0,8 -1,4       0,3

Opec crude 28,9 29,7 29,8 30,0 30,1 29,9

Source: Barclays Capital estimates as of August 18, 2004. IEA and DOE as of August  2004.

Estimated call on OPEC 2005
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36Source: IEA Report



37Source: IEA Report
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Tanker price trends
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