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Abstract - The capital structure of the shipping business, which is characterized by its capital intensity and extreme market volatility,
1s closely related to long—term stability. Research in this area has been conducted mostly in the form of deriving the determinants of
capital structure from company-wise financial ratios. This research, on the other hand, has a difierent approach to the topic. It identifies
the relationship between actual cash profit and loss and other variables — i.e. actual vessel prices, interest rates and leverage ratio — by
employing historical simulation. The result demonstrates that the Panamax cash profit shows O (break-even point) when the debt weight
reaches 64.58% (debt ratio 180.74%) and the Cape, 75.04% (debt ratio 270.92%). Additionally, the ships of diflerent types show a divided
paltern or the pre— and post—'Super Boom' It indicates that the business area and the market cycle should be considered when a leverage
strategy is established. This research benefits shipping companies set a rational leverage strategy as well as delivers a reasonable
guideline to government authorities for the development of a sound policy on shipping finance.
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Fig. 4 Profit/Loss of Cape Bulk Carrier by Debt Weight
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Table 1 Average P/L per Ship by Debt Weight

Average P/L($)
Debt Weight
Panamax Bulk Cape Bulk
0<Debt Weight<0.05 34,695,133 68,162,500

0.05<Debt Weight<0.1 32,668,972 63,762,904
0.1<Debt Weight<0.15 29,640,752 59,642,412
0.15<Debt Weight<0.20 26,788,241 53,436,357
0.2=Debt Weight<0.25 24,003,313 47,563,467
0.25<Debt Weight<0.3 20,014,240 42,779,295
0.3=Debt Weight<0.35 17,920,389 39,080,609
0.35=Debt Weight<0.4 15,556,072 34,843,572
0.4=Debt Weight<0.45 12,118,586 29,295,050
0.45<Debt Weight<0.5 9,673,393 25,052,824
0.5=Debt Weight<0.55 6,194,790 18,023,884
0.55=<Debt Weight<0.6 4,253,394 17,528,597
0.6<Debt Weight<0.65 744,203 9,973,072
0.65=Debt Weight<0.7 -2,438,119 5,031,382
0.7<Debt Weight<0.75 -4,738,162 -881,919
0.75=Debt Weight<0.8 -7,038,219 -3,627,542
0.8=<Debt Weight<0.85 -9,761,053 -9,294,337
0.85=Debt Weight<0.9 -13,628,362 -14,501,335
0.9=Debt Weight<0.95 -15,009,161 -18,172,826
0.95<Debt Weight<1 -18,639,826 -22,539,785
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TZ2E 7R AT Average P/L($)
L . . e Y
O] EJ_?_J' Z}O]i o]§l. Ao]”ﬂﬁ’jg’] X]'O]f }?jtl}gl‘;q'g’] X}E‘?— o Panamax Bulk Cape Bulk
Z7F AFER Agoldllof 92 =& AVIERE A4l 9lo] 1990 21,137,075 49,482,332
oF & omsin, AEFx 2o HAAFS AASHE 3] 1991 21,203,903 42,497,372
t}. ol dl -7l HA Hau| Lol "oy ¢ g Ak 1992 18,836,429 41,259,960
Aol vt wE Hr= 24GFTS A Drobetz et al 1993 15,094,036 35,225,743
(2013) 2 Yeo(2018)2] A& W at) Hgk Aol £ 1994 2584890 24599109
de AuEfel ohg phlete] W market timing) T HF o DR 2B
1996 4,642,561 34,462,576
=z gl ol e = ) y B y
4% "Rk 3 Beje 1997 5,583,871 37,163,911
E— 1998 5,605,311 38,217,359
2008 32,431,461 86,582,991
2009 34,438,618 75,427,273
2010 7,159,389 2,002,252
2011 -14,330,334 -34,328,086
2012 6,634,903 22,725,586
2013 2,011,125 4,488,521
2014 10,008,323 4,825,754
2015 21,176,979 8,643,503
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Hdztzm FA o2 g s g B AT s A9
— AubEzl 25 &, A7ke) FAgk Aute]l A 7|3t AEdE
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Fig. 7 Profit/Loss of Cape Bulk Carrier by Year (orderbook) @] z}o] 502 ‘Super Boom' 7|7+S AF&E &
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