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Highlights

•	 Eitzen Chemical reports EBITDA of USD 31.8 million for the 1st quarter of 2008, compared to USD 22.7 
million in the 4th quarter of 2007. 

•	 The increase reflects improved contract freight rates and operational efficiency. High bunkers costs and 
continued upwards pressure on operating expenses prevented further improvements in operating results.

•	 The 1st quarter market rates for the Eitzen Chemical fleet below 25,000 dwt were up by 1.6 % compared 
to the level in the previous quarter, while the vessels above 25,000 dwt reported average rate increases of 
36.0 % compared to the level in the 4th quarter.

•	 Net loss for the quarter was USD 12.6 million compared to a net loss of USD 19.5 million in the previous 
quarter. The net result was negatively impacted by USD 9.8 million in other financial costs, mainly 
unrealized currency losses related to purchase options in YEN on financially leased vessels.

•	 In February Eitzen Chemical took delivery of the 13,000 dwt Sichem Onomichi which raised the 
Company’s fleet to 64 vessels at the end of the 1st quarter.

•	 On 21 April the Company announced it had reached an agreement to sell four 13,000 dwt vessels currently 
under construction in South Korea. The total sale price is approximately USD 112 million. The Company 
expects to book a gain of around USD 12.5 million from the transaction over the next three quarters as 
the vessels are delivered.

Financial review 
Eitzen Chemical’s freight income on T/C basis was USD 75.9 million in the quarter, up from USD 66.3 million in 
the 4th quarter. Time-charter rates for the fleet below 25,000 dwt increased 1.6 % in the quarter, while the vessels 
above 25,000 dwt reported an increase of 36.0 %. The strong improvement, in particular for the larger vessels, 
mainly reflects improved contract freight rates. In addition, revenues were lifted by improved fleet utilization 
compared to the previous quarter.  

Operating expenses vessels were USD 34.9 million, compared to USD 35.4 million in the 4th quarter. The cost 
reduction was a result of lower repair and maintenance costs compared to the previous quarter, partly off set by 
other cost increases, in particular crew cost. General and administration expenses were USD 6.5 million (USD 9.1 
million in Q4).

EBITDA (earnings before interest, taxes, depreciations and amortizations) ended at USD 31.8 million for the 1st 
quarter of 2008 compared to USD 22.7 million in the previous quarter. 

No capital gains were booked in the 1st quarter compared to profit sale of assets of USD 2.7 million in the 4th 
quarter, A USD 0.9 million write down was taken in the 1st quarter to reflect the expected loss on sale of assets 
related to the sale of Siteam Leopard in the 2nd quarter of 2008. 

Depreciation and amortizations amounted to USD 21.9 million, compared to USD 23.4 million in the previous 
quarter. The reduction is a result of revised residual value estimates for the Company’s fleet due to the increase in 
demolition values, partly off set by the effect of the net fleet growth.

The operating result for the 1st quarter was USD 8.9 million compared to USD -0.7 million in the 4th quarter of 
2007.

Net interest was USD 11.7 million (USD 14.1 million Q4), following a reduction in average debt and lower interest 
rates. Other financial items amounted to USD -9.8 million (USD -5.4 million Q4) and are primarily net currency 
losses related to purchase options on vessels on financial lease.  USD -9.5 million of the currency losses were 
unrealized. 

Net loss for the quarter was USD 12.6 million compared to a net loss of USD 19.5 million in the previous 
quarter. 
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On the balance sheet total vessels’ book value was USD 1,546.6 million as of 31 March 2008, of which USD 318.5 
million are payments on newbuildings. Total interest bearing debt was USD 1,017.3 million, an increase of USD 
37.0 million during the quarter. Cash and cash equivalents amounted to USD 58.3 million (USD 105.1 million in 
Q4). 

Total equity at the end of the period was USD 648.5 million. As of 31 March the book equity ratio was 36.9 %, 
compared to 38.1 % at the end of Q4. The total number of shares outstanding was unchanged at 171,777,831 
during the quarter. The share price ended the quarter at NOK 17.00, down from NOK 22.90 at the beginning of 
the quarter.

Market conditions
As typically seen in the first quarter most years the volumes of chemicals moved was slower than the previous 
quarter. In the US Gulf to Asia trade lane this showed up in form of reduced freight rates, from a high of USD 75-
80 towards the end of the 4th quarter 2007 to about USD 65 at the end of the 1st quarter this year, while other trading 
lanes like US Gulf to North West Europe showed a more steady trend with rates remaining about the same as the 
previous quarter. The trades from to Asia and Europe from the Middle East Gulf trades showed rate increases in 
the 5 % and 13 % range, reflecting the growing demand for chemical tanker space in this market.

The transatlantic Clean Petroleum Products (CPP) market remained overall on level with the previous quarter but 
with quite substantial volatility and a softer undertone. The intra Asia market was very soft with periods of virtual 
no cargo movements, resulting in very soft freight rates in this area. On average across the CPP market the time 
charter earnings increased somewhat compared with the 4th quarter of 2007.

The average price of bunkers in the 1st quarter was about USD 450 per metric tons, about the same level as in the 4th 
quarter of 2007. We did, however, see a very strong surge in the bunker prices towards the end of the quarter when 
prices reached levels around USD 500 per metric tons. The majority of Eitzen Chemical contracts of affreightment 
have either bunker adjustment clauses incorporated or the bunker exposures are hedged at time of entering into 
contracts. The spot market business concluded on an on going basis is not hedged in this respect.

The average TCE for the Eitzen Chemical vessels below 25,000 dwt was up 1.6 % to USD 11,366 per day, from 
USD 11,190 per day in the 4th quarter of 2007. The TCE for the vessels above 25,000 TDW was up 36 % to USD 
17,126 per day, compared to USD 12,589 per day in the previous quarter.

EBITDA includes profit from sale of vessels. Q1 2006, Q2 2006 and 
Q3 2006 are pro forma figures.

Eitzen Chemical Index
The Eitzen Chemical Index (ECI) is based on the company’s sailed 
in time charter equivalent (TCE) earnings per day. All the company’s 
vessels in the relevant period are included. Hence, the average size 
and age of the vessels vary over time. The ECI is calculated using 
the days the vessels are available to earn revenue (Revenue Days), 
and includes revenue earned from CoA’s, FFA’s, vessels fixed in on 
T/C and bunkers hedges. ECI 100 is based on the TCE in 4th quarter 
2006. 

Below 25,000 dwt Q1’07 Q2’07 Q3’07 Q4’07 Q1’08

Average dwt 10,067 9,978 10,394 10,742 10,943

No. of vessels EOP 59.5 61.0 62.0 50.0 51.0

TCE - $/day 11,839 11,756 11,786 11,190 11,366

ECI 100 99 99 94 96

Above 25,000 dwt Q1’07 Q2’07 Q3’07 Q4’07 Q1’08

Average dwt 44,412 44,412 44,515 44,186 44,382

No. of vessels EOP 12.0 12.0 12.0 13.0 13.0

TCE - $/day 17,661 19,725 17,008 12,589 17,126

ECI 100 111 96 71 97

Eitzen Chemical Index
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Fleet development 
The Eitzen Chemical fleet consisted of 64 vessels at the end of the 1st quarter (of which 61 are owned or on financial 
lease, and three are on operational lease (time charter)), up from 63 vessels at the beginning of the quarter. 

The fleet of vessels below 25,000 dwt had a net increase of one vessel, the addition came from the delivery of 
Sichem Onomichi (13,000 dwt), in February. The vessel is on time charter with purchase option (financial lease).

At the end of the 1st quarter, Eitzen Chemical had 20 vessels below 25,000 dwt on order for delivery before 
2011. This includes the four 13,000 dwt newbuildings for which the Company has reached an agreement to sell 
on delivery as announced on 21 April. The total sale price is approximately USD 112 million, and the Company 
expects to book a profit sale of asset of around USD 12.5 million from the transaction. The gain will be booked 
over the next three quarters as the vessels are delivered. The first vessel is expected to be delivered in the second 
quarter, two are scheduled for the 3rd quarter and the fourth is expected to be delivered in the 4th quarter of 2008. 

The fleet of vessels above 25,000 dwt remained unchanged at 13 vessels during the 1st quarter. Consistent with 
the Company’s fleet renewal program, two 80’s built vessels have been sold with delivery in April 2008. Total 
proceeds from the sale of the 42,000 dwt Siteam Merkur and the 46,000 dwt Siteam Leopard is approximately 
USD 18 million, and the Company expects to book a profit sale of assets of USD 1.5 million from the transactions 
in the 2nd quarter. 

At the end of the 1st quarter, Eitzen Chemical had six vessels above 25,000 dwt on order for delivery before 2011. 
On 30 April Eitzen Chemical took delivery of the 46,000 dwt Siteam Voyager. The fully coated IMO II chemical 
tanker is the third vessel delivered to Eitzen Chemical under the eight vessel program at the Brodotrogir yard in 
Croatia. 

Strategy
Eitzen Chemical is continuing to focus on executing its strategy of positioning the Company as an industrial 
carrier of liquid chemical products. A significant portion of the seaborne transportation in the chemical market is 
done under contract of affreightments; hence, an integral part of the Company’s strategy is to increase its contract 
cover. The current contract cover is approximately 46%. The rationale for the contract cover is both to optimize 
the utilization of the fleet, as well as securing part of the future income. 

In order to optimize the organization of the Company’s fleet, all the vessels less than 8,000 dwt (all stainless steel 
vessels) are now commercially operated out of the Company’s office in Spain. Historically Eitzen Chemical has 
had a strong presence in the markets in the Mediterranean and the Continent, and the reorganization will improve 
the fleet coordination, strengthen our market presence and ensure that the services we offer our customers will be 
further enhanced. The Company has a total of 18 vessels including newbuildings in this class.

The strategy to phase out the older units is continuing. Two 1980’s built 45,000 dwt vessels have been sold and 
have already been delivered in the 2nd quarter.  The trading environment for the older units is increasingly becoming 
more difficult, as the customers’ demand for more modern vessels is becoming more predominant. Furthermore, 
there is an upward pressure on repair, maintenance and dry-docking costs especially effecting older vessels.

The Company has reached an agreement to sell four newbuildings being built in South Korea. The vessels were 
contracted in 2007 with an opportunistic strategy in mind, and the divestment is coherent with this strategy.

Outlook
Eitzen Chemical expects a steady chemical market in the short term, although there is likely going to be a typical 
seasonal summer slow down. The renewal of contracts is done at marginally higher rates, due consideration given 
to increased variable costs like bunkers and port expenses. The clean petroleum market is expected to remain 
volatile going forward, thus influencing parts of the Company’s trading routes.

The upward pressure on operating costs has continued. Crew cost is expected to increase around 10% in 2008. On 
the other side, the Company should experience some relief as the older vessels gradually are phased out, as these 
units typically are significantly more expensive to operate.

The fleet expansion and renewal program is continuing, with a total of 11 further vessels (excluding the four 
vessels sold) expected to be delivered in 2008, and another 11 vessels to be delivered in the following two years. 
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The vessels are coming from five different yards. The progress is satisfactory, and the capital expenditures are 
within budgets for all the yards, except one. One of the yards, which are committed to deliver three vessels to the 
Company, is experiencing delays and has requested additional payments beyond what the Company is contractually 
committed to pay. The potential financial implications for Eitzen Chemical as a result of this situation, is not likely 
to be significant.

The slow down in the growth in the World economy is likely to have an impact on the Company’s trading 
environment. In the longer term, the expected doubling of exports of petrochemical products out of the Middle 
East, over the next three years, coupled with strong demand from the Far East, will be an offsetting factor. There 
will be significant logistical challenges for the export out of the Middle East, which could lead to positive effects 
on the ton-mile matrix. The fact that four production areas in the World are emerging (US, EU, Far East and the 
Middle East) could lead to increased arbitrage of chemicals between the regions in the years to come, a factor 
that would be favorable to shipping. A strong demand for vegetable oils and bio fuels is still forecasted and will 
also be positive for the chemical market. With regards to the high order book, many of the vessels on order will 
not be suitable for the chemical trade. Hence, Eitzen Chemical continue to expect a stable trading environment in 
the chemical shipping market; however, newbuildings, scrapping and signs of a further slowdown in World GDP 
growth (or more precise, industrial production) needs to be monitored closely. 

Oslo, 13 May 2008

The Board of Directors of Eitzen Chemical ASA
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Income Statement
(USD ‘000)

2008
Q1

2007
Q4

2007
Q1

2007
12m

Freight income     120,143     103,639     105,802     447,545 
Voyage related expenses      (44,256)      (37,328)      (25,049)    (128,167)
Freight income on T/C basis       75,887       66,311       80,753     319,378 

Management fees and other income        1,513        1,558        1,788        7,221 
Profit sale of assets             -          2,731        2,316       20,576 
Gross profit       77,400       70,600       84,857     347,175 

Operating expenses vessels      (34,889)      (35,444)      (33,361)    (141,250)
Time-charter hire       (4,166)       (3,354)       (6,102)      (18,342)
General and administration expenses       (6,529)       (9,095)       (6,516)      (30,896)
EBITDA       31,816       22,707       38,878     156,687 

Write down of vessel          (934)             -               -               -   
Depreciation and amortization      (21,941)      (23,446)      (25,315)    (101,580)
Operating result (EBIT)        8,941          (739)       13,563       55,107 

Interest income        1,121        2,549           430        5,240 
Interest expenses      (12,789)      (16,653)      (13,251)      (61,338)
Other financial items       (9,846)       (5,447)           108        5,855 
Profit before tax      (12,573)      (20,290)           850        4,864 

Tax            (40)           741            (59)        3,866 
Net profit      (12,613)      (19,549)           791        8,730 

Earnings per share (basic/diluted) (USD) (0.07) (0.11) 0.00 0.05 

Key figures 2008
Q1

2007
Q4

2007
Q1

2007
12m

EBITDA (MUSD) 31.8 22.7 38.9 156.7 
EBIT (MUSD) 8.9 (0.7) 13.6 55.1 
Net interest bearing debt (MUSD)        959.0        875.3        980.4        875.3 
Equity ratio (a) 36.9 % 38.1 % 36.0 % 38.1 %
Return on equity (annualized) (b) -7.8 % -11.8 % 0.5 % 1.4 %
Return on capital employed (annualized) (c) 2.3 % -0.2 % 3.4 % 3.6 %
Average number of shares  171,777,831  171,777,831  170,779,315  171,532,450 

Number of shares  171,777,831  171,777,831  171,777,831  171,777,831 

Share price (NOK) 17.00 22.90 26.20 22.90

(a). (Equity / total assets) * 100

(b). (Net profit / average book equity)

(c). ((EBIT)/(Total assets - current liabilities))
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Balance Sheet
(USD ‘000) Note

2008
31.03

2007
31.12

Assets

Intangible assets        19,030        20,807 
Owned vessels 3       830,209       839,993 
Leased vessels 3       397,894       377,158 
Newbuilding contracts 3       318,525       262,974 
Other equipment             858             873 
Financial assets        31,718        23,960 
Total non-current assets    1,598,235    1,525,765 

Trade and other receivables        70,067        57,594 
Other current assets        30,224        19,368 
Cash and cash equivalents        58,293       105,067 
Total current assets       158,584       182,029 

Total Assets    1,756,819    1,707,794 

Equity and Liabilities

Equity       648,528       650,506 
Total equity 5       648,528       650,506 

Interest bearing debt 4       632,896       629,165 
Financial lease liabilities 4       297,652       265,304 
Other non-current liabilities          4,147          5,641 
Total non-current liabilities       934,695       900,110 

Trade and other payables        77,160        62,932 
Short-term interest bearing debt 4        73,922        73,960 
Short-term financial lease liabilities 4        12,785        11,908 
Other current liabilities          9,730          8,378 
Total current liabilities       173,596       157,178 

Total Liabilities    1,108,291    1,057,288 

Total Equity and Liabilities    1,756,819    1,707,794 



�

Changes in Equity 2008
Q1

2007
Q4

2007
Q1

2007
12m

Equity beginning of period    650,506    669,798    625,065    625,065 
Increase in share capital             -               -          6,512        6,512 
Net profit     (12,613)     (19,549)           791        8,730 
Currency adjustments        2,923           257        2,077        6,791 
Other changes        7,712             -               -          3,408 

Equity end of period    648,528    650,506    634,445    650,506 

            -   

Cash Flow Statement 2008
Q1

2007
Q4

2007
Q1

2007
12m

Net cash flow from operating activities      19,847      33,713      22,431    135,711 
Net cash flow from investing activities     (50,851)       (3,553)     (94,512)   (175,819)
Net cash flow from financing activities     (26,006)        5,725      85,743    106,445 
Net change in cash     (57,010)      35,885      13,662      66,337 
Cash balance beginning of period    105,067      76,657      47,604      47,604 
Net foreign exchange difference      10,237       (7,475)           130       (8,874)

Cash balance end of period      58,294    105,067      61,396    105,067 
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Notes to the accounts 

Note 1 – Accounting principles

Basis of preparation

The interim consolidated financial statements for Eitzen Chemical have been prepared in accordance with International Accounting 
Standard IAS 34 “Interim Financial Reporting”. 

Significant accounting principles

The interim consolidated financial statements do not include all the information and disclosures required in the annual financial 
statements, and should be read in conjunction with the annual financial statements as at 31 December 2007. Accounting principles 
used to prepare these interim financial statements are consistence with those used to prepare the annual financial statements. 

All transactions between related parties take place at arm’s length basis. 

Note 2 – Segment information 

2008
Q1

2007
Q4

2007
Q1

2007
12m

Above 25,000 dwt

Gross profit      21,156      19,130      21,544      84,529 

     Profit sale of assets            -         1,635            -         4,320 

EBITDA        9,129        6,760        8,872      37,448 

EBIT        1,543          (860)           415        6,370 

Below 25,000 dwt

Gross profit      52,339      48,420      60,363    251,824 

     Profit sale of assets            -            829       2,316      15,966 

EBITDA      25,244      23,397      33,707    138,796 

EBIT      10,339        8,140      17,463      70,670 

Corporate/Eliminations

Gross profit        3,905        3,050        2,950      10,822 

     Profit sale of assets            -            267            -            290 

EBITDA       (2,557)       (7,450)       (3,701)     (19,557)

EBIT       (2,940)       (8,019)       (4,315)     (21,933)
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Note 3 – Vessels

Figures in USD ‘000 
Owned 

vessels 
Leased 
vessels 

Vessels under 
construction 

Other fixed 
assets Total 

At 1 January 2007 585,093 504,393 328,766 1,848 1,420,100 

Additions 48,473 64,168 301,162 419 414,222 

Reclassification, incl from intangible assets 383,074 9,579 (366,935)               -   25,718 

Disposals (202,902) (190,167)                -   (1,027) (394,096)

Acquisition through business combination 78,715               -                  -                 -   78,715 

Depreciation charge for the period (68,140) (24,958)                -   (476) (93,574)

Currency adjustments 15,680 14,143 (19) 109 29,913 

At 31 December 2007 839,993 377,158 262,974 873 1,480,998 

Additions 1,228 24,990 55,551 29 81,798 

Write-down (934)               -                  -                 -   (934)

Depreciation for the period (15,839) (4,253)                -   (70) (20,163)

Currency adjustments 5,762               -                  -   27 5,788 

At 31 March 2008 830,209 397,895 318,525 859 1,547,487 

Effective from 1 January 2008 Eitzen Chemical has revised the residual value estimate for the Company’s vessels. The residual 
values are based on a demolition steel value of USD 500 per light weight ton, and accounted for according to IAS 16.

Note 4 – Interest bearing debt 

Figures in USD ‘000 Bond loan
Credit 

facilities
Other bank 

loan
Lease 

liabilities Total

Balance 31.12.2007 113,391 522,660 67,074 277,212 980,337 

Additions              -   46,093 362 24,990 71,445 

Installments              -   (48,887) (1,868) (2,979) (53,734)

Amortisations 124 16 76                   -   216 

Currency adjustments 5,956              -   1,823 11,212 18,991 

Balance 31.03.2008 119,471 519,882 67,467 310,435 1,017,255 

Note 5 – Share capital and share premium  

Number of 
shares Share capital

Share 
premium

Total paid in 
capital

At 31 December 2006  170,574,140 26,103 727,849      753,952 

Issued on 16 March 2007 in connection with acquisition 1,203,691 195 6,317 6,512

Share premium reserve converted - - -727,848 -727,848

At 31 December 2007 171,777,831 26,298 6,318 32,616

At 31 March 2008 171,777,831 26,298 6,318 32,616
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Note 6 – Subsequent events 

On 5 March 2008 the Company announced that it had reached an agreement to sell the 42,000 dwt Siteam Merkur built in 1981. 
The delivery took place 25 April. The Company expects to book a gain of approximately USD 1.5 million in the second quarter.

On 18 April 2008 the Company announced that it had reached an agreement to sell the 46,000 dwt Siteam Leopard, built in 1985. 
The delivery took place 29 April. The Company has booked a write down of USD 0.9 million in the first quarter due to expected 
loss from the sale.

On 21 April the Company announced it had reached an agreement to sell four 13,000 dwt vessels currently under construction 
in South Korea. The total sale price is approximately USD 112 million, and the Company expects to book a profit sale of asset 
of around USD 12.5 million from the transaction. The gain will be booked over the next three quarters as the vessels are 
delivered. The first vessel is expected to be delivered in the second quarter, two are scheduled for the 3rd quarter and the fourth 
is expected to be delivered in the 4th quarter of 2008. 
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