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— TORM

We are continuing our coverage of shipping companies with this report on Torm
PLC. Our analyses of lessor Danaos and LNG shipper Cool Co are also available
in our library. Shares of shipping companies have declined across various
shipping categories due to falling rates. Further downside for rates is likely if the
Gaza conflict and the Ukraine war come to an end. Larger tanker rates have
recently spiked, while smaller tanker rates have declined. This spike was driven
by recent U.S. Treasury Department sanctions against 180 vessels, primarily
larger tankers, involved in shipping Russian oil.

Torm’s fleet consists of smaller-sized tankers ranging from 45,000 to 115,000
DWT (deadweight tons), which are typically less than half the size of
supertankers. The company currently operates 96 vessels, and "the main fleet
is comprised of LR1, LR2 and MR vessels." Smaller tankers are primarily used to
transport refined petroleum products such as diesel fuel and gasoline. The fleet
is mainly operated in the spot market. In 2022, the company experienced a
significant increase in revenue and profitability due to disruptions caused by the
Ukraine war. Revenues rose by over 150%, and profits surged to $7.48 per share
in 2023, compared to $2.24 in 2019. Since Torm uses a fixed ratio of
approximately 89% of net income to determine its dividend, the dividend per
share also rose sharply to around $7 in 2023.

At this point, it appears likely that the Gaza and Ukraine wars—key drivers of
higher tanker rates—may come to an end. As a result, we anticipate the
company will experience a 40—60% decline in revenues from the mid-2024 highs
through 2027. Torm has a strong balance sheet, which we expect to continue
improving through 2027. We are forecasting growth in cash and cash
equivalents to $948 million by 2027, before accounting for projected capital
expenditures of $150—-250 million, which may include drydocking or purchasing
new tankers. During the Third Quarter conference call, management stated:
“We have no major Capex commitments at the moment.”

Overall, Torm has a solid balance sheet, and there is a possibility that rates could
remain higher than our current predictions. Investors should wait for more
stability in tanker rates and possibly the resolution of both conflicts before
initiating a position. Torm is well-managed, with a strong book value per share
of $21. The forecasted cash buildup is substantial. Potential investors are
advised to monitor the shares and tanker rates for an opportune entry point.
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TORM PLC $19.16/Recommendation: REDUCE, target $16.00

Company Stats & Estimates $

Shares Outstanding 94
Equity Market Cap 1,809
EBITDA 2025 est. 433
EV EBITDA Multiple 2026 8.93
2025 EPS 2.19
2026 EPS 0.73
2025 Cash Flow Yield 20.85%
2026 Dividend Coverage % 392%
2026 Current Cash Flow Yield 13.25%
Enterprise Value 2,638
Long-Term Debt 1,227
Book Value / Share $21.63
2025 Dividend Yield 10.14%
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https://www.broxtoncapital.com/contact
https://www.broxtoncapital.com/library
https://www.eia.gov/todayinenergy/detail.php?id=17991
https://www.torm.com/investor/why-invest/default.aspx
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Revenue Projection

BROXTON CAPITAL ADVISORS TRMD as of 9/30/2024

Sunday, January 26, 2025

share price $19.16

PROJECTIONS IN MM fiscal yr 2025 2026 2027

Income Statement

Revenue 1,140 992 992

Operating Expenses 878 867 871

Operating Income 263 125 121
| Operating Income % 23.04% 12.63% 12.19%

Net Income 207 70 65

Net Income / Share GAAP 2.19 0.73 0.69
| EBITDA 433 295 291

Cash Flow 377 240 235

EV EBITDA multiple 6.10 8.93 9.07

Per Share dividend 1.94 0.64 0.60

Projected Gross Dividend 183 61 57

Projected Dividend Coverage % 206% 392% 411%

Cash Flow Yield 20.8% 13.3% 13.0%

Valuations

Available Dist. Earnings Yield 20.8% 13.3% 13.0%
| Projected Dividend Yield 10.1% 3.4% 3.1%

PE ratio 8.7 26.1 27.8

Enterprise Value 2,638 2,638 2,638

Equity Market Cap 1,809 1,809 1,809

Capital Structure

Shares outstanding mm 94

Long-Term Debt 1,227

Cash + cash Build (pre capex) 592 770 948

Liquidity as of 9/30/24

Cash 398

Borrowing Availability est. 150 +

Total Current Assets 694

Current Liabilities 280

Current Ratio 248%

Book Value

Equity Net $2,042

Book Value / Share $21.63
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Disclosures

Broxton Capital Advisors (BCA) is an investment manager located in San Juan, Los Angeles and Memphis. Returns of Broxton
composites shown are calculated using a composite of accounts, the average account will not match the composite return,
and the return will be higher or lower. Furthermore, some platforms where the composites are managed have restrictions
on securities types which causes further deviation. Please obtain further information by contacting us and or accessing BCA's
website or form ADV. Opinions expressed are as of the current date and subject to change without notice. BCA, Inc. shall
not be responsible for any trading decisions, damages, or other losses resulting from, or related to, the information, data,
analyses or opinions contained herein or their use, which do not constitute investment advice, are provided as of the date
written, and are provided solely for informational purposes. This newsletter, including its data and commentary, is for
informational purposes only and has not been tailored to suit any individual. References to specific securities or investment
options should not be considered an offer to purchase or sell that specific investment. There is no guarantee that the
objective of any investment strategy will be achieved. Employees of BCA or its affiliates may have holdings in the stocks
shown herein. All data presented is based on the most recent information available to BCA as of the date indicated and may
not be an accurate reflection of current data. There is no assurance that the data will remain the same. This commentary
contains or may contain certain forward-looking statements. Forward-looking statements involve known and unknown risks,
uncertainties and other factors which may cause the actual results to differ materially and/or substantially from any future
results, performance or achievements expressed or implied by those projected in the forward-looking statements for any
reason. Price targets are mentioned for information purposes only. Nothing contained herein constitutes a recommendation
to purchase or sell securities at any designated price or time. Broxton composite performance figures are net of fees and
reflective of dividend reinvestment. As always, past performance does not guarantee future results. Any intra quarter
performance presented may change with additional auditing. Nothing contained herein constitutes a recommendation to
purchase or sell securities at any designated price or time. SEC Rule 206(4)-1 disclosure: this report is approved by the CCO
of Broxton Capital. Individuals should consider the inherent risks before investing and this report should not be construed
as advice tailored to an individual’s investment criteria or objectives. In the normal course of our communications or reports,
we analyze, review and discuss current, past and possible future securities holdings. In the case of any security reviewed by
us, it should not be assumed that recommendations made in the future will be profitable or will equal the performance of
any profitable security that is reviewed or discussed. Also, from time-to-time we may also discuss and display, charts, graphs,
formulas which are not intended to be used by themselves to determine which securities to buy or sell, or when to buy or
sell them. Such charts and graphs offer limited information and should not be used on their own to make investment
decisions. Please obtain further information by contacting us and or accessing BCA’s website or form ADV.
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