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High commodity demand, a tailwind for dry bulk shipping stocks

Dry bulk equities (aggregate seven stocks under our coverage) posted 21% negative returns during the full year 2020. However, since 
the beginning of 2021, these stocks have registered a gain of 15.7% so far (as of 12 January 2021). Going forward, the stocks are 
expected to consolidate because the post-COVID-19 economic recovery in China has boosted the prices of many commodities from 
their lows in 2Q20. 

One of the biggest drivers of this recovery has been rally in iron ore prices on the back of the Chinese stimulus package, which weighted 
heavily on the manufacturing sector. Iron ore futures have been popular among some investors as a proxy for directional bets on the 
Chinese recovery, which led to growth in prices. This along with several issues tightened the physical supply of the metal.

However, the recent surge of 11% in the Baltic Dry Index on 8 January 2021 is attributed to coal as much as to iron ore. Cold weather in 
China has boosted demand for power across Chinese grids, in turn, increasing demand for coal. 

Talking about the futures market, iron ore can be represented by the iron ore fines 62% Fe CFR Futures traded on the Singapore 
commodity exchange, and coal can be represented by the Rotterdam coal futures. Both have been faring better than they were a year 
ago. Iron ore gained consistently throughout the year before skyrocketing in November and December. Meanwhile, coal futures had a 
rocky year, gaining ground only recently. 

Source: DMFR and Investing.com

Figure 1 Iron ore futures and coal futures (USD/contract)

What does this mean for dry bulk equities?

The post-pandemic recovery in demand for commodities makes the asset class attractive to many investors. The size of the fiscal and 
monetary measures that are being put in place to help the economies to recover will see a dramatic rise in government debt levels, and 
we can expect an increase in inflation rates. As the demand for goods and services improves, the price of goods and services will also 
rise, thereby increasing prices of the commodities used to produce those goods and services. The dual tailwinds of likely stimulus by 
respective governments and inflationary pressures may push the demand for dry bulk commodities and the dry bulk stock prices.  

We provide a correlation among miners, shippers and ore prices as all three are driven by demand for the commodity. The charts depict 
the trend of iron ore and coal prices against four key miners - Rio Tinto (RIO), Vale (VALE), Glencore (GLNCY) and BHP Billiton (BHP)- and 
three large vessel operators with a cape-dominated fleet: Star Bulk (SBLK), Golden Ocean (GOGL) and Diana Shipping (DSX).
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Conclusion:

The correlation numbers provide a strong insight into how stock prices behave in comparison with each other and commodity prices. 
Despite the same driving force, various operators show a different but consistent trend. In essence, dry bulk operators are expected 
to have a decent 1Q21, as the economic stimulus from respective governments will push the demand for commodities. Moreover, the 
subsiding of the pandemic, better supply-demand owing to low order book could lead to a surge in rates and stock prices.

Note: All the values have been indexed to 100 as of 13 January 2020 
Source: DMFR, Yahoo finance, WSJ.com and Investing.com

Note: All the values have been indexed to 100 as of 13 January 2020 
Source: DMFR, Yahoo finance, WSJ.com and Investing.com

Figure 2 Dry bulk operator’s stock performance against Iron ore and Coal Futures

Figure 3 Dry bulk operators’ stock performance against ore miners

0

50

100

150

200

Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20

Iron ore fines 62% Fe CFR Futures Rotterdam Coal Futures SBLK GOGL DSX

0

40

80

120

160

Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20

SBLK GOGL DSX RIO VALE Glencore BHP

http://www.drewry.co.uk


Event Update
14 January 2021High commodity demand, a tailwind for dry bulk shipping stocks

3

www.drewry.co.uk© Drewry Maritime Financial Research 2021

14 January 2021

Disclaimer

Drewry Maritime Financial Research (DMFR) is the marketing name of Drewry Financial 
Research Services Ltd.

DFRS is incorporated in the UK and is authorised to provide investment advice in 
accordance with and pursuant to the UK Financial Services and Markets Act of 2000 (the 
“FSMA”). Drewry Financial Research Services Ltd is a wholly owned subsidiary of Drewry 
Shipping Consultants Holdings Limited, which as a group is focused on maritime research 
and advisory services.

Drewry Financial Research Services Ltd. is authorised by the Financial Conduct Authority 
(FCA).

Firm FCA Ref No - 572297 

This email has been sent by Drewry Financial Research Services Ltd (DFRS or the 
“Company”) solely for the DFRS clients who are qualified parties as per FSMA guidelines. 
Whilst the Company believes the information it uses for research is from sources believed to 
be reliable, the Company does not make any representation or warranty, express or implied, 
as to its accuracy, completeness, timeliness or correctness for any particular purpose. 
The opinions and estimates included herein reflect the analysts’ views based on available 
information on the dates specified and these views may have changed without notice. 
Any recommendation contained herein does not have regard to the specific investment 
objectives, financial situation and the particular needs of any specific client. The information 
herein is published for clients only and is not to be taken in substitution for the exercise of 
judgement by the client, who should obtain separate legal or financial advice. The Company, 
or any of its related companies or any individuals connected with the Company, accepts no 
liability for any direct, special, indirect, consequential, incidental damages, or any other loss 
or damages of any kind arising from any use of the information herein (including any error, 
omission or misstatement herein, negligent or otherwise) or further communication thereof, 
even if the Company or any other person has been advised of the possibility thereof. The 
information herein is not to be construed as an offer or a solicitation of an offer to buy or sell 
any securities, futures, options or other financial instruments or to provide any investment 
advice or services. The Company and its associates, their directors, officers and employees 
may have positions or other interests in, and may effect transactions in, securities mentioned 
herein. DFRS does not seek to do business with any of the companies mentioned other 
than sell them these reports. However, other related parts of Drewry Shipping Consultants 
Holdings Limited may seek to provide “advisory services or the sale of other group research 
products” to companies mentioned in this report.

Drewry Maritime Financial Research
15-17 Christopher Street, London EC2A 2BS, United Kingdom
financialresearch@drewry.co.uk
Telephone: +44 20 7538 0191
Fax: +44 20 7987 9396
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Jurisdictions

The distribution of this email is governed by the UK Financial Services and Markets Act 
of 2000 (the “FSMA”) and is restricted to qualified parties as defined by the FSMA. The 
distribution of this email may be restricted by rules and regulations in certain jurisdictions. 
Persons into whose possession the email may come are required to inform themselves 
about and to comply with all applicable laws and regulations in force in any jurisdiction in 
or from which it invests or receives or possesses this email and must obtain any consent, 
approval or permission required under the laws and regulations in force in such jurisdiction.

For US Investors 
Drewry Financial Research Services (DFRS or the “Company”) is an independent research 
company and is not a registered investment adviser and is not acting as a broker dealer 
under any US federal or state securities laws. The Company does not provide individual 
investment advice or hold client money. As such, the Company is not required to be 
registered as an investment adviser.

Analyst certification

The research analyst(s) set out below certifies that a) all views expressed in this report 
accurately reflect his or her personal views about any and all of the securities or issuers and 
b) that no part of the analysts remuneration was, is, or will be directly or indirectly related 
to the specific implicit or explicit recommendations or views expressed by the research 
analyst(s) in this report.

Ishan Dafaria
Analyst - Dry Bulk and LPG shipping
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