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Dear Customers and Partners:

Welcome to our 3rd Quarter Update, which includes information about the island's
economy and infrastructure, stabilizing the power grid, promoting renewable energy
sources, and the budget priorities of the Commonwealth for the next fiscal year.

The National Glory entered the Gulf Copper Shipyard in Galveston on July 1 for USCG-
recommended repairs in preparation for the Atlantic hurricane season. Anticipating a
two-week out-of-service period, we have chartered a barge to cover our cargo
commitments.

| am pleased to report that the National Glory is on schedule to complete drydock
work on time and depart Houston as per our published schedule on July 16th. | would
like to recognize the shipyard, Gulf Copper of Galveston, our technical manager, Pasha,
and our engineering team for making this a successful and smooth drydocking.

Industry and Infrastructure

| had the pleasure of attending the annual MIDA conference last week in San Juan.
MIDA is the Chamber of Food Marketing, Industry, and Distribution. It is one of the
largest conferences in Puerto Rico and covers the food and beverage industry. It was held
in the magnificent Convention Center in San Juan.

The convention center is a superb venue for conventions and main events and is the gem of
the Caribbean. With an abundance of 5-star hotels and fine dining options, Puerto Rico is
well-served and easily accessible. Boasting the cruise capital of the Caribbean, Puerto
Rico reminds me of the successful city-state of Singapore or the Emirate of Dubai, where
trade, tourism, financial services, and real estate flourish.

The infrastructure of Puerto Rico consists of eight airports, of which two are international,
serving 16 countries and 59 destinations. Add to this the 11 seaports, which provide state-
of-the-art container handling, bulk facilities, and cruise terminals.
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The global trade wars, with the use of tariffs, are positive for Puerto Rico. Government
officials from San Juan are traveling to international destinations, convincing companies to
relocate their manufacturing plants to the island, where they would be exempt from tariffs
when exporting to the mainland. Any relocation would be a boost to Puerto Rico’s economy
as it struggles to emerge from a historic bankruptcy.

The tariff issue presents a great opportunity to shift the government from federal
subsidies, which are waning, to commercial successes. So far, officials have identified
more than 75 international companies considering relocation. These include those in
aerospace, pharmaceuticals, and medical devices, which are proven industries in Puerto
Rico and offer the greatest potential.

The days of cottage industries in the 1930s are over. Textile manufacturing of the 1970s
gave way to the pharmaceutical industry, which today represents $25 billion worth of
exports. Vaccines, medications, hormones, and orthopedic items lead this vibrant industry.

While overall manufacturing employment dropped by 30% between 1995 and 2005, the
pharmaceutical/medical industries increased by 10%. If you buy Advil in the USA, itis
guaranteed to be made in Puerto Rico. The painful lesson from COVID demonstrated the
fact that the USA was dependent on China and India for our aspirin!

Stabilizing the Grid and Promoting Renewable Energy

To maintain and attract new industry to Puerto Rico, it is critical to stabilize the island-
wide grid. Fragile at best, the energy grid is the key to success or failure in attracting
industry and retaining population.

The grid remains the ‘Achilles Heel’ of the island. Governor Gonzalez is tackling the
problem head-on. She sent her two energy bills to the Assembly. The laws propose the
elimination of intermediate goals regarding renewable energy, deferring the deadline to
eliminate coal for electricity generation, and eliminating the goal of 30% energy efficiency
by 2040.

The ambitious goal of achieving 40% renewable energy by 2025 has fallen short, currently
standing at between 5% and 8%. Many factors, mainly COVID, have stymied progress.
Puerto Rico still generates coal-based electricity. With a goal to eliminate the use of coal by
2028, the government has taken a more realistic plan by extending the date to 2030.

Regarding “energy efficiency,” the Governor has proposed measures and programs to
reduce demand. Included are the replacement of incandescent light bulbs with more
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efficient LED options, and the replacement of electrical equipment that is renewable and
energy friendly.

The continuation of fossil fuel usage for the interim is realistic until the grid can operate
independently. While these new laws slow the growth of renewable energy goals, it should
be recognized that the goals are not forgotten but rather pushed out with a transition period
that relies on fossil fuels.

| believe one of the key successes in supporting this transition was the introduction by
Crowley of a large LNG carrier that is Jones Act-qualified. This enables the import of less
expensive LNG from the U.S. Gulf.

However, judging from the inbound cargo volumes, sustainable energy products are in free
flow to the island. Included are solar panels, batteries, and, to a lesser degree, wind energy
products. We have experienced a significant increase in cargo volumes related to
renewables.

The Island Economy and Federal Support

The FY 2026 budget for the Commonwealth became effective on July 1. Federal funding
made up 46% of Puerto Rico’s FY 2025 budget, up from 34% in FY 2017. This year’s
Fiscal Year will feel the impact of less federal funding. The emergency stimulus from
COVID is over. Approximately $345 million from the Department of Energy and $147 million
from the EPA have been cancelled. The tax bill passed by Congress and signed by President
Trump last week reduces Medicare and Medicaid benefits.

Top 10 U.S. States Dependent on Federal Funding
FY 2024 Federal Fund' % of Gross Domestic Product (GDP)*
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The NAP program (i.e., food stamps, and similar to the SNAP program on the mainland),
which impacts 43% of Puerto Rico’s population, will be reduced not in dollars but in buying
power. The 1.2% budget increase barely keeps pace with inflation. Growth is forecast to
remain flat.

However, there remains approximately $13 billion from FEMA, which is the unspent
carryover from the hurricanes of Maria and Fiona. This is primarily earmarked for grid
stabilization.

CW Budget
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On the bright side of the economy, tourism is booming, the real estate market is strong,
and manufacturing, benefiting from higher tariffs, is in the infancy stage in an effort
towards “re-shoring” and the promotion of products “Made in America.” While the real
estate market is booming, housing affordability is worsening.

Home prices are rising due to limited inventory and strong demand. Only 61% of medium-
income earners can afford a medium-priced home. This is down from 70% a year ago. The
growing gap is seen as a significant social issue.

The budget for this fiscal year promotes education by raising teachers’ salaries and
investing in the public school system to train and retain the local population, supporting
growth industries in pharmaceuticals, the energy grid, Al, and financial services.

It appears that outmigration has slowed significantly; however, the birth rate remains low,
presenting long-term demographic challenges.



g JATIONALW
SHIPPING OF AMERICA Page 5 of 5

With the absence of federal funds, Puerto Rico embarks on a future of relying on itself to
become strong and independent. The path is well charted.

Wishing you a Happy Summer!
Sincerely,

Toret Presn

Torey Presti
President



