UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 20-F
(Mark One)

[0 REGISTRATION STATEMENT PURSUANT TO SECTION 12(b) OR (g) OF THE SECURITIES
EXCHANGE ACT OF 1934

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934 FOR THE FISCAL YEAR ENDED DECEMBER 31, 2012

[ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

[0 SHELL COMPANY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934

COSTAMARE INC.

(Exact name of Registrant as specified in its charter)

NOT APPLICABLE

(Translation of Registrant’s name into English)

Republic of The Marshall Islands
(Jurisdiction of incorporation or organization)
60 Zephyrou Street &

Syngrou Avenue
17564 Athens Greece
(Address of principal executive offices)
Konstantinos Zacharatos Secretary
60 Zephyrou Street &

Syngrou Avenue
17564 Athens Greece

Greece Telephone : +30-210-949-0050 Facsimile : +30-210-949-6454

(Name, Address, Telephone Number and Facsimile Number of Company contact person)

SECURITIES REGISTERED OR TO BE REGISTERED PURSUANT TO SECTION 12(b) OF THE ACT:

Title of Each Class Name of Each Exchange on Which Registered
Common Stock, $0.0001 par value per share New York Stock Exchange
Preferred stock purchase rights New York Stock Exchange

SECURITIES REGISTERED PURSUANT TO SECTION 12(g) OF THE ACT: None

SECURITIES FOR WHICH THERE IS A REPORTING OBLIGATION PURSUANT TO SECTION 15(d)
OF THE ACT: None

Indicate the number of outstanding shares of each of the issuer’s classes of capital or common stock as of the close of
the period covered by the annual report. As of December 31, 2012, there were 74,800,000 shares of the registrant’s common
stock outstanding.

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes[] No

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports
pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934.  Yes [1 No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to
file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No [

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and post
such files). Yes No [

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer [] Accelerated filer Non-accelerated filer []

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements
included in this filing.

U.S. GAAP [X] International Financial Reporting Standards as issued by the International Accounting Standards
Board [] Other []

If “Other” has been checked in response to the previous question, indicate by check mark which financial
statement item the registrant has elected to follow. Item 17 [J Item 18 [

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule
12b-2 of the Exchange Act). Yes [] No




TABLE OF CONTENTS

Page

ABOUT THIS REPORT . ... e il
FORWARD-LOOKING STATEMENTS ... e 1l
P A R I . 1
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND

ADVISERS .. 1
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE .................. 1
ITEM 3. KEY INFORMATION. .. ..o 1
ITEM 4. INFORMATION ON THE COMPANY ... .ottt 30
ITEM 4.A. UNRESOLVED STAFF COMMENTS ... 47
ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS......... 48
ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES.......... 81
ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY

TRANSACTIONS .. 85
ITEM 8. FINANCIAL INFORMATION ... 91
ITEM 9. THE OFFER AND LISTING ... 92
ITEM 10. ADDITIONAL INFORMATION. ..o 92
ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT

MARKET RISK .. e 108
ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUITY

SECURITIES . ... e e 110
PART I6. . 111
ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES ... 111
ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY

HOLDERS AND USE OF PROCEEDS ..., 111
ITEM 15. CONTROLS AND PROCEDURES ... ... 111
ITEM 16.A. AUDIT COMMITTEE FINANCIAL EXPERT .........c.c.coiiiiiiie... 112
ITEM 16.B. CODE OF ETHICS. . ... e 112
ITEM 16.C. PRINCIPAL ACCOUNTANT FEES AND SERVICES................... 112
ITEM 16.D. EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT

COMMITTEES . . e 113
ITEM 16.E. PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND

AFFILIATED PURCHASERS . ... e 113
ITEM 16.F. CHANGE IN REGISTRANT’S CERTIFYING ACCOUNTANT ......... 113
ITEM 16.G. CORPORATE GOVERNANCE ... 113
ITEM 16.H. MINE SAFETY DISCLOSURE ... ..o e 114
PART II5. .. e e e 115
ITEM 17. FINANCIAL STATEMENTS. ... e 115
ITEM 18. FINANCIAL STATEMENTS .. ..o 115
ITEM 19. EXHIBIT S .. e 115
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS ..., F-1



ABOUT THIS REPORT

In this annual report, unless otherwise indicated, references to “Costamare”, the “Company”,
we”, “our”, “us” or similar terms when used in a historical context refer to Costamare Inc., or any

one or more of its subsidiaries or their predecessors, or to such entities collectively.
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FORWARD-LOOKING STATEMENTS

All statements in this annual report that are not statements of historical fact are “forward-
looking statements” within the meaning of the United States Private Securities Litigation Reform
Act of 1995. The disclosure and analysis set forth in this annual report includes assumptions,
expectations, projections, intentions and beliefs about future events in a number of places,
particularly in relation to our operations, cash flows, financial position, plans, strategies, business
prospects, changes and trends in our business and the markets in which we operate. These
statements are intended as forward-looking statements. In some cases, predictive, future-tense or
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forward-looking words such as “believe”, “intend”, “anticipate”, “estimate”, “project”, “forecast”,
“plan”, “potential”, “may”, “should”, “could” and “expect” and similar expressions are intended to
identify forward-looking statements, but are not the exclusive means of identifying such statements.
In addition, we and our representatives may from time to time make other oral or written
statements which are forward-looking statements, including in our periodic reports that we file with
the Securities and Exchange Commission (“SEC”), other information sent to our security holders,

and other written materials.
Forward-looking statements include, but are not limited to, such matters as:

e general market conditions and shipping industry trends, including charter rates, vessel values
and factors affecting supply and demand;

e our continued ability to enter into time charters with our customers, including the re-
chartering of vessels upon the expiry of existing charters, or to secure profitable employment
for our vessels in the spot market;

e our contracted revenue;
e future operating or financial results and future revenues and expenses;

e our financial condition and liquidity, including our ability to make required payments under
our credit facilities, comply with our loan covenants and obtain additional financing in the
future to fund capital expenditures, acquisitions and other corporate activities, as well as our
ability to refinance indebtedness;

e the overall health and condition of the U.S. and global financial markets, including the value
of the U.S. dollar relative to other currencies;

¢ the financial stability of our counterparties, both to our time charters and our credit facilities,
and the ability of such counterparties to perform their obligations;

e future, pending or recent acquisitions of vessels or other assets, business strategy, areas of
possible expansion and expected capital spending or operating expenses;

e our expectations relating to dividend payments and our ability to make such payments;

e our expectations about availability of existing vessels to acquire or newbuilds to purchase, the
time that it may take to construct and deliver new vessels, including our newbuild vessels
currently on order, or the useful lives of our vessels;

e availability of key employees and crew, length and number of off-hire days, dry-docking
requirements and fuel and insurance costs;

e our anticipated general and administrative expenses;

e our ability to leverage to our advantage our managers’ relationships and reputation within the
container shipping industry;

e expected compliance with financing agreements and the expected effect of restrictive
covenants in such agreements;
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e environmental and regulatory conditions, including changes in laws and regulations or actions
taken by regulatory authorities;

e risks inherent in vessel operation, including terrorism, piracy and discharge of pollutants;
e potential liability from future litigation; and
e other factors discussed in “Item 3. Key Information—D. Risk Factors” of this annual report.

Many of these statements are based on our assumptions about factors that are beyond our
ability to control or predict and are subject to risks and uncertainties that are described more fully
in “Item 3. Key Information—D. Risk Factors” of this annual report. Any of these factors or a
combination of these factors could materially affect future results of operations and the ultimate
accuracy of the forward-looking statements. Factors that might cause future results to differ include,
but are not limited to, the following:

e changes in law, governmental rules and regulations, or actions taken by regulatory authorities;
e changes in economic and competitive conditions affecting our business;

e potential liability from future litigation;

e length and number of off-hire periods and dependence on affiliated managers; and

e other factors discussed in “Item 3. Key Information—D. Risk Factors” of this annual report.

We caution that the forward-looking statements included in this annual report represent our
estimates and assumptions only as of the date of this annual report and are not intended to give any
assurance as to future results. Assumptions, expectations, projections, intentions and beliefs about
future events may, and often do, vary from actual results and these differences can be material. The
reasons for this include the risks, uncertainties and factors described under “Item 3. Key
Information—D. Risk Factors”. As a result, the forward-looking events discussed in this annual
report might not occur and our actual results may differ materially from those anticipated in the
forward-looking statements. Accordingly, you should not unduly rely on any forward-looking
statements.

We undertake no obligation to update or revise any forward-looking statements contained in
this annual report, whether as a result of new information, future events, a change in our views or
expectations or otherwise. New factors emerge from time to time, and it is not possible for us to
predict all of these factors. Further, we cannot assess the impact of each such factor on our business
or the extent to which any factor, or combination of factors, may cause actual results to be
materially different from those contained in any forward-looking statement.
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PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.
ITEM 3. KEY INFORMATION
A. Selected Financial Data

The following table presents selected consolidated financial and other data of Costamare Inc.
for each of the five years in the five-year period ended December 31, 2012. The table should be
read together with “Item 5. Operating and Financial Review and Prospects”. The selected
consolidated financial data of Costamare Inc. is a summary of, is derived from, and is qualified by
reference to, our audited consolidated financial statements and notes thereto, which have been
prepared in accordance with U.S. generally accepted accounting principles, or “U.S. GAAP”. Our
audited consolidated statements of income, stockholders’ equity and cash flows for the years ended
December 31, 2010, 2011 and 2012 and the consolidated balance sheets at December 31, 2011 and
2012, together with the notes thereto, are included in “Item 18. Financial Statements” and should be

read in their entirety.

STATEMENT OF INCOME
Revenues:

Voyage revenue ................

Expenses:

Voyage expenses ...............

Voyage expenses—related

parties. ......c.ooueviiiiii...

Charter agreement early

termination fee...............
Vessels’ operating expenses. . .. .

General and administrative

exXpenses. ... ..ol

Management fees—related

parties. ......coviiiiiian...

Amortization of dry-docking and

special survey costs............
Depreciation.....................
(Gain) / loss on sale of vessels ..
Foreign exchange (gains) / losses..
Other income / (expenses).......

Operating income ...............

Other Income (expenses):
Interest income..................

Gain (loss) on derivative
instruments....................

Total other income (expenses). ..

Net Income......................

Earnings per common share,
basic and diluted ..............

Weighted average number of
shares, basic and diluted ......

Year Ended December 31,

2008

2009

2010

2011

2012

(Expressed in thousands of U.S. dollars, except for share and per share data)

$ 426348 $ 399939 $ 353,151 $ 382,155 $ 386,155
3,735 3,075 2,076 4218 5,533

— — 410 2877 2,873

— — 9,500 — —
148,350 114,515 102,771 110,359 112,462
2,608 1,716 1,224 4958 4,045
13,541 12,231 11,256 15,349 15,171
6,722 7,986 8,465 8,139 8,179
72,256 71,148 70,887 78,803 80,333
(95) (2,854) (9,588)  (13,077) 2,796

(235) 535 273 (133) (110)

(37) — — — —

$ 179503 $ 191,587 $ 155877 $ 170,662 $ 154,873
$ 55758 2672 % 1449 § 477 $ 1495
(68,420)  (86,817)  (71.949)  (75441)  (74,734)
109 3,892 306 603 (43)
(16,988) 5,595 (4,459) (8,709) (462)

$ (79724) 8 (74658) $  (74.653) $  (83.070) §  (73.744)
$ 99779 $ 116929 $ 81224 $ 87592 $ 81,129
$ 212 $ 249 $ 165 $ 145 $ 1.20

47,000,000 47,000,000 49,113,425 60,300,000 67,612,842



Year Ended December 31,

2008 2009 2010 2011 2012
(Expressed in thousands of U.S. dollars, except for share, per share and
ratio data)
OTHER FINANCIAL DATA
Net cash provided by operating
ACtiVItieS ... vvveii i $ 247,518 $ 161,893 $§ 127,946 $ 195,179 $ 168,114
Net cash (used in) provided by
investing activities ................... (138,301) 12,811 (23,850) (283,758) (236,509)
Net cash (used in) provided by
financing activities ................... (22,529)  (252,684) 43,396 26,801 237,720
Net increase (decrease) in cash and
cash equivalents ..................... 86,688 (77,980) 147,492 (61,778) 169,325
Dividends and distributions paid....... (279,778)  (161,230)  (10,000)  (61,506)  (73,089)
Ratio of earnings to fixed charges® ... 2.00 2.16 2.18 241 2.54
BALANCE SHEET DATA (at period end)
Total current assets .................... $ 121,495 $§ 48305 $ 211,212 $ 138,851 $§ 299,924
Total assets ........covininniiinn. 1,815,500 1,710,300 1,828,782 1,982,545 2,311,334
Total current liabilities................. 287,534 183,271 184,788 226,589 249,411
Total long-term debt, including current
POTHION .. ovvii i 1,529,948 1,435,593 1,341,737 1,443420 1,561,889
Total stockholders’ equity.............. (10,750) 155,222 362,142 329,986 520,452
Average for the Year Ended December 31,
2008 2009 2010 2011 2012
FLEET DATA
Number of vessels ..................... 52.8 47.3 42.4 47.8 46.8
TEU capacity ........oovviiieiiin.. 226,878 218,733 211,185 231,990 237,975

() We have not issued any preferred stock as of the date of this prospectus. Accordingly, the ratio
of earnings to combined fixed charges and preference dividends is equivalent to the ratio of
earnings to fixed charges. For the purpose of computing the consolidated ratio of earnings to
fixed charges, earnings consist of net income plus fixed charges less interest capitalized. Fixed
charges consist of interest expensed and capitalized, amortization and write-off of capitalized
expenses relating to indebtedness.

B. Capitalization and Indebtedness

The following table sets forth our (i) cash and cash equivalents, (ii) restricted cash and (iii)
consolidated capitalization as of December 31, 2012:

This information should be read in conjunction with “Item 5. Operating and Financial Review
and Prospects”, and our consolidated financial statements and the related notes thereto included
elsewhere in this annual report.



As of December 31, 2012
(Expressed in thousands of U.S. dollars)

Cash and cash equivalents ............ .. .. .. .. .. ... .. $ 267,321
Restricted cash. . ... $ 47322
Debt:

Total long-term debtMW® . .. ... . $1,561,889

Stockholders’ equity:

Common stock, par value $0.0001 per share; 1,000,000,000 shares
authorized on an actual basis and 1,000,000,000 shares
authorized on an as adjusted basis; 74,800,000 shares issued and

outstanding on an actual basis................c it $ 8
Additional paid-in capital .......... ..ot $ 714,100
Accumulated deficit. ... ... ..ot (40,814)
Accumulated other comprehensive 10ss ...........coovvuiiiina. (152,842)

Total stockholders’” equity .........coovieiiiiiiiiiinnnen... 520,452
Total capitalization. ............oviiiieririniiiiananannnn. $2,082,341

M As of December 31, 2012, we had $532.7 million of undrawn borrowing capacity under our
committed credit facilities for newbuilds on order. See “Item 5. Operating and Financial Review
and Prospects—B. Liquidity and Capital Resources—Credit Facilities”.

@ All of our existing indebtedness is secured.

C. Reasons for the Offer and Use of Proceeds
Not applicable.

D. Risk Factors
Risks Inherent in Our Business

Our growth depends upon continued increases in world and regional demand for chartering
containerships, and the continuing global economic slowdown may impede our ability to continue
to grow our business.

The ocean-going container shipping industry is both cyclical and volatile in terms of charter
rates and profitability. Containership charter rates peaked in 2005 and generally stayed strong until
the middle of 2008, when the effects of the recent economic crisis began to affect global container
trade, driving rates to their 10-year lows.

Demand for containerships declined significantly during 2008 and 2009. In late 2009 and 2010,
there was improvement on Far East-to-Europe and trans-Pacific container trade lanes, alongside
improvements also witnessed on other, non-main lane, trade routes including certain intra-Asia and
North-South trade routes. However, from the end of the second quarter of 2011, container trade
overall has weakened. In 2012, the impact of the continuing European sovereign debt crisis and
global economic slowdown, as well as uncertainty regarding the resolution of the “fiscal cliff” in the
United States, negatively impacted international trade while the supply of containerships continued
to rise. However, global trade volumes appeared to stabilize towards the end of 2012. Average
freight rates continued to decrease in 2012 apart from a short period in the second quarter as liner
companies continued to experience a drop-off in container shipping activity. The continuation of
such decreased freight rates or any further declines in freight rates would negatively affect the liner
companies to which we seek to charter our containerships. The economics of our business have also
been affected negatively by the large number of containership newbuild vessels ordered prior to the
onset of the downturn. Accordingly, weak conditions in the containership sector may affect our
ability to generate cash flows and maintain liquidity, as well as adversely affect our ability to obtain
financing.



The factors affecting the supply and demand for containerships are outside of our control, and
the nature, timing and degree of changes in industry conditions are unpredictable. The factors that
influence demand for containership capacity include:

e supply and demand for products shipped in containers;

e changes in global production of products transported by containerships;
e global and regional economic and political conditions;

e developments in international trade;

e environmental and other regulatory developments;

e the distance container cargo products are to be moved by sea;

e changes in seaborne and other transportation patterns;

e port and canal congestion; and

e currency exchange rates.

The factors that influence the supply of containership capacity include:
e the availability of financing;

e the price of steel and other raw materials;

e the number of newbuild vessel deliveries;

e the availability of shipyard capacity;

e the scrapping rate of older containerships;

e the number of containerships that are out of service;

e changes in environmental and other regulations that may limit the useful lives of
containerships;

e the price of fuel; and
e the economics of slow steaming.

Our ability to re-charter our containerships upon the expiration or termination of their current
time charters and the charter rates payable under any renewal options or replacement time charters
will depend upon, among other things, the prevailing state of the containership charter market,
which can be affected by consumer demand for products shipped in containers. If the charter market
is depressed when our containerships’ time charters expire, we may be forced to re-charter our
containerships at reduced or even unprofitable rates, or we may not be able to re-charter them at
all, which may reduce or eliminate our earnings or make our earnings volatile. The same issues will
be faced if we acquire additional vessels and attempt to obtain multi-year time charters as part of
our acquisition and financing plan.

Our liner company customers have been placed under significant financial pressure, thereby
increasing our charter counterparty risk.

The continuing weakness in demand for container shipping services and any future declines in
such demand could result in financial challenges faced by our liner company customers and may
increase the likelihood of one or more of our customers being unable or unwilling to pay us
contracted charter rates. We expect to generate most of our revenues from these charters and if our
charterers fail to meet their obligations to us, we will sustain significant losses which could have a
material adverse effect on our financial condition and results of operations.

An oversupply of containership capacity may prolong or further depress the current charter rates
and adversely affect our ability to re-charter our existing containerships at profitable rates or at
all.

From 2005 through the first quarter of 2010, the percentage of the containership order-book was
at historically high levels. Although order-book volumes have decreased as deliveries of previously
ordered containerships increased substantially, some renewed ordering in late 2012 and early 2013 of



mainly larger vessels has maintained the order-book at above average levels. An oversupply of
newbuild vessel and/or re-chartered containership capacity entering the market, combined with any
future decline in the demand for containerships, may result in a reduction of charter rates and may
decrease our ability to re-charter our containerships other than for reduced rates or unprofitable
rates, or we may not be able to re-charter our containerships at all.

Weak economic conditions throughout the world, particularly the Asia Pacific region and recent
EU sovereign debt default fears, could have a material adverse effect on our business, financial
condition and results of operations.

The global economy remains relatively weak, when compared to the period prior to the 2008-
2009 financial crisis. The current global recovery is proceeding at varying speeds across regions and
is still subject to downside risks stemming from factors like fiscal fragility in advanced economies,
highly accommodative macroeconomic policies and persistent difficulties in access to credit. In
particular, concerns regarding the possibility of sovereign debt defaults by European Union member
countries, including Greece, disrupted financial markets throughout the world, and may lead to
weaker consumer demand in the European Union, the United States, and other parts of the world.
The deterioration in the global economy has caused, and may continue to cause, a decrease in
worldwide demand for certain goods shipped in containerized form. In addition, if Greece or
another European Union member country were to default on its sovereign debt, the impact on the
global economy could have a material adverse effect on our business.

We anticipate that a significant number of port calls made by our containerships will continue
to involve the loading or unloading of container cargoes in ports in the Asia Pacific region. In
recent years, China has been one of the world’s fastest growing economies in terms of gross
domestic product, which has had a significant impact on shipping demand. However, if China’s
growth in gross domestic product declines and other countries in the Asia Pacific region experience
slowed or experience negative economic growth in the future, this may exacerbate the effect of the
significant downturns in the economies of the United States and the European Union, and thus, may
negatively impact container shipping demand. For example, the possibility of sovereign debt defaults
by European Union member countries, including Greece, and the possibility of market reforms to
float the Chinese renminbi, either of which development could weaken the Euro against the Chinese
renminbi, could adversely affect consumer demand in the European Union. Moreover, the
revaluation of the renminbi may negatively impact the United States’ demand for imported goods,
many of which are shipped from China in containerized form. Such weak economic conditions could
have a material adverse effect on our business, results of operations and financial condition and our
ability to pay dividends to our stockholders.

Disruptions in world financial markets and the resulting governmental action in the United States
and in other parts of the world could have a material adverse impact on our results of operations,
financial condition and cash flows.

Global financial markets and economic conditions have been severely disrupted and volatile in
recent years and remain subject to significant vulnerabilities, such as the deterioration of fiscal
balances and the rapid accumulation of public debt, continued deleveraging in the banking sector
and a limited supply of credit. Credit markets as well as the debt and equity capital markets were
exceedingly distressed during 2008 and 2009 and have been volatile since that time. The current
sovereign debt crisis in countries such as Greece, for example, and concerns over debt levels of
certain other European Union member states and in other countries around the world, as well as
concerns about international banks, have led to increased volatility in global credit and equity
markets. These issues, along with the re-pricing of credit risk and the difficulties currently
experienced by financial institutions have made, and will likely continue to make, it difficult to
obtain financing. As a result of the disruptions in the credit markets and higher capital requirements,
many lenders have increased margins on lending rates, enacted tighter lending standards, required
more restrictive terms (including higher collateral ratios for advances, shorter maturities and smaller
loan amounts), or have refused to refinance existing debt at all. Furthermore, certain banks that
have historically been significant lenders to the shipping industry have reduced or ceased lending
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activities in the shipping industry. Additional tightening of capital requirements and the resulting
policies adopted by lenders, could further reduce lending activities. We may experience difficulties
obtaining financing commitments or be unable to fully draw on the capacity under our committed
term loans in the future if our lenders are unwilling to extend financing to us or unable to meet
their funding obligations due to their own liquidity, capital or solvency issues. We cannot be certain
that financing will be available on acceptable terms or at all. If financing is not available when
needed, or is available only on unfavorable terms, we may be unable to meet our future obligations
as they come due. Our failure to obtain such funds could have a material adverse effect on our
business, results of operations and financial condition, as well as our cash flows, including cash
available for dividends to our stockholders. In the absence of available financing, we also may be
unable to take advantage of business opportunities or respond to competitive pressures.

In addition, as a result of the ongoing economic turmoil in Greece resulting from the sovereign
debt crisis and the related austerity measures implemented by the Greek government, our operations
in Greece may be subjected to new regulations that may require us to incur new or additional
compliance or other administrative costs and may require that we pay to the Greek government new
taxes or other fees. We also face the risk that strikes, work stoppages, civil unrest and violence
within Greece may disrupt our shoreside operations and those of our managers located in Greece.

We are dependent on our charterers fulfilling their obligations under agreements with us, and their
inability or unwillingness to honor these obligations could significantly reduce our revenues and
cash flow.

We expect that our containerships will continue to be chartered to customers mainly under
multi-year fixed rate time charters. Payments to us under these time charters are and will be our
sole source of operating cash flow. Many of our charterers finance their activities through cash from
operations, the incurrence of debt or the issuance of equity. Since 2008, there has been a significant
decline in the credit markets and the availability of credit, and the equity markets have been
volatile. The combination of a reduction of cash flow resulting from declines in world trade, a
reduction in borrowing bases under reserve-based credit facilities and the lack of availability of debt
or equity financing may result in a significant reduction in the ability of our charterers to make
charter payments to us. Additionally, we could lose a time charter if the charterer exercises certain
specified, limited termination rights.

If we lose a time charter because the charterer is unable to pay us or for any other reason, we
may be unable to re-deploy the related vessel on similarly favorable terms or at all. Also, we will
not receive any revenues from such a vessel while it is un-chartered, but we will be required to pay
expenses necessary to maintain and insure the vessel and service any indebtedness on it. The
combination of any surplus of containership capacity and the expected increase in the size of the
world containership fleet over the next few years may make it difficult to secure substitute
employment for any of our containerships if our counterparties fail to perform their obligations
under the currently arranged time charters, and any new charter arrangements we are able to secure
may be at lower rates. Furthermore, the surplus of containerships available at lower charter rates
and lack of demand for our customers’ liner services could negatively affect our charterers’
willingness to perform their obligations under our time charters, which in many cases provide for
charter rates significantly above current market rates. While we have agreed in certain cases to
charter rate re-arrangements entailing reductions for specified periods, we have been compensated
for these adjustments by, among other things, subsequent rate increases, so that the aggregate
payments under the charters are not materially reduced, and in some cases we also have arranged
for term extensions. However, there is no assurance that any future charter re-arrangements will be
on similarly favorable terms.

The loss of any of our charterers, time charters or vessels, or a decline in payments under our
time charters, could have a material adverse effect on our business, results of operations and
financial condition, revenues and cash flow and our ability to pay dividends to our stockholders.



A limited number of customers operating in a consolidating industry comprise a large part of our
revenues. The loss of these customers could adversely affect our results of operations, cash flows and
competitive position.

Our customers in the containership sector consist of a limited number of liner companies. A.P.
Moller-Maersk, MSC and COSCO together represented 75%, 68% and 74% of our revenue in 2010,
2011 and 2012, respectively. We expect that a limited number of leading liner companies will
continue to generate a substantial portion of our revenues. The cessation of business with these liner
companies or their failure to fulfill their obligations under the time charters for our containerships
could have a material adverse effect on our financial condition and results of operations, as well as
our cash flows. In addition, any consolidations involving our customers could increase the
concentration of our business.

A decrease in the level of China’s export of goods or an increase in trade protectionism could have
a material adverse impact on our charterers’ business and, in turn, could cause a material adverse
impact on our results of operations, financial condition and cash flows.

China exports considerably more goods than it imports. Our containerships are deployed on
routes involving containerized trade in and out of emerging markets, and our charterers’ container
shipping and business revenue may be derived from the shipment of goods from the Asia Pacific
region to various overseas export markets including the United States and Europe. Any reduction in
or hindrance to the output of China-based exporters could have a material adverse effect on the
growth rate of China’s exports and on our charterers’ business. For instance, the government of
China has recently implemented economic policies aimed at increasing domestic consumption of
Chinese-made goods. This may have the effect of reducing the supply of goods available for export
and may, in turn, result in a decrease of demand for container shipping. Additionally, though in
China there is an increasing level of autonomy and a gradual shift in emphasis to a “market
economy” and enterprise reform, many of the reforms, particularly some limited price reforms that
result in the prices for certain commodities being principally determined by market forces, are
unprecedented or experimental and may be subject to revision, change or abolition. The level of
imports to and exports from China could be adversely affected by changes to these economic
reforms by the Chinese government, as well as by changes in political, economic and social
conditions or other relevant policies of the Chinese government.

Our operations expose us to the risk that increased trade protectionism will adversely affect our
business. If global economic recovery is undermined by downside risks and the economic downturn
continues, governments may turn to trade barriers to protect their domestic industries against foreign
imports, thereby depressing the demand for shipping. Specifically, increasing trade protectionism in
the markets that our charterers serve has caused and may continue to cause an increase in (i) the
cost of goods exported from China, (ii) the length of time required to deliver goods from China and
(iii) the risks associated with exporting goods from China, as well as a decrease in the quantity of
goods to be shipped.

Any increased trade barriers or restrictions on trade, especially trade with China, would have an
adverse impact on our charterers’ business, operating results and financial condition and could
thereby affect their ability to make timely charter hire payments to us and to renew and increase
the number of their time charters with us. This could have a material adverse effect on our business,
results of operations and financial condition and our ability to pay dividends to our stockholders.

We conduct a substantial amount of business in China, including through one of our local
managers, Shanghai Costamare, a Chinese corporation, and our time charters with COSCO. The
legal system in China is not fully developed and has inherent uncertainties that could limit the
legal protections available to us.

The Chinese legal system is based on written statutes and their legal interpretation by the
Standing Committee of the National People’s Congress. Prior court decisions may be cited for
reference but have limited precedential value. Since 1979, the Chinese government has been
developing a comprehensive system of commercial laws, and considerable progress has been made in



introducing laws and regulations dealing with economic matters such as foreign investment,
corporate organization and governance, commerce, taxation and trade. However, because these laws
and regulations are relatively new, and because of the limited volume of published cases and their
non-binding nature, interpretation and enforcement of these laws and regulations involve
uncertainties. We do a substantial amount of business in China, including through one of our
managers, Shanghai Costamare Ship Management Co., Ltd. (“Shanghai Costamare”), a Chinese
corporation which, as of February 22, 2013, operated eight vessels under the Hong Kong flag and
one vessel under the Liberian flag that were exclusively manned by Chinese crews, which exposes us
to potential litigation in China. Additionally, we have charters with COSCO, a Chinese corporation,
and though these charters are governed by English law, we may have difficulties enforcing a
judgment rendered by an English court (or other non-Chinese court) in China.

We may be unable to obtain additional debt financing for future acquisitions of vessels.

As of February 22, 2013, we had no undrawn borrowing capacity beyond the $525.1 million of
available borrowing capacity under four credit facilities concluded during 2011 that are committed to
finance part of the pre-delivery and delivery installments of the construction of our ten newbuild
vessels on order. We intend to borrow against unencumbered containerships in our existing fleet and
vessels we may acquire in the future as part of our growth plan. The actual or perceived credit
quality of our charterers, and any defaults by them, and any decline in the market value of our fleet
may materially affect our ability to obtain the additional capital resources that we will require to
purchase additional vessels or may significantly increase our costs of obtaining such capital. Our
inability to obtain additional financing or committing to financing on unattractive terms could have a
material adverse effect on our business, results of operations and financial condition and our ability
to pay dividends to our stockholders.

Our ability to pay dividends may be limited by the amount of cash we generate from operations
Jollowing the payment of fees and expenses, by the establishment of any reserves, by restrictions in
our debt instruments and by additional factors unrelated to our profitability.

We intend to pay regular quarterly dividends. The declaration and payment of dividends is,
however, subject to the discretion of our board of directors and the requirements of Marshall Islands
law. The timing and amount of any dividends declared will depend on, among other things (a) our
earnings, financial condition, cash flow and cash requirements, (b) our liquidity, including our ability
to obtain debt and equity financing on acceptable terms as contemplated by our vessel acquisition
strategy, (c) restrictive covenants in our existing and future debt instruments and (d) provisions of
Marshall Islands law governing the payment of dividends.

The international containership industry is highly volatile, and we cannot predict with certainty
the amount of cash, if any, that will be available for distribution as dividends in any period. Also,
there may be a high degree of variability from period to period in the amount of cash, if any, that is
available for the payment of dividends. The amount of cash we generate from operations and the
actual amount of cash we will have available for dividends will vary based upon, among other things:

e the charter-hire payments we obtain from our charters as well as the rates obtained upon the
expiration of our existing charters;

e our fleet expansion strategy and associated uses of our cash and our financing requirements;

e delays in the delivery of newbuild vessels and the beginning of payments under charters
relating to those vessels;

e the level of our operating costs, such as the costs of crews, lubricants and insurance;

e the number of unscheduled off-hire days for our fleet and the timing of, and number of days
required for, scheduled dry-docking of our containerships;

e prevailing global and regional economic and political conditions;

e changes in interest rates;



the effect of governmental regulations and maritime self-regulatory organization standards on
the conduct of our business;

e changes in the basis of taxation of our activities in various jurisdictions;

modification or revocation of our dividend policy by our board of directors; and
e the amount of any cash reserves established by our board of directors.

The amount of cash we generate from our operations may differ materially from our net income
or loss for the period, which will be affected by non-cash items. We may incur other expenses or
liabilities that could reduce or eliminate the cash available for distribution as dividends.

In addition, our credit facilities and other financing agreements prohibit the payment of
dividends, if an event of default has occurred and is continuing or would occur as a result of the
payment of such dividends.

For more information regarding our financing arrangements, please read “Item 5. Operating and
Financial Review and Prospects”.

In addition, Marshall Islands law generally prohibits the payment of dividends other than from
surplus (retained earnings and the excess of consideration received for the sale of shares above the
par value of the shares) or if there is no surplus, from the net profits for the current and prior fiscal
year, or while a company is insolvent or if it would be rendered insolvent by the payment of such a
dividend. We may not have sufficient surplus or net profits in the future to pay dividends, and our
subsidiaries may not have sufficient funds, surplus or net profits to make distributions to us. As a
result of these and other factors, we may pay dividends during periods when we record losses and
may not pay dividends during periods when we record net income. We can give no assurance that
dividends will be paid in the future.

We may have difficulty properly managing our growth through acquisitions of new or secondhand
vessels and we may not realize expected benefits from these acquisitions, which may negatively
impact our cash flows, liquidity and our ability to pay dividends to our stockholders.

We intend to grow our business by ordering newbuild vessels and through selective acquisitions
of high-quality secondhand vessels. Our future growth will primarily depend on:

e the operations of the shipyards that build any newbuild vessels we may order;
e locating and identifying suitable high-quality secondhand vessels;

e obtaining required financing on acceptable terms;

e consummating vessel acquisitions;

e enlarging our customer base;

¢ hiring additional shore-based employees and seafarers; and

e managing joint ventures or significant acquisitions.

In addition, any vessel acquisition may not be profitable at or after the time of acquisition and
may not generate cash flows sufficient to justify the investment. Other risks associated with vessel
acquisitions that may harm our business, financial condition and operating results include the risks
that we may:

e fail to realize anticipated benefits, such as new customer relationships, cost-savings or cash
flow enhancements;

e be unable to hire, train or retain qualified shore and seafaring personnel to manage and
operate our growing business and fleet;

e decrease our liquidity by using a significant portion of available cash or borrowing capacity to
finance acquisitions;

e significantly increase our interest expense or financial leverage if we incur additional debt to
finance acquisitions;

e incur or assume unanticipated liabilities, losses or costs associated with any vessels or
businesses acquired; or



e incur other significant charges, such as impairment of goodwill or other intangible assets, asset
devaluation or restructuring charges.

Unlike newbuild vessels, secondhand vessels typically do not carry warranties as to their
condition. While we generally inspect existing vessels prior to purchase, such an inspection would
normally not provide us with as much knowledge of a vessel’s condition as we would possess if it
had been built for us and operated by us during its life. Repairs and maintenance costs for
secondhand vessels are difficult to predict and may be substantially higher than for vessels we have
operated since they were built. These costs could decrease our cash flows, liquidity and our ability to
pay dividends to our stockholders.

Delay in the delivery of our newbuild vessels on order, or any future newbuild vessel orders, could
adversely affect our earnings.

The expected delivery dates under our current shipbuilding contracts for newbuild vessels, and
any additional shipbuilding contracts we may enter into in the future, may be delayed for reasons
not under our control, including, among other things:

e quality or engineering programs;

e changes in governmental regulations or maritime self-regulatory organization standards;
e work stoppages or other labor disturbances at the shipyard;

e bankruptcy of or other financial crisis involving the shipyard;

e financial instability of the lenders under our committed credit facilities, resulting in potential
delay or inability to draw down on such facilities;

e financial instability of the charterers under our agreed time charters for the newbuild vessels,
resulting in potential delay or inability to charter the newbuild vessels;

e a backlog of orders at the shipyard;

e political, social or economic disturbances;

e weather interference or a catastrophic event, such as a major earthquake or fire;

e requests for changes to the original vessel specifications;

e shortages of or delays in the receipt of necessary construction materials, such as steel; and
e an inability to obtain requisite permits or approvals.

If the seller of any newbuild vessel we have contracted to purchase is not able to deliver the
vessel to us as agreed, or if we cancel a purchase agreement because a seller has not met his
obligations, it may result in a material adverse effect on our business, results of operations and
financial condition and our ability to pay dividends to our stockholders.

Rising crew and other vessel operating costs may adversely affect our profits.

Acquiring and renewing long-term time charters with leading liner companies depends on a
number of factors, including our ability to man our containerships with suitably experienced, high-
quality masters, officers and crews. In recent years, the limited supply of and increased demand for
well-qualified crew, due to the increase in the size of the global shipping fleet, has created upward
pressure on crewing costs, which we generally bear under our time charters. Increases in crew costs
and other vessel operating costs such as insurance, repairs and maintenance, and lubricants may
adversely affect our profitability. In addition, if we cannot retain sufficient numbers of quality on-
board seafaring personnel, our fleet utilization will decrease, which could have a material adverse
effect on our business, results of operations and financial condition and our ability to pay dividends
to our stockholders.

Rising fuel prices may have an adverse effect on our profits.

The cost of fuel is a significant factor in negotiating charter rates and can affect us in both
direct and indirect ways. This cost will be borne by us when our containerships are employed on
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voyage charters or contracts of affreightment. We currently have no voyage charters or contracts of
affreightment, but we may enter into such arrangements in the future, and to the extent we do so,
an increase in the price of fuel beyond our expectations may adversely affect our profitability. Even
where the cost of fuel is borne by the charterer, which is the case with all of our existing time
charters, that cost will affect the level of charter rates that charterers are prepared to pay.

The price and supply of fuel is unpredictable and fluctuates based on events outside our control,
including geo-political developments, supply and demand for oil, actions by members of the OPEC
and other oil and gas producers, economic or other sanctions levied against oil and gas producing
countries, war and unrest in oil producing countries and regions, regional production patterns and
environmental concerns and regulations.

We must make substantial capital expenditures to maintain the operating capacity of our fleet and
acquire vessels, which may reduce or eliminate the amount of cash for dividends to our
stockholders.

We must make substantial capital expenditures to maintain the operating capacity of our fleet
and we generally expect to finance these maintenance capital expenditures with cash balances or
credit facilities. In addition, we will need to make substantial capital expenditures to acquire vessels
in accordance with our growth strategy. Expenditures could increase as a result of, among other
things, the cost of labor and materials, customer requirements and governmental regulations and
maritime self-regulatory organization standards relating to safety, security or the environment.
Significant capital expenditures, including to maintain the operating capacity of our fleet, may reduce
or eliminate the amount of cash available for distribution to our stockholders.

The aging of our fleet may result in increased operating costs in the future, which could adversely
affect our earnings.

In general, the cost of maintaining a vessel in good operating condition increases with the age
of the vessel. As our fleet ages, we will incur increased costs. Older vessels may require longer and
more expensive dry-dockings, resulting in more off-hire days and reduced revenue. Older vessels are
typically less fuel efficient and more costly to maintain than more recently constructed vessels due to
improvements in engine technology. In addition, older vessels are often less desirable to charterers.
Governmental regulations and safety or other equipment standards related to the age of a vessel
may also require expenditures for alterations or the addition of new equipment to our vessels and
may restrict the type of activities in which our containerships may engage. Our current fleet of 57
containerships, including 10 newbuild vessels on order, as of February 22, 2013 had an average age
(weighted by TEU capacity) of 9.5 years and included one containership over 30 years old. See
“Item 4. Information on the Company—B. Business Overview—Our Fleet, Acquisitions and
Newbuild Vessels”. We cannot assure you that, as our vessels age, market conditions will justify such
expenditures or will enable us to profitably operate our older vessels.

Unless we set aside reserves or are able to borrow funds for vessel replacement, at the end of the
useful lives of our vessels our revenue will decline, which would adversely affect our business,
results of operations and financial condition.

Our current fleet of 57 containerships, including 10 newbuild vessels on order, as of February
22, 2013, had an average age (weighted by TEU capacity) of 9.5 years and included one
containership over 30 years old. See “Item 4. Information on the Company—B. Business Overview—
Our Fleet, Acquisitions and Newbuild Vessels”. Unless we maintain reserves or are able to borrow
or raise funds for vessel replacement, we will be unable to replace the older vessels in our fleet. Our
cash flows and income are dependent on the revenues earned by the chartering of our
containerships. The inability to replace the vessels in our fleet upon the expiration of their useful
lives could have a material adverse effect on our business, results of operations and financial
condition and our ability to pay dividends to our stockholders. Any reserves set aside for vessel
replacement will not be available for dividends.
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Containership values decreased significantly in 2008 and 2009 and have remained at depressed
levels through 2012. Containership values may decrease further and over time may fluctuate
substantially. If these values are low at a time when we are attempting to dispose of a vessel, we
could incur a loss.

Containership values can fluctuate substantially over time due to a number of different factors,
including:

e prevailing economic conditions in the markets in which containerships operate;

e reduced demand for containerships, including as a result of a substantial or extended decline
in world trade;

e increases in the supply of containership capacity;
e prevailing charter rates; and

e the cost of retrofitting or modifying existing ships to respond to technological advances in
vessel design or equipment, changes in applicable environmental or other regulations or
standards, or otherwise.

If the market values of our vessels further deteriorate, we may be required to record an
impairment charge in our financial statements, which could adversely affect our results of operations.
In addition, any such deterioration in the market values of our vessels could trigger a breach under
our credit facilities, which could adversely affect our operations. If a charter expires or is terminated,
we may be unable to re-charter the vessel at an acceptable rate and, rather than continue to incur
costs to maintain the vessel, may seek to dispose of it. Our inability to dispose of the containership
at a reasonable price could result in a loss on its sale and adversely affect our results of operations
and financial condition.

Our growth depends on our ability to expand relationships with existing charterers and to obtain
new time charters, for which we will face substantial competition from new entrants and established
companies with significant resources.

One of our principal objectives is to acquire additional containerships in conjunction with
entering into additional multi-year time charters for these vessels. The process of obtaining new
multi-year time charters is highly competitive and generally involves an intensive screening process
and competitive bids, and often extends for several months. Generally, we compete for charters
based upon charter rate, customer relationships, operating expertise, professional reputation and
containership specifications, including size, age and condition.

In addition, as vessels age, it can be more difficult to employ them on profitable time charters,
particularly during periods of decreased demand in the charter market. Accordingly, we may find it
difficult to continue to find profitable employment for our older vessels, including the one vessel in
our fleet over 30 years of age as of February 22, 2013.

We face substantial competition from a number of experienced companies, including state-
sponsored entities. Some of these competitors have significantly greater financial resources than we
do, and can therefore operate larger fleets and may be able to offer better charter rates. In the
future, we may also face competition from reputable, experienced and well-capitalized marine
transportation companies that do not currently own containerships, but may choose to do so. Any
increased competition may cause greater price competition for time charters, as well as for the
acquisition of high-quality secondhand vessels and newbuild vessels. Further, since the charter rate is
generally considered to be one of the principal factors in a charterer’s decision to charter a vessel,
the rates offered by our competitors can place downward pressure on rates throughout the charter
market. As a result of these factors, we may be unable to re-charter our containerships, expand our
relationships with existing customers or to obtain new customers on a profitable basis, if at all,
which could have a material adverse effect on our business, results of operations and financial
condition and our ability to pay dividends to our stockholders.
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Due to our lack of diversification, adverse developments in the containership transportation
business could reduce our ability to service our debt obligations and pay dividends to our
stockholders.

We rely exclusively on the cash flow generated from charters for our containerships. Due to our
lack of diversification, an adverse development in the container shipping industry would have a
significantly greater impact on our financial condition and results of operations than if we
maintained more diverse assets or lines of business. An adverse development could also impair our
ability to service debt or pay dividends to our stockholders.

We may have more difficulty entering into multi-year, fixed-rate time charters if a more active
short-term or spot container shipping market develops.

One of our principal strategies is to enter into multi-year, fixed-rate time charters in both strong
and weak charter rate environments, although in weaker charter rate environments we would
generally expect to target somewhat shorter charter terms. If more containerships become available
for the spot or short-term charter market, we may have difficulty entering into additional multi-year,
fixed-rate time charters for our containerships due to the increased supply of containerships and the
possibility of lower rates in the spot market. As a result, we will then have to charter more of our
containerships for shorter periods and our revenues, cash flows and profitability could then reflect,
to some degree, fluctuations in the short-term charter market.

We may be unable to re-charter our vessels at profitable rates, if at all, upon their time charter
expiry.

As of February 22, 2013, the current time charters for 9 of our 47 containerships in the water
will reach their maturities before the end of 2013. While we generally expect to be able to obtain
time charters for our vessels within a reasonable period prior to their time charter expiry, we cannot
be assured that this will occur in any particular case, or at all. In addition, demand for
containerships has been weakening, and we may be unable to secure re-chartering rates that are as
profitable as the current time charters. If we are unable to obtain new time charters for these
containerships at favorable rates, it could have a material adverse effect on our business, results of
operations and financial condition and our ability to pay dividends to our stockholders.

We are a holding company and we depend on the ability of our subsidiaries to distribute funds to
us in order to satisfy our financial obligations and to make dividend payments.

We are a holding company and our subsidiaries conduct all of our operations and own all of
our operating assets. We have no significant assets other than the equity interests in our subsidiaries.
As a result, our ability to pay our obligations and to make dividend payments depends entirely on
our subsidiaries and their ability to distribute funds to us. The ability of a subsidiary to make these
distributions could be affected by a claim or other action by a third party, including a creditor, or by
the law of their respective jurisdictions of incorporation which regulates the payment of dividends. If
we are unable to obtain funds from our subsidiaries, our board of directors may exercise its
discretion not to declare or pay dividends.

Our credit facilities or other financing arrangements contain payment obligations and restrictive
covenants that may limit our liquidity and our ability to expand our fleet. A failure by us to meet
our obligations under our credit facilities could result in an event of default under such credit
facilities and foreclosure on our vessels.

Our credit facilities impose certain operating and financial restrictions on us. These restrictions
in our existing credit facilities generally limit Costamare Inc., and our subsidiaries’ ability to, among
other things:

e pay dividends if an event of default has occurred and is continuing or would occur as a result
of the payment of such dividends;

e purchase or otherwise acquire for value any shares of our subsidiaries’ capital;

e make or repay loans or advances, other than repayment of the credit facilities;

13



e make investments in other persons;

e sell or transfer significant assets, including any vessel or vessels mortgaged under the credit
facilities, to any person, including Costamare Inc. and our subsidiaries;

e create liens on assets; or

¢ allow the Konstantakopoulos family’s direct or indirect holding in Costamare Inc. to fall
below 40% of the total issued share capital.

Our existing credit facilities also require Costamare Inc. and certain of our subsidiaries to
maintain the aggregate of (a) the market value, primarily on an inclusive charter basis, of the
mortgaged vessel or vessels and (b) the market value of any additional security provided to the
lenders, above a percentage ranging between 100% to 125% of the then outstanding amount of the
credit facility and any related swap exposure.

Costamare Inc. is required to maintain compliance with the following financial covenants:

e the ratio of our total liabilities (after deducting all cash and cash equivalents) to market value
adjusted total assets (after deducting all cash and cash equivalents) may not exceed 0.75:1;

e the ratio of EBITDA over net interest expense must be equal to or higher than 2.5:1;

e the aggregate amount of all cash and cash equivalents may not be less than the greater of (i)
$30 million or (ii) 3% of the total debt, provided, however, that under two of our credit
facilities, a minimum cash amount equal to 3% of the loan outstanding must be maintained in
accounts with the lender; and

e the market value adjusted net worth must at all times exceed $500 million.

A failure to meet our payment and other obligations could lead to defaults under our credit
facilities. Our lenders could then accelerate our indebtedness and foreclose on the vessels in our
fleet securing those credit facilities, which could result in the acceleration of other indebtedness that
we may have at such time and the commencement of similar foreclosure proceedings by other
lenders. The loss of these vessels would have a material adverse effect on our operating results and
financial condition. For additional information see “Item 5. Operating and Financial Review and
Prospects—B. Liquidity and Capital Resources—Credit Facilities”.

Substantial debt levels could limit our ability to obtain additional financing and pursue other
business opportunities.

As of December 31, 2012, we had outstanding indebtedness of $1.56 billion and we expect to
incur additional indebtedness as we grow our fleet. This level of debt could have important
consequences to us, including the following:

e our ability to obtain additional financing for working capital, capital expenditures, acquisitions
or other purposes may be impaired or such financing may be unavailable on favorable terms;

e we may need to use a substantial portion of our cash from operations to make principal and
interest payments on our debt, thereby reducing the funds that would otherwise be available
for operations, future business opportunities and dividends to our stockholders;

e our debt level could make us more vulnerable than our competitors with less debt to
competitive pressures or a downturn in our business or the economy generally; and

e our debt level may limit our flexibility in responding to changing business and economic
conditions.

Our ability to service our debt will depend upon, among other things, our future financial and
operating performance, which will be affected by prevailing economic conditions and financial,
business, regulatory and other factors, some of which are beyond our control. If our operating
income is not sufficient to service our current or future indebtedness, we will be forced to take
actions such as reducing or delaying our business activities, acquisitions, investments or capital
expenditures, selling assets, restructuring or refinancing our debt or seeking additional equity capital.
We may not be able to effect any of these remedies on satisfactory terms, or at all.
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The derivative contracts we have entered into to hedge our exposure to fluctuations in interest rates
could result in higher than market interest rates and reductions in our stockholders’ equity, as well
as charges against our income.

We have entered into interest rate swaps generally for purposes of managing our exposure to
fluctuations in interest rates applicable to indebtedness under our credit facilities which were
advanced at floating rates based on LIBOR. As of December 31, 2012, the aggregate notional
amount of interest rate swaps relating to our fleet as of such date was $1.25 billion, and the
aggregate notional amount of interest rate swaps relating to the committed credit facilities for our
newbuilds on order was $0.57 billion, which will become effective as amounts are drawn under such
facilities to finance the newbuildings. We have also entered into certain currency hedges. There is no
assurance that our derivative contracts will provide adequate protection against adverse changes in
interest rates or currency exchange ratios or that our bank counterparties will be able to perform
their obligations. In addition, as a result of the implementation of new regulation of the swaps
markets in the United States, the European Union and elsewhere over the next few years, the cost
and availability of interest rate and currency hedges may increase or suitable hedges may not be
available.

While we monitor the credit risks associated with our bank counterparties, there can be no
assurance that these counterparties would be able to meet their commitments under our derivative
contracts. Our bank counterparties include financial institutions that are based in European Union
countries that have faced and continue to face severe financial stress due to the ongoing sovereign
debt crisis. The potential for our bank counterparties to default on their obligations under our
derivative contracts may be highest when we are most exposed to the fluctuations in interest and
currency rates such contracts are designed to hedge, and several or all of our bank counterparties
may simultaneously be unable to perform their obligations due to the same events or occurrences in
global financial markets.

To the extent our existing interest rate swaps do not, and future derivative contracts may not,
qualify for treatment as hedges for accounting purposes we would recognize fluctuations in the fair
value of such contracts in our income statement. In addition, changes in the fair value of our
derivative contracts are recognized in “Accumulated Other Comprehensive Loss” on our balance
sheet, and can affect compliance with the net worth covenant requirements in our credit facilities.
Changes in the fair value of our derivative contracts that do not qualify for treatment as hedges for
accounting and financial reporting purposes affect, among other things, our net income, earnings per
share and EBITDA coverage ratio. For additional information see “Item 5. Operating and Financial
Review and Prospects”.

Because we generate all of our revenues in United States dollars but incur a significant portion of
our expenses in other currencies, exchange rate fluctuations could hurt our results of operations.

We generate all of our revenues in United States dollars and for the year ended December 31,
2012, we incurred a substantial portion of our vessels’ operating expenses in currencies other than
United States dollars. This difference could lead to fluctuations in net income due to changes in the
value of the United States dollar relative to other currencies, in particular the Euro. Expenses
incurred in foreign currencies against which the United States dollar falls in value could increase,
thereby decreasing our net income. While we have hedged some of this exposure, our U.S. dollar
denominated results of operations and financial condition and ability to pay dividends could suffer
from adverse currency exchange rate movements. While we believe that we are adequately hedged
against this exposure through 2013, future declines in the U.S. dollar versus the Euro could have a
material effect on our operating expenses and net income.

Increased competition in technology and innovation could reduce our charter hire income and the
value of our vessels.

The charter rates and the value and operational life of a vessel are determined by a number of
factors, including the vessel’s efficiency, operational flexibility and physical life. Efficiency includes
speed and fuel economy. Flexibility includes the ability to enter harbors, utilize related docking
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facilities and pass through canals and straits. Physical life is related to the original design and
construction, maintenance and the impact of the stress of operations. If new ship designs currently
promoted by shipyards as being more fuel efficient perform as promoted, or if new containerships
are built in the future that are more efficient or flexible or have longer physical lives than our
vessels, competition from these more technologically advanced containerships could adversely affect
our ability to re-charter, the amount of charter-hire payments that we receive for our containerships
once their current time charters expire and the resale value of our containerships. This could
adversely affect our ability to service our debt or pay dividends to our stockholders.

We are subject to regulation and liability under environmental and operational safety laws that
could require significant expenditures and affect our cash flows and net income.

Our business and the operation of our vessels are materially affected by environmental
regulation in the form of international, national, state and local laws, regulations, conventions,
treaties and standards in force in international waters and the jurisdictions in which our
containerships operate, as well as in the country or countries of their registration, including those
governing the management and disposal of hazardous substances and wastes, the cleanup of oil spills
and other contamination, air emissions, water discharges and ballast water management. Because
such conventions, laws and regulations are often revised, it is difficult to predict the ultimate cost of
compliance with such requirements or their impact on the resale value or useful lives of our
containerships.

Environmental requirements can also affect the resale value or useful lives of our vessels,
require a reduction in cargo capacity, vessel modifications or operational changes or restrictions, lead
to decreased availability of, or more costly insurance coverage for, environmental matters or result
in the denial of access to certain jurisdictional waters or ports. Under local, national and foreign
laws, as well as international treaties and conventions, we could incur material liabilities, including
cleanup obligations and claims for natural resource damages, personal injury and/or property
damages in the event that there is a release of petroleum or other hazardous materials from our
vessels or otherwise in connection with our operations. Violations of, or liabilities under,
environmental requirements can result in substantial penalties, fines and other sanctions, including
criminal sanctions, and, in certain instances, seizure or detention of our containerships. Events of this
nature or additional environmental conventions, laws and regulations could have a material adverse
effect on our financial condition, results of operations and ability to pay dividends to our
stockholders.

The operation of vessels is also affected by the requirements set forth in the International
Safety Management Code (the “ISM Code”). The ISM Code requires vessel owners and managers to
develop and maintain an extensive “Safety Management System” that includes the adoption of a
safety and environmental protection policy setting forth instructions and procedures for safe vessel
operation and describing procedures for dealing with emergencies. Failure to comply with the ISM
Code may subject us to increased liability, may decrease or suspend available insurance coverage for
the affected vessels, and may result in a denial of access to, or detention in, certain ports. Each of
the containerships in our fleet and each of our affiliated managers are ISM Code-certified and it is
anticipated that V.Ships Greece Ltd. (“V.Ships Greece”) will obtain such certification prior to
commencing management of our vessels as described below. However, there can be no assurance
that such certifications can be maintained indefinitely.

Governmental regulation of the shipping industry, particularly in the areas of safety and
environmental requirements, can be expected to become stricter in the future. In addition, we
believe that the heightened environmental, quality and security concerns of insurance underwriters,
regulators and charterers will lead to additional requirements, including enhanced risk assessment
and security requirements and greater inspection and safety requirements for vessels. In complying
with new environmental laws and regulations and other requirements that may be adopted, we may
have to incur significant capital and operational expenditures to keep our containerships in
compliance, or even to scrap or sell certain containerships altogether. For additional information see
“Item 4. Information on the Company—B. Business Overview—Risk of Loss and Liability
Insurance—Environmental and Other Regulations”.
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The smuggling of drugs or other contraband onto our vessels may lead to governmental claims
against us.

We expect that our vessels will call in ports in South America and other areas where smugglers
attempt to hide drugs and other contraband on vessels, with or without the knowledge of crew
members. To the extent our vessels are found with contraband, whether inside or attached to the
hull of our vessel and whether with or without the knowledge of any of our crew, we may face
governmental or other regulatory claims or penalties which could have an adverse effect on our
business, results of operations, cash flows, financial condition and ability to pay dividends.

Increased inspection procedures, tighter import and export controls and new security regulations
could increase costs and cause disruption of our containership business.

International container shipping is subject to security and customs inspection and related
procedures in countries of origin, destination, and certain trans-shipment points. These inspection
procedures can result in cargo seizure, delays in the loading, offloading, trans-shipment, or delivery
of containers, and the levying of customs duties, fines and other penalties against us.

Since the events of September 11, 2001, United States authorities have substantially increased
container inspections. Government investment in non-intrusive container scanning technology has
grown and there is interest in electronic monitoring technology, including so-called “e-seals” and
“smart” containers, that would enable remote, centralized monitoring of containers during shipment
to identify tampering with or opening of the containers, along with potentially measuring other
characteristics such as temperature, air pressure, motion, chemicals, biological agents and radiation.
Also, as a response to the events of September 11, 2001, additional vessel security requirements
have been imposed, including the installation of security alert and automatic identification systems
on board vessels.

It is unclear what additional changes, if any, to the existing inspection and security procedures
may ultimately be proposed or implemented in the future, or how any such changes will affect the
industry. It is possible that such changes could impose additional financial and legal obligations on
us. Furthermore, changes to inspection and security procedures could also impose additional costs
and obligations on our customers and may, in certain cases, render the shipment of certain types of
goods in containers uneconomical or impractical. Any such changes or developments could have a
material adverse effect on our business, results of operations and financial condition and our ability
to pay dividends to our stockholders.

The operation of our vessels is also affected by the requirements set forth in the International
Ship and Port Facilities Security Code (the “ISPS Code”). The ISPS Code requires vessels to
develop and maintain a ship security plan that provides security measures to address potential
threats to the security of ships or port facilities. Although each of our containerships is ISPS Code-
certified, any failure to comply with the ISPS Code or maintain such certifications may subject us to
increased liability and may result in denial of access to, or detention in, certain ports. Furthermore,
compliance with the ISPS Code requires us to incur certain costs. Although such costs have not been
material to date, if new or more stringent regulations relating to the ISPS Code are adopted by the
IMO and the flag states, these requirements could require significant additional capital expenditures
or otherwise increase the costs of our operations.

Governments could requisition our vessels during a period of war or emergency, resulting in loss of
earnings.

A government of the jurisdiction where one or more of our containerships are registered could
requisition for title or seize our containerships. Requisition for title occurs when a government takes
control of a vessel and becomes its owner. Also, a government could requisition our containerships
for hire. Requisition for hire occurs when a government takes control of a ship and effectively
becomes the charterer at dictated charter rates. Generally, requisitions occur during a period of war
or emergency, although governments may elect to requisition vessels in other circumstances.
Although we would expect to be entitled to compensation in the event of a requisition of one or
more of our vessels, the amount and timing of payment, if any, would be uncertain. Government
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requisition of one or more of our containerships may cause us to breach covenants in certain of our
credit facilities, and could have a material adverse effect on our business, results of operations and
financial condition and our ability to pay dividends to our stockholders.

The global financial markets continue to experience economic instability resulting from terrorist
attacks, regional armed conflicts and general political unrest.

Terrorist attacks in certain parts of the world over the last decade, such as the attacks on the
United States on September 11, 2001, and the continuing response of the United States and other
countries to these attacks, as well as the threat of future terrorist attacks, continue to cause
uncertainty and volatility in the world financial markets and may affect our business, results of
operations and financial condition. In addition, current conflicts in Afghanistan and general political
unrest in certain African nations and the Middle East may lead to additional regional conflicts and
acts of terrorism around the world, which may contribute to further economic instability in the
global financial markets. Political tension or conflicts in the Asia Pacific Region may also reduce the
demand for our services. These uncertainties, as well as future hostilities or other political instability
in regions where our vessels trade, could also affect trade volumes and patterns and adversely affect
our operations, our ability to obtain financing and otherwise have a material adverse effect on our
financial condition, results of operations and ability to pay dividends to our stockholders.

Acts of piracy on ocean-going vessels have recently increased in frequency, which could adversely
affect our business.

Acts of piracy have historically affected ocean-going vessels trading in certain regions of the
world, such as the South China Sea and the Gulf of Aden off the coast of Somalia. Since late 2010,
particularly in the Gulf of Aden, the frequency and violence level of piracy incidents against
commercial shipping vessels has further increased from the already high levels that have generally
existed since 2008. Our vessels regularly travel through regions where pirates are active. We may not
be adequately insured to cover losses from these incidents, which could have a material adverse
effect on our results of operations, financial condition and ability to pay dividends. Crew costs,
including those due to employing onboard security 