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The information in this prospectus supplement is not complete and may be changed. This prospectus supplement is not an offer to sell
these securities and it is not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

Filed Pursuant to Rule 424(b)(2)
Registration No. 333-133410

SUBJECT TO COMPLETION, DATED JUNE 1, 2006

Prospectus Supplement
(to Prospectus dated April 19, 2006)

7,000,000 Shares

Diana Shipping Inc.

Common Stock

We are offering 7,000,000 shares of our common stock in this offering. Our common stock is listed on the New York Stock Exchange
under the symbol "DSX." On May 31, 2006, the closing price of our common stock on the New York Stock Exchange was $10.97 per share.

See the section entitled ''Risk Factors'' beginning on page S-10 of this prospectus supplement and on page 7 of the accompanying
prospectus to read about the risks you should consider before buying shares of our common stock.

Each share of our common stock includes one right that, under certain circumstances, entitles the holder to purchase from us a unit
consisting of one-thousandth of a share of our preferred stock at a purchase price of $25.00 per unit, subject to specified adjustments.

Per Share Total
Public Offering Price $ $
Underwriting Discount $ $
Proceeds, Before Expenses, To Us $ $
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The underwriters have a 30-day option to purchase up to 1,050,000 additional shares of our common stock from us to cover any
over-allotments.

Delivery of shares will be made on or about June , 2006.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or passed upon the adequacy or accuracy of this prospectus supplement or the accompanying prospectus. Any representation
to the contrary is a criminal offense.

Bear, Stearns & Co. Inc. Wachovia Securities

BB&T Capital Markets Dahlman Rose & Co., LLC Morgan Keegan & Company, Inc.
The date of this prospectus supplement is June , 2006
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IMPORTANT NOTICE ABOUT INFORMATION IN THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is the prospectus supplement, which describes the specific terms of this offering and also adds
to and updates information contained in the accompanying base prospectus and the documents incorporated by reference into this prospectus
supplement and the base prospectus. The second part, the base prospectus, gives more general information about securities we may offer from
time to time, some of which does not apply to this offering. Generally, when we refer only to the prospectus, we are referring to both parts
combined, and when we refer to the accompanying prospectus, we are referring to the base prospectus.

If the description of this offering varies between this prospectus supplement and the accompanying prospectus, you should rely on the
information in this prospectus supplement.

You should rely only on the information contained in or incorporated by reference in this prospectus supplement and the
accompanying base prospectus. We have not authorized anyone to provide you with information that is different. If anyone provides
you with different or inconsistent information, you should not rely on it. We are offering to sell, and seeking offers to buy, common
shares only in jurisdictions where offers and sales are permitted. The information contained in or incorporated by reference in this
document is accurate only as of the date such information was issued, regardless of the time of delivery of this prospectus supplement or
any sale of our common shares.

DRY BULK SHIPPING INDUSTRY DATA

The discussions contained under the sections of this prospectus supplement entitled "Business" and "The International Dry Bulk Shipping
Industry" have been reviewed by Drewry Shipping Consultants Limited, or Drewry, which has confirmed to us that they accurately describe the
international dry bulk shipping industry, subject to the reliability of the data supporting the statistical and graphical information presented in this
prospectus supplement.

The statistical and graphical information we use in this prospectus supplement has been compiled by Drewry from its database. Drewry
compiles and publishes data for the benefit of its clients. Its methodologies for collecting data, and therefore the data collected, may differ from
those of other sources, and its data does not reflect all or even necessarily a comprehensive set of the actual transactions occurring in the market.

S-i




Edgar Filing: DIANA SHIPPING INC. - Form 424B2

PROSPECTUS SUPPLEMENT SUMMARY

This section summarizes some of the information and consolidated financial statements that appear later in this prospectus. As an investor
or prospective investor, you should read this entire prospectus supplement and the accompanying prospectus and incorporated information
carefully, including the risk factors and financial statements and related notes included or incorporated by reference in this prospectus
supplement and the accompanying prospectus, before making an investment decision. In this prospectus supplement, references to "Diana
Shipping Inc.,” "we," "us," "our company" and "our" refer to Diana Shipping Inc. and its subsidiaries. References to our "fleet" refer to the
twelve Panamax dry bulk carriers and one Capesize dry bulk carrier that we currently own and operate. References to our "fleet manager" or to

"DSS" refer to Diana Shipping Services S.A., our fleet manager, which we acquired as of April 1, 2006.
Our Company

We are Diana Shipping Inc., a Marshall Islands company that owns and operates dry bulk carriers that transport iron ore, coal, grain and
other dry cargoes along worldwide shipping routes.

Our fleet consists of twelve modern Panamax dry bulk carriers and one Capesize dry bulk carrier that, as of March 31, 2006, had a
combined carrying capacity of 1.1 million dwt and a weighted average age of 3.8 years. We have also entered into an agreement to acquire one
additional Panamax dry bulk carrier that is currently under construction that we expect to take delivery of in July 2006.

During 2005, we had a fleet utilization of 99.7%, our vessels achieved daily time charter equivalent rates of $27,838 and we generated
revenues of $103.1 million. During the first quarter of 2006, we had a fleet utilization of 99.6%, our vessels achieved daily time charter
equivalent rates of $20,165 and we generated revenues of $24.2 million. During 2003, 2004, 2005 and the first quarter of 2006, we recorded net
income of $9.5 million, $60.1 million, $65.0 million and $11.7 million, respectively.

Our objective is to expand our presence in the dry bulk shipping industry. In furtherance of this objective, we took delivery of two newly
built Panamax dry bulk carriers, two secondhand Panamax dry bulk carriers and one secondhand Capesize dry bulk carrier in 2005. In addition,
in January 2006, we took delivery of one additional newly built Panamax dry bulk carrier and have entered into an agreement in principle to
acquire one further Panamax dry bulk carrier, which we expect to take delivery of in July 2006.
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The following table presents certain information concerning the dry bulk carriers in our fleet.

Vessel Operating Status(1) Dwt Age(2) Sister Ship(3)
Nirefs Delivered Jan. 2001 75,311 5.2 years A
Alcyon Delivered Feb. 2001 75,247 5.1 years A
Triton Delivered March 2001 75,336 5.0 years A
Oceanis Delivered May 2001 75,211 4.8 years A
Dione Acquired May 2003 75,172 5.2 years A
Danae Acquired July 2003 75,106 5.2 years A
Protefs Delivered Aug. 2004 73,630 1.6 years B
Calipso Delivered Feb. 2005 73,691 1.2 years B
Pantelis SP Delivered Feb. 2005 169,883 7.1 years

Clio Delivered May 2005 73,691 0.9 years B
Erato Acquired Nov. 2005 74,444 1.6 years C
Thetis Acquired Nov. 2005 73,583 1.7 years B
Coronis Delivered Jan. 2006 74,381 0.2 years C
TBN(4) Expected acquisition July 2006 73,600 0.0 years B
M

A vessel's delivery date refers to the date that a newly built vessel was delivered to us by the shipbuilding yard. A vessel's acquisition
date refers to the date that a secondhand vessel was acquired by us from its previous owner.

)

As of March 31, 2006.
3

Each dry bulk carrier is a sister ship of each other bulk carrier that has the same letter.
“

We have entered into an agreement in principle to acquire this vessel. We expect to enter into an agreement prior to the closing of this
offering, pursuant to which we will be granted an option to purchase the vessel subject to the approval of our board of directors. We
expect our board of directors to approve the purchase of this vessel if this offering is successfully completed.
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We charter our dry bulk carriers to customers primarily pursuant to time charters. Under our time charters, the charterer typically pays us a
fixed daily charter hire rate and bears all voyage expenses, including the cost of bunkers (fuel oil) and canal and port charges. We remain
responsible for paying the chartered vessel's operating expenses, including the cost of crewing, insuring, repairing and maintaining the vessel.
We also pay (through our fleet manager) commissions ranging from 1.25% to 6.25% of the total daily charter hire rate of each charter to
unaffiliated ship brokers and to in-house brokers associated with the charterer, depending on the number of brokers involved with arranging the
charter. As of April 1, 2006, we acquired our fleet manager, Diana Shipping Services, S.A., and have brought the commercial and technical
management of our vessels in-house.

We strategically monitor developments in the dry bulk shipping industry on a regular basis and, subject to market demand, adjust the
charter hire periods for our vessels according to prevailing market conditions. Historically, we have employed our vessels on primarily
short-term time charters that have ranged in duration from a few days to 13 months, which we believe have provided us with flexibility in
responding to market developments and have assisted us in enhancing the amount of charter hire that we are paid. As contemplated by our
business strategy, however, we have also entered into time charters in excess of 18 months for five of the vessels in our fleet. We may in the
future extend the charter periods for additional vessels in our fleet to take advantage of the relatively stable cash flow and high utilization rates
that are associated with long-term time charters.

Credit Facility

In February 2005, we entered into a $230.0 million secured revolving credit facility with The Royal Bank of Scotland Plc., which was
amended on May 24, 2006 with a supplemental agreement increasing the facility amount to $300.0 million. Our credit facility also permits us to
borrow up to $50.0 million for working capital including the $20.0 million used for the acquisition of the fleet manager. Because our strategy
involves limiting the amount of debt that we have outstanding, we intend to draw funds under our credit facility to fund acquisitions and, as
necessary, our working capital needs and to repay our acquisition related debt from time to time with the net proceeds of future equity issuances.

The credit facility has a term of ten years from May 24, 2006, which we refer to as the availability date, and we are permitted to borrow up
to the facility limit, provided that conditions to drawdown are satisfied and that borrowings do not exceed 75% of the aggregate value of the
mortgaged vessels. The facility limit will be $300.0 million for a period of six years from the availability date at which time the facility limit will
be reduced to $285.0 million. Thereafter, the facility limit will be reduced by $15.0 million semi-annually over a period of four years with a final
reduction of $180.0 million at the time of the last semi-annual reduction.

Our obligations under the credit facility are secured by a first priority or preferred ship mortgage on twelve vessels in our fleet (excluding

the Coronis) and a first assignment of all freights, earnings, insurances and requisition compensation. We may grant additional security from
time to time in the future.

Our credit facility does not prohibit us from paying dividends as long as an event of default has not occurred and we are not, and after
giving effect to the payment of the dividend would not be, in breach of a covenant. If we incur debt under the credit facility, however, the
amount of cash that we have available to distribute as dividends in a period may be reduced by any interest or principal payments that we are
required to make.

Currently, we have a $71.4 million principal balance outstanding under our revolving credit facility, of which $20.0 million has been drawn
for the acquisition of our fleet manager.

Please see the section of this prospectus entitled "Business Credit Facility" for further information concerning our credit facility.
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Dividend Policy

Our policy is to declare quarterly distributions to stockholders by each February, May, August and November substantially equal to our
available cash from operations during the previous quarter after cash expenses and reserves for scheduled drydockings, intermediate and special
surveys and other purposes as our board of directors may from time to time determine are required, and after taking into account contingent
liabilities, the terms of our credit facility, our growth strategy and other cash needs and the requirements of Marshall Islands law. Our board of
directors may review and amend our dividend policy from time to time in light of our plans for future growth and other factors.

In times when we have debt outstanding, we intend to calculate our dividends per share as if we were financed entirely with equity as
described in the section of this prospectus entitled "Dividend Policy."

Since our initial public offering, we paid a dividend of $0.08 per share in June 2005, representing our results of 14 days of operations for
the first quarter of 2005, and dividends per share of $0.54, $0.465 and $0.40 representing our results of operations for the last three quarters of
2005. We also declared a dividend of $0.345 per share in May 2006, representing our results of operations for the first quarter of 2006, which we
will pay on or about June 8, 2006 to our stockholders of record as of May 18, 2006. The common shares that are issued in this offering will not
be entitled to receive this dividend.

We believe that under current law, our dividend payments from earnings and profits constitute "qualified dividend income" and as such will
generally be subject to a 15% United States federal income tax rate with respect to non-corporate individual stockholders. Distributions in excess
of our earnings and profits will be treated first as a non-taxable return of capital to the extent of a United States stockholder's tax basis in its
common stock on a dollar-for-dollar basis and thereafter as capital gain. We note that in 2005, legislation was introduced in the United States
Senate, which, if enacted in its present form, would preclude dividends received after the date of enactment from qualifying as "qualified
dividend income." The legislation was referred to committee, but no further action has been taken with respect to the proposal. Please see the
sections of this prospectus entitled "Dividend Policy" and "Tax Considerations" for additional information regarding dividend payments
generally.

Our Competitive Strengths

We believe that we possess a number of strengths that provide us with a competitive advantage in the dry bulk shipping industry:

We own a modern, high quality fleet of dry bulk carriers. We believe that owning a modern, high quality fleet reduces
operating costs, improves safety and provides us with a competitive advantage in securing favorable time charters. We
maintain the quality of our vessels by carrying out regular inspections, both while in port and at sea, and adopting a
comprehensive maintenance program for each vessel.

Our fleet includes three groups of sister ships. We believe that maintaining a fleet that includes sister ships enhances the
revenue generating potential of our fleet by providing us with operational and scheduling flexibility. The uniform nature of
sister ships also improves our operating efficiency by allowing our fleet manager to apply the technical knowledge of one
vessel to all vessels of the same series, and creates economies of scale that enable us to realize cost savings when
maintaining, supplying and crewing our vessels.

We have an experienced management team. Our management team consists of experienced executives who have on average
more than 20 years of operating experience in the shipping industry and have demonstrated ability in managing the
commercial, technical and financial
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areas of our business. Our management team is led by Mr. Simeon Palios, a qualified naval architect and engineer who has
39 years of experience in the shipping industry.

Internal management of vessel operations. As of April 1, 2006 we acquired our fleet manager and now conduct all of the
commercial and technical management of our vessels in-house. We believe that providing our own commercial and technical
management gives us a competitive advantage over many of our competitors by allowing us to more closely monitor our
operations and offer a high quality of performance, reliability and efficiency.

We benefit from strong relationships with members of the shipping and financial industries. We have developed strong
relationships with major international charterers, shipbuilders and financial institutions that we believe are the result of the
quality of our operations, the strength of our management team and our reputation for dependability.

We have a strong balance sheet and a relatively low level of indebtedness. We believe that our strong balance sheet and
relatively low level of indebtedness will increase the amount of funds that we may draw under our credit facility in
connection with future acquisitions and enable us to use cash flow that would otherwise be dedicated to debt service for
other purposes, including funding operations and making dividend payments.

Our Business Strategy

Our main objective is to manage and expand our fleet in a manner that enables us to pay attractive dividends to our stockholders. To
accomplish this objective, we intend to:

Continue to operate a high quality fleet. We intend to limit our acquisition of ships to vessels that meet rigorous industry
standards and that are capable of meeting charterer certification requirements. We intend to preserve the quality of our fleet
through regular inspections of our vessels and a comprehensive maintenance program.

Strategically expand the size of our fleet. We intend to grow our fleet through timely and selective acquisitions of vessels in
a manner that is accretive to dividends per share. We expect to focus our dry bulk carrier acquisitions primarily on Panamax
and Capesize dry bulk carriers. We intend to continue to monitor developments in market conditions regularly and expect to
acquire vessels in the future when those acquisitions would, in our view, present favorable investment opportunities.

Pursue an appropriate balance of short-term and long-term time charters. We historically have chartered our vessels to
customers primarily pursuant to short-term time charters, which we believe have generally increased our flexibility in
responding to market developments and assisted us in enhancing the amount of charter hire that we are paid. We have also
entered into time charters in excess of 18 months for five of the vessels in our fleet and may in the future extend the charter
periods for additional vessels to take advantage of the relatively stable cash flow and high utilization rates that are associated
with long-term time charters.

Maintain a strong balance sheet with low leverage. In the future, we expect to draw funds under our credit facility to fund
vessel acquisitions. We intend to repay our acquisition related debt from time to time with the net proceeds of equity
issuances. We intend to limit the amount of indebtedness that we have outstanding at any time to relatively conservative
levels.

Maintain low cost, highly efficient operations. We intend to actively monitor and control vessel operating expenses without
compromising the quality of our vessel management by utilizing regular inspection and maintenance programs, employing
and retaining qualified crew members and taking advantage of the economies of scale that result from operating sister ships.
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Capitalize on our established reputation. We intend to capitalize on our reputation for maintaining high standards of
performance, reliability and safety in establishing and maintaining relationships with major international charterers who
consider the reputation of a vessel owner and operator when entering into time charters and with shipyards and financial
institutions who consider reputation to be an indicator of creditworthiness.

Corporate Structure
Diana Shipping Inc. is a holding company existing under the laws of the Marshall Islands. We maintain our principal executive offices at
Pendelis 16, 175 64 Palaio Faliro, Athens, Greece. Our telephone number at that address is +30 (210) 947-0100. Our website address is
www.dianashippinginc.com. The information on our website is not a part of this prospectus.

S-6
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Common stock offered by this prospectus
supplement

Underwriters' over-allotment option
Common stock to be outstanding immediately
after this

offering (1)

Use of proceeds

New York Stock Exchange listing

)

The Offering

7,000,000 shares

1,050,000 shares

52,000,000 shares

We estimate that we will receive net proceeds of approximately $ million from the
issuance of new shares of our common stock in this offering assuming that the
underwriter's over-allotment option is not exercised. We intend to use such proceeds to
fund the purchase price of approximately $39.6 million of one Panamax dry bulk carrier
that we have entered into an agreement in principle to acquire and use the balance of the
net proceeds of this offering to repay $ million of indebtedness that we have incurred
under our credit facility. We intend to apply any amounts not used for such purposes to
general corporate purposes.

Shares of our common stock are listed on the New York Stock Exchange under the symbol
"DSX."

Assuming the over-allotment option is not exercised.

Risk Factors

Investing in our common stock involves substantial risk. You should carefully consider all the information in this prospectus prior to
investing in our common stock. In particular, we urge you to consider carefully the factors set forth in the section entitled "Risk Factors"
beginning on page S-10 of this prospectus supplement and on page 7 of the accompanying prospectus.
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Summary Consolidated Financial and Other Data

The following table sets forth our summary consolidated financial and other operating data. The summary consolidated financial data in
the table as of and for the three years ended December 31, 2005 are derived from our audited consolidated financial statements. The summary
consolidated financial data as of and for the three months ended March 31, 2005 and 2006 are derived from our unaudited consolidated
financial statements. We refer you to the footnotes to our consolidated financial statements for a discussion of the basis on which our
consolidated financial statements are presented. Operating results for the three months ended March 31, 2006 are not necessarily indicative of
the results that may be expected for the entire year ending December 31, 2006. In accordance with standard shipping industry practice, we have
not obtained historical operating data for secondhand vessels that we have acquired from third parties, as that data was not material to our
decision to purchase the vessels. Accordingly, we have not included any historical financial data relating to the results of operations of
secondhand vessels from the period before our acquisitions of those vessels.

The following data should be read in conjunction with the consolidated financial statements, related notes and other financial information
included in our annual report on Form 20-F for the year ended December 31, 2005 filed with the SEC on April 13, 2006, and in our report on
Form 6-K filed with the SEC on June 1, 2006 incorporated by reference herein, and our unaudited interim consolidated financial statements,
related notes and other financial information for the three months ended March 31, 2006, included herein.

As of and for the As of and for the
Year Ended December 31, Three Months Ended March 31,
2003 2004 2005 2005 2006

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

Income Statement Data:

Voyage and time charter revenues $ 25277 $ 63,839 $ 103,104 $ 23906 $ 24,179
Voyage expenses 1,549 4,330 6,480 1,634 1,755
Vessel operating expenses 6,267 9,514 14,955 3,176 4,927
Depreciation and amortization of deferred charges 3,978 5,087 9,943 1,879 3,757
Management fees 728 947 1,731 363 572
Executive management services and rent 1,470 1,528 455 342 76
General and administrative expenses 123 300 2,871 430 824
Foreign currency (gains) losses 20 3 (30) (8) 10
Operating income 11,142 42,130 66,699 16,090 12,258
Interest and finance cost, net (1,680) (2,165) (2,731) (1,677) (785)
Interest income 27 136 1,022 142 243
Gain on sale of vessel 19,982

Net income $ 9,439 $ 60,083 $ 64,990 $ 14,555  $ 11,716
Earnings per share, basic and diluted $ 037 $ 217 $ 172 $ 049 $ 0.26
Weighted average shares outstanding, basic and diluted 25,340,596 27,625,000 37,765,753 29,550,000 45,000,000
Other Financial Data:

Cash and cash equivalents $ 7441 $ 1,758 $ 21,230 $ 35,329 $ 19,418
Total current assets 9,072 3,549 26,597 36,805 24,737
Total assets 134,494 155,636 341,949 259,345 373,985
Total current liabilities 9,107 11,344 4,667 5,186 4,619
Long-term debt (including current portion) 82,628 92,246 12,859 51,169
Total stockholders' equity 48,441 59,052 324,158 253,925 317,950
Net cash flow provided by operating activities 15,218 47,379 69,256 17,754 15,605
Net cash flow used in investing activities (52,723) (11,778) (169,241) (72,232) (37,917)
Net cash flow provided by (used in) financing activities 43,079 (41,284) 119,457 88,049 20,500
Fleet Data

Average number of vessels(1) 5.1 6.3 9.6 8.0 12.7
Number of vessels at end of period 6.0 7.0 12.0 9.0 13.0
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As of and for the As of and for the
Year Ended December 31, Three Months Ended March 31,
Weighted average age of fleet (in years) 2.9 3.4 3.8 3.8 3.8
Fleet utilization(2) 99.6% 99.8% 99.7% 99.3% 99.6%
Time charter equivalent (TCE) rate(3) $ 12,812 $ 25,661 $ 27,838 $ 30,805 $ 20,165

(6]
Average number of vessels is the number of vessels that constituted our fleet for the relevant period, as measured by the sum of the number of days
each vessel was a part of our fleet during the period divided by the number of calendar days in the period.

S-8

15



@

©)

Edgar Filing: DIANA SHIPPING INC. - Form 424B2

We calculate fleet utilization by dividing the number of our operating days during a period by the number of our available days during the period. The
shipping industry uses fleet utilization to measure a company's efficiency in finding suitable employment for its vessels and minimizing the amount of
days that its vessels are off-hire for reasons other than scheduled repairs or repairs under guarantee, vessel upgrades or special surveys. Operating days
are the number of available days in a period less the aggregate number of days that our vessels are off-hire due to any reason, including unforeseen
circumstances, and are used to measure the aggregate number of days in a period during which the vessels actually generate revenues. Available days
are the number of our ownership days, which are the aggregate number of days in a period during which each vessel in our fleet has been owned by us,
less the aggregate number of days that our vessels are off-hire due to scheduled repairs or repairs under guarantee, vessel upgrades or special surveys
and the aggregate amount of time that we spend positioning our vessels, and are used to measure the number of days in a period during which vessels
should be capable of generating revenues.

Time charter equivalent rates, or TCE rates, are defined as our voyage and time charter revenues less voyage expenses during a period divided by the
number of our available days during the period, which is consistent with industry standards. Voyage expenses include port charges, bunker (fuel)
expenses, canal charges and commissions. TCE rate is a standard shipping industry performance measure used primarily to compare daily earnings
generated by vessels on time charters with daily earnings generated by vessels on voyage charters because charter hire rates for vessels on voyage
charters generally are not expressed in per day amounts while charter hire rates for vessels on time charters generally are expressed in such amounts.
The following table reflects the calculation of our TCE rates for the periods presented:

Three Months
Year Ended December 31, Ended March 31,
2003 2004 2005 2005 2006

(in thousands of U.S. dollars, except for TCE rates,
which are expressed in U.S. dollars, and available days)

Voyage and time charter revenues $ 25277 $ 63,839 $ 103,104 $ 23906 $ 24,179
Less: voyage expenses (1,549) (4,330) (6,480) (1,634) (1,755)
Time charter equivalent revenues $ 23,728 $ 59,509 $ 96,624 $ 22272 $ 22424
L L ] | L
Auvailable days 1,852 2,319 3,471 723 1,112
Time charter equivalent (TCE) rate $ 12,812 $ 25661 $ 27,838 $ 30,805 $ 20,165
S-9
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RISK FACTORS

You should consider carefully the following factors, as well as the other information set forth in this prospectus, before making an
investment in our common stock. Some of the following risks relate principally to the industry in which we operate and our business in genera

L

Other risks relate principally to the securities market and ownership of our common stock.. The occurrence of any of the events described in this

section could significantly and negatively affect our business, financial condition, operating results or cash available for dividends or the
trading price of our common stock and cause you to lose all or part of your investment.

Industry Specific Risk Factors
Charter hire rates for dry bulk carriers may decrease in the future, which may adversely affect our earnings

The dry bulk shipping industry is cyclical with attendant volatility in charter hire rates and profitability. The degree of charter hire rate
volatility among different types of dry bulk carriers has varied widely. Charter hire rates for Panamax and Capesize dry bulk carriers have
declined from their historically high levels. Because we generally charter our vessels pursuant to short-term time charters, we are exposed to
changes in spot market rates for dry bulk carriers and such changes may affect our earnings and the value of our dry bulk carriers at any given
time. We cannot assure you that we will be able to successfully charter our vessels in the future or renew existing charters at rates sufficient to
allow us to meet our obligations or to pay dividends to our stockholders. Because the factors affecting the supply and demand for vessels are
outside of our control and are unpredictable, the nature, timing, direction and degree of changes in industry conditions are also unpredictable.

Factors that influence demand for vessel capacity include:

demand for and production of dry bulk products;

global and regional economic and political conditions;

the distance dry bulk is to be moved by sea; and

changes in seaborne and other transportation patterns.

The factors that influence the supply of vessel capacity include:

the number of newbuilding deliveries;

port and canal congestion;

the scrapping rate of older vessels;

vessel casualties; and

the number of vessels that are out of service.

We anticipate that the future demand for our dry bulk carriers will be dependent upon continued economic growth in the world's

economies, including China and India, seasonal and regional changes in demand, changes in the capacity of the global dry bulk carrier fleet and
the sources and supply of dry bulk cargo to be transported by sea. The capacity of the global dry bulk carrier fleet seems likely to increase and
there can be no assurance that economic growth will continue. Adverse economic, political, social or other developments could have a material
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adverse effect on our business and operating results.
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The market values of our vessels may decrease, which could limit the amount of funds that we can borrow under our credit facility

The fair market values of our vessels have generally experienced high volatility. The market prices for secondhand Panamax and Capesize
dry bulk carriers have declined from historically high levels. You should expect the market value of our vessels to fluctuate depending on
general economic and market conditions affecting the shipping industry and prevailing charter hire rates, competition from other shipping
companies and other modes of transportation, types, sizes and age of vessels, applicable governmental regulations and the cost of newbuildings.
If the market value of our fleet declines, we may not be able to draw down the full amount of our credit facility and we may not be able to obtain
other financing or incur debt on terms that are acceptable to us or at all. Please see the section of this prospectus entitled "The International Dry
Bulk Shipping Industry" for information concerning historical prices of dry bulk carriers.

The market values of our vessels may decrease, which could cause us to breach covenants in our credit facility and adversely affect our
operating results

We believe that the market value of the vessels in our fleet is in excess of amounts required under our credit facility. However, if the market
values of our vessels, which have declined from historically high levels, decrease, we may breach some of the covenants contained in the
financing agreements relating to our indebtedness at the time, including covenants in our credit facility. If we do breach such covenants and we
are unable to remedy the relevant breach, our lenders could accelerate our debt and foreclose on our fleet. In addition, if the book value of a
vessel is impaired due to unfavorable market conditions or a vessel is sold at a price below its book value, we would incur a loss that could
adversely affect our operating results.

World events could affect our results of operations and financial condition

Terrorist attacks such as those in New York on September 11, 2001 and in London on July 7, 2005 and the continuing response of the
United States to these attacks, as well as the threat of future terrorist attacks in the United States or elsewhere, continues to cause uncertainty in
the world's financial markets and may affect our business, operating results and financial condition. The continuing conflict in Iraq may lead to
additional acts of terrorism and armed conflict around the world, which may contribute to further economic instability in the global financial
markets. These uncertainties could also adversely affect our ability to obtain additional financing on terms acceptable to us or at all. In the past,
political conflicts have also resulted in attacks on vessels, mining of waterways and other efforts to disrupt international shipping, particularly in
the Arabian Gulf region. Acts of terrorism and piracy have also affected vessels trading in regions such as the South China Sea. Any of these
occurrences could have a material adverse impact on our operating results, revenues and costs.

Our operating results are subject to seasonal fluctuations, which could affect our operating results and the amount of available cash
with which we can pay dividends

We operate our vessels in markets that have historically exhibited seasonal variations in demand and, as a result, in charter hire rates. This
seasonality may result in quarter-to-quarter volatility in our operating results, which could affect the amount of dividends that we pay to our
stockholders from quarter to quarter. The dry bulk carrier market is typically stronger in the fall and winter months in anticipation of increased
consumption of coal and other raw materials in the northern hemisphere during the winter months. In addition, unpredictable weather patterns in
these months tend to disrupt vessel scheduling and supplies of certain commodities. As a result, our revenues have historically been weaker
during the fiscal quarters ended June 30 and September 30, and, conversely, our revenues have historically been stronger in fiscal quarters ended
December 31 and March 31. While this seasonality
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has not materially affected our operating results, it could materially affect our operating results and cash available for distribution to our
stockholders as dividends in the future.

Rising fuel prices may adversely affect our profits

While we generally do not bear the cost of fuel (bunkers) under our charters, fuel is a significant, if not the largest, expense in our shipping
operations when vessels are under voyage charter. Changes in the price of fuel may adversely affect our profitability. The price and supply of
fuel is unpredictable and fluctuates based on events outside our control, including geopolitical developments, supply and demand for oil and gas,
actions by OPEC and other oil and gas producers, war and unrest in oil producing countries and regions, regional production patterns and
environmental concerns. Further, fuel may become much more expensive in the future, which may reduce the profitability and competitiveness
of our business versus other forms of transportation, such as truck or rail.

We are subject to international safety regulations and the failure to comply with these regulations may subject us to increased liability,
may adversely affect our insurance coverage and may result in a denial of access to, or detention in, certain ports

The operation of our vessels is affected by the requirements set forth in the United Nations' International Maritime Organization's
International Management Code for the Safe Operation of Ships and Pollution Prevention, or ISM Code. The ISM Code requires shipowners,
ship managers and bareboat charterers 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 operation and describing procedures for dealing with
emergencies. The failure of a shipowner or bareboat charterer to comply with the ISM Code may subject it to increased liability, may invalidate
existing insurance or decrease available insurance coverage for the affected vessels and may result in a denial of access to, or detention in,
certain ports. As of the date of this prospectus, each of our vessels is ISM code-certified.

Maritime claimants could arrest one or more of our vessels, which could interrupt our cash flow

Crew members, suppliers of goods and services to a vessel, shippers of cargo and other parties may be entitled to a maritime lien against a
vessel for unsatisfied debts, claims or damages. In many jurisdictions, a claimant may seek to obtain security for its claim by arresting a vessel
through foreclosure proceedings. The arrest or attachment of one or more of our vessels could interrupt our cash flow and require us to pay large
sums of money to have the arrest or attachment lifted. In addition, in some jurisdictions, such as South Africa, under the "sister ship" theory of
liability, a claimant may arrest both the vessel which is subject to the claimant's maritime lien and any "associated" vessel, which is any vessel
owned or controlled by the same owner. Claimants could attempt to assert "sister ship" liability against one vessel in our fleet for claims relating
to another of our vessels.

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

A government could requisition one or more of our vessels for title or for hire. Requisition for title occurs when a government takes control
of a vessel and becomes her owner, while requisition for hire occurs when a government takes control of a vessel and effectively becomes her
charterer at dictated charter rates. Generally, requisitions occur during periods of war or emergency, although governments may elect to
requisition vessels in other circumstances. Although we would be entitled to compensation in the event of a requisition of one or more of our
vessels, the amount and timing of payment would be uncertain. Government requisition of one or more of our vessels may negatively

S-12

20



Edgar Filing: DIANA SHIPPING INC. - Form 424B2

impact our revenues and reduce the amount of cash we have available for distribution as dividends to our stockholders.

Company Specific Risk Factors

We are dependent on short-term time charters in a volatile shipping industry and a decline in charter hire rates would affect our results
of operations and ability to pay dividends

We charter our vessels primarily pursuant to short-term time charters, although we have also entered into time charters in excess of
18 months for five of the vessels in our fleet and we may in the future employ additional vessels on longer term time charters. Currently, two of
our vessels are employed on time charters scheduled to expire within the next six months, at which time we expect to enter into new charters for
those vessels. Although dependence on short-term time charters is not unusual in the dry bulk shipping industry, the short-term time charter
market is highly competitive and spot market charter hire rates (which affect time charter rates) may fluctuate significantly based upon available
charters and the supply of, and demand for, seaborne shipping capacity. While our focus on the short-term time charter market may enable us to
benefit in periods of increasing charter hire rates, we must consistently renew our charters and this dependence makes us vulnerable to declining
charter rates. As a result of the volatility in the dry bulk carrier charter market, we may not be able to employ our vessels upon the termination of
their existing charters at their current charter hire rates. The dry bulk carrier charter market is volatile, and in the past short-term time charter and
spot market charter rates for dry bulk carriers have declined below operating costs of vessels. We cannot assure you that future charter hire rates
will enable us to operate our vessels profitably or to pay you dividends. Please see the sections of this prospectus entitled "Business" for the
current charter rates for each of our vessels and "The International Dry Bulk Shipping Industry" for historical time charter rates for dry bulk
charters.

Our earnings may be adversely affected if we are not able to take advantage of favorable charter rates

We charter our dry bulk carriers to customers primarily pursuant to short-term time charters that range in duration from a few days to
13 months. However, we have also entered into time charters in excess of 18 months for five of our vessels. We may in the future extend the
charter periods for additional vessels in our fleet. While we believe that longer-term charters provide us with relatively stable cash flows and
higher utilization rates than shorter-term charters, our vessels that are committed to longer-term charters may not be available for employment
on short-term charters during periods of increasing short-term charter hire rates when these charters may be more profitable than long-term
charters.

We cannot assure you that our board of directors will declare dividends

Our policy is to declare quarterly distributions to stockholders by each February, May, August and November substantially equal to our
available cash from operations during the previous quarter after cash expenses and reserves for scheduled drydockings, intermediate and special
surveys and other purposes as our board of directors may from time to time determine are required, and after taking into account contingent
liabilities, the terms of our credit facility, our growth strategy and other cash needs and the requirements of Marshall Islands law. The
declaration and payment of dividends, if any, will always be subject to the discretion of our board of directors. The timing and amount of any
dividends declared will depend on, among other things, our earnings, financial condition and cash requirements and availability, our ability to
obtain debt and equity financing on acceptable terms as contemplated by our growth strategy and provisions of Marshall Islands law affecting
the payment of dividends. The international dry bulk shipping 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
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may be a high degree of variability from period to period in the amount of cash that is available for the payment of dividends.

We may incur expenses or liabilities or be subject to other circumstances in the future that reduce or eliminate the amount of cash that we
have available for distribution as dividends, including as a result of the risks described in this section of the prospectus. Our growth strategy
contemplates that we will finance the acquisition of additional vessels through a combination of debt and equity financing on terms acceptable to
us. If financing is not available to us on acceptable terms, our board of directors may determine to finance or refinance acquisitions with cash
from operations, which would reduce or even eliminate the amount of cash available for the payment of dividends.

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 while a company is insolvent or would be rendered insolvent
by the payment of such a dividend. We may not have sufficient surplus in the future to pay dividends. We can give no assurance that dividends
will be paid in the amounts anticipated in this prospectus or at all.

We may have difficulty managing our planned growth properly

In 2005, we took delivery of five vessels, two newbuilding Panamax dry bulk carriers, two secondhand Panamax dry bulk carriers and one
secondhand Capesize dry bulk carrier. In January 2006, we took delivery of one additional newly built Panamax dry bulk carrier and have
entered into an agreement in principle to acquire one further Panamax dry bulk carrier, which we expect to take delivery of in July 2006. The
addition of these vessels to our fleet has resulted in a significant increase in the size of our fleet and has imposed significant additional
responsibilities on our management and staff. While we expect our fleet to grow further, this may require us to increase the number of our
personnel. We will also have to increase our customer base to provide continued employment for the new vessels. In addition, our acquisition of
our fleet manager on April 1, 2006 has imposed further requirements upon our management and staff.

Our future growth will primarily depend on our ability to:

locate and acquire suitable vessels;

identify and consummate acquisitions or joint ventures;

enhance our customer base;

manage our expansion; and

obtain required financing on acceptable terms.

Growing any business by acquisition presents numerous risks, such as undisclosed liabilities and obligations, the possibility that
indemnification agreements will be unenforceable or insufficient to cover potential losses and difficulties associated with imposing common
standards, controls, procedures and policies, obtaining additional qualified personnel, managing relationships with customers and integrating
newly acquired assets and operations into existing infrastructure. We cannot give any assurance that we will be successful in executing our
growth plans or that we will not incur significant expenses and losses in connection with our future growth.

We cannot assure you that we will be able to borrow amounts under our credit facility and restrictive covenants in our credit facility
may impose financial and other restrictions on us

We entered into a secured revolving credit facility with The Royal Bank of Scotland Plc in February 2005 and amended the facility in
May 2006. We have used and intend to use the facility in the future to finance future vessel acquisitions and our working capital requirements.
Our ability to
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borrow amounts under the credit facility is subject to the execution of customary documentation relating to the facility, including security
documents, satisfaction of certain customary conditions precedent and compliance with terms and conditions included in the loan documents.
Prior to each drawdown, we are required, among other things, to provide the lender with acceptable valuations of the mortgaged vessels in our
fleet confirming that the vessels in our fleet have a minimum value and that the vessels in our fleet that secure our obligations under the facility
are sufficient to satisfy minimum security requirements. To the extent that we are not able to satisfy these requirements, including as a result of a
decline in the value of our vessels, we may not be able to draw down the full amount under the credit facility without obtaining a waiver or
consent from the lender. We will also not be permitted to borrow amounts under the facility if we experience a change of control.

The credit facility also imposes operating and financial restrictions on us. These restrictions may limit our ability to, among other things:

pay dividends or make capital expenditures if we do not repay amounts drawn under our credit facility, if there is a default
under the credit facility or if the payment of the dividend or capital expenditure would result in a default or breach of a loan
covenant;

incur additional indebtedness, including through the issuance of guarantees;

change the flag, class or management of our vessels;

create liens on our assets;

sell our vessels;

enter into a time charter or consecutive voyage charters that have a term that exceeds, or which by virtue of any optional
extensions may exceed, thirteen months;

merge or consolidate with, or transfer all or substantially all our assets to, another person; and

enter into a new line of business.

Therefore, we may need to seek permission from our lender in order to engage in some corporate actions. Our lender's interests may be
different from ours and we cannot guarantee that we will be able to obtain our lender's permission when needed. This may limit our ability to
pay dividends to you, finance our future operations, make acquisitions or pursue business opportunities.

We cannot assure you that we will be able to refinance indebtedness incurred under our credit facility

We intend to finance our future vessel acquisitions initially with secured indebtedness drawn under our credit facility. While we intend to
refinance amounts drawn under our credit facility with the net proceeds of future equity offerings, we cannot assure you that we will be able to
do so on terms that are acceptable to us or at all. If we are not able to refinance these amounts with the net proceeds of equity offerings on terms
acceptable to us or at all, we will have to dedicate a portion of our cash flow from operations to pay the principal and interest of this
indebtedness. If we are not able to satisfy these obligations, we may have to undertake alternative financing plans. The actual or perceived credit
quality of our charterers, any defaults by them, and the market value of our fleet, among other things, may materially affect our ability to obtain
alternative financing. In addition, debt service payments under our credit facility or alternative financing may limit funds otherwise available for
working capital, capital expenditures and other purposes. If we are unable to meet our debt obligations, or if we otherwise default under our
credit facility or an alternative financing arrangement, our lender could declare the debt, together with accrued interest and fees, to be
immediately due and payable and foreclose on our fleet, 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.
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If our additional dry bulk carrier is not delivered on time, our earnings and financial condition could suffer

We have entered into an agreement in principle to acquire one additional Panamax dry bulk carrier. We expect to take delivery of this
vessel by July 2006. A delay in the delivery of this vessel to us or the failure of the contract counterparty to deliver the vessel to us at all could
adversely affect our earnings, our financial condition and the amount of dividends that we pay in the future. In addition, the delivery of this
vessel with substantial defects could have similar consequences.

Purchasing and operating secondhand vessels may result in increased operating costs and reduced fleet utilization

While we have the right to inspect previously owned vessels prior to our purchase of them and we intend to inspect all secondhand vessels
that we acquire in the future, such an inspection does not provide us with the same knowledge about their condition that we would have if these
vessels had been built for and operated exclusively by us. A secondhand vessel may have conditions or defects that we were not aware of when
we bought the vessel and which may require us to incur costly repairs to the vessel. These repairs may require us to put a vessel into drydock
which would reduce our fleet utilization. Furthermore, we usually do not receive the benefit of warranties on secondhand vessels.

In the highly competitive international shipping industry, we may not be able to compete for charters with new entrants or established
companies with greater resources

We employ our vessels in a highly competitive market that is capital intensive and highly fragmented. Competition arises primarily from
other vessel owners, some of whom have substantially greater resources than we do. Competition for the transportation of dry bulk cargo by sea
is intense and depends on price, location, size, age, condition and the acceptability of the vessel and its operators to the charterers. Due in part to
the highly fragmented market, competitors with greater resources could enter the dry bulk shipping industry and operate larger fleets through
consolidations or acquisitions and may be able to offer lower charter rates and higher quality vessels than we are able to offer.

We may be unable to attract and retain key management personnel and other employees in the shipping industry, which may negatively
impact the effectiveness of our management and results of operations

Our success depends to a significant extent upon the abilities and efforts of our management team. We have entered into employment
contracts with our Chairman and Chief Executive Officer, Mr. Simeon Palios, our President, Mr. Anastassis Margaronis, our Chief Financial
Officer, Mr. Andreas Michalopoulos and our Vice President, Mr. loannis Zafirakis. Our success will depend upon our ability to retain key
members of our management team and to hire new members as may be necessary. The loss of any of these individuals could adversely affect our
business prospects and financial condition. Difficulty in hiring and retaining replacement personnel could have a similar effect. We do not
currently, nor do we intend to, maintain "key man" life insurance on any of our officers.

Risks associated with operating ocean-going vessels could affect our business and reputation, which could adversely affect our revenues
and stock price

The operation of ocean-going vessels carries inherent risks. These risks include the possibility of:

marine disaster;

environmental accidents;

cargo and property losses or damage;
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business interruptions caused by mechanical failure, human error, war, terrorism, political action in various countries, labor
strikes or adverse weather conditions; and

piracy.

Any of these circumstances or events could increase our costs or lower our revenues. The involvement of our vessels in an environmental
disaster may harm our reputation as a safe and reliable vessel owner and operator.

The shipping industry has inherent operational risks that may not be adequately covered by our insurance

We procure insurance for our fleet against risks commonly insured against by vessel owners and operators. Our current insurance includes
hull and machinery insurance, war risks insurance and protection and indemnity insurance (which includes environmental damage and pollution
insurance). We can give no assurance that we are adequately insured against all risks or that our insurers will pay a particular claim. Even if our
insurance coverage is adequate to cover our losses, we may not be able to timely obtain a replacement vessel in the event of a loss. Furthermore,
in the future, we may not be able to obtain adequate insurance coverage at reasonable rates for our fleet. We may also be subject to calls, or
premiums, in amounts based not only on our own claim records but also the claim records of all other members of the protection and indemnity
associations through which we receive indemnity insurance coverage for tort liability. Our insurance policies also contain deductibles,
limitations and exclusions which, although we believe are standard in the shipping industry, may nevertheless increase our costs.

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 of March 31, 2006, the
thirteen vessels in our fleet had a combined carrying capacity of 1.1 million dwt and a weighted average age of 3.8 years. As our fleet ages, we
will incur increased costs. Older vessels are typically less fuel efficient and more costly to maintain than more recently constructed vessels due
to improvements in engine technology. Cargo insurance rates increase with the age of a vessel, making older vessels less desirable to charterers.
Governmental regulations and safety or other equipment standards related to the age of vessels 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 vessels may engage. We cannot assure you that,
as our vessels age, market conditions will justify those expenditures or enable us to operate our vessels profitably during the remainder of their
useful lives.

We may have to pay tax on United States source income, which would reduce our earnings

Under the United States Internal Revenue Code of 1986, or the Code, 50% of the gross shipping income of a vessel owning or chartering
corporation, such as ourselves and our subsidiaries, that is attributable to transportation that begins or ends, but that does not both begin and end,
in the United States is characterized as United States source shipping income and such income is subject to a 4% United States federal income
tax without allowance for deductions, unless that corporation qualifies for exemption from tax under Section 883 of the Code and the Treasury
regulations.

Prior to our secondary offering in December 2005, based on a literal reading of the Section 883 regulation treatment of holders of bearer
shares as non-qualified shareholders, we did not qualify for this statutory tax exemption for the 2005 taxable year because our Chairman and
Chief Executive Officer, Mr. Simeon Palios, who owned 51.8% of our stock, owned our shares through holding companies that had bearer
shares. Nevertheless, we believe our facts are distinguishable from those which the regulations were intended to address and, therefore, we
intend to take the position that we
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qualify for this statutory tax exemption for United States federal income tax purposes for 2005. We can give no assurance, however, that we
would prevail if our position were challenged on audit.

After our secondary offering in December 2005, as a result of the percentage ownership of our stock held by Simeon Palios being reduced
to 46.04% and the commitment of Fortis Bank (Nederland) N.V., the ultimate beneficial owner of 11.22% of our stock, to procure the
submission of ownership statements evidencing its status as a qualified shareholder in accordance with the Section 883 regulations, we expect
that we and each of our subsidiaries will qualify for exemption under Section 883 for 2006, assuming that for more than half the days of the
year, the ownership of our shares by holders of bearer shares remains below 50%, there are no other owners of 5% or more of our stock other
than Fortis or Mr. Palios during such period, and Fortis submits ownership statements evidencing its qualified shareholder status for such period.
However, there are factual circumstances beyond our control that could cause us to lose the benefit of this tax exemption. For example, if other
shareholders with a five percent or greater interest in our stock were to acquire and hold our stock for more than half the days of the year and we
could not obtain ownership statements from them evidencing their qualified shareholder status, our eligibility to qualify for exemption under
Section 883 could depend upon taking the same position as to the holders of bearer shares as we intend to take on our U.S. tax returns for 2005
and as indicated above, we can give no assurance that we would prevail if our position were challenged on audit.

If we or our subsidiaries are not entitled to this exemption under Section 883 for any taxable year, we or our subsidiaries would be subject
for those years to a 4% United States federal income tax on our U.S.-source shipping income. The imposition of this taxation could have a
negative effect on our business and would result in decreased earnings available for distribution to our shareholders. For the 2005 and 2006
taxable years, we estimate that our maximum United States federal income tax liability would be immaterial if we were to be subject to this
taxation. Please see the section of this prospectus supplement entitled "Tax Considerations United States Federal Income Taxation of Our
Company" for a more comprehensive discussion of the United States federal income tax consequences.

United States tax authorities could treat us as a '"passive foreign investment company'', which could have adverse United States federal
income tax consequences to United States holders

A foreign corporation will be treated as a "passive foreign investment company," or PFIC, for United States federal income tax purposes if
either (1) at least 75% of its gross income for any taxable year consists of certain types of "passive income" or (2) at least 50% of the average
value of the corporation's assets produce or are held for the production of those types of "passive income." For purposes of these tests, "passive
income" includes dividends, interest and gains from the sale or exchange of investment property and rents and royalties other than rents and
royalties which are received from unrelated parties in connection with the active conduct of a trade or business. For purposes of these tests,
income derived from the performance of services does not constitute "passive income." United States shareholders of a PFIC are subject to a
disadvantageous United States federal income tax regime with respect to the income derived by the PFIC, the distributions they receive from the
PFIC and the gain, if any, they derive from the sale or other disposition of their shares in the PFIC.

Based on our current and proposed method of operation, we do not believe that we will be a PFIC with respect to any taxable year. In this
regard, we intend to treat the gross income we derive or are deemed to derive from our time chartering activities as services income, rather than
rental income. Accordingly, we believe that our income from our time chartering activities does not constitute "passive income," and the assets
that we own and operate in connection with the production of that income do not constitute passive assets.
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There is, however, no direct legal authority under the PFIC rules addressing our proposed method of operation. Accordingly, no assurance
can be given that the United States Internal Revenue Service, or IRS, or a court of law will accept our position, and there is a risk that the IRS or
a court of law could determine that we are a PFIC. Moreover, no assurance can be given that we would not constitute a PFIC for any future
taxable year if there were to be changes in the nature and extent of our operations.

If the IRS were to find that we are or have been a PFIC for any taxable year, our United States shareholders will face adverse United States
tax consequences. Under the PFIC rules, unless those shareholders make an election available under the Code (which election could itself have
adverse consequences for such shareholders, as discussed below under "Tax Considerations United States Federal Income Taxation of United
States Holders"), such shareholders would be liable to pay United States federal income tax at the then prevailing income tax rates on ordinary
income plus interest upon excess distributions and upon any gain from the disposition of our common shares, as if the excess distribution or gain
had been recognized ratably over the stockholder's holding period of our common shares. Please see the section of this prospectus entitled "Tax
Considerations United States Federal Income Taxation of United States Holders" for a more comprehensive discussion of the United States
federal income tax consequences to United States shareholders if we are treated as a PFIC.

We depend upon a few significant customers for a large part of our revenues and the loss of one or more of these customers could
adversely affect our financial performance

We have historically derived a significant part of our revenues from a small number of charterers. During the first quarter of 2006,
approximately 77% of our revenues derived from five charterers and in 2005, approximately 63% of our revenues derived from four charterers.
If one or more of our charterers chooses not to charter our vessels or is unable to perform under one or more charters with us and we are not able
to find a replacement charter, we could suffer a loss of revenues that could adversely affect our financial condition, results of operations and
cash available for distribution as dividends to our shareholders.

Our vessels may suffer damage and we may face unexpected drydocking costs, which could adversely affect our cash flow and financial
condition

If our vessels suffer damage, they may need to be repaired at a drydocking facility. The costs of drydock repairs are unpredictable and can
be substantial. The loss of earnings while our vessels are being repaired and repositioned, as well as the actual cost of these repairs, would
decrease our earnings and reduce the amount of cash that we have available for dividends. We may not have insurance that is sufficient to cover
all or any of these costs or losses and may have to pay drydocking costs not covered by our insurance.

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 make dividend payments depends on our subsidiaries and their
ability to distribute funds to us. If we are unable to obtain funds from our subsidiaries, our board of directors may exercise its discretion not to
declare or pay dividends. We do not intend to obtain funds from other sources to pay dividends.
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As we expand our business, we may need to improve our operating and financial systems and will need to recruit suitable employees and
crew for our vessels

Our current operating and financial systems may not be adequate as we expand the size of our fleet and our attempts to improve those
systems may be ineffective. In addition, as we expand our fleet, we will need to recruit suitable additional seafarers and shoreside administrative
and management personnel. While we have not experienced any difficulty in recruiting to date, we cannot guarantee that we will be able to
continue to hire suitable employees as we expand our fleet. If we or our crewing agent encounters business or financial difficulties, we may not
be able to adequately staff our vessels. If we are unable to grow our financial and operating systems or to recruit suitable employees as we
expand our fleet, our financial performance may be adversely affected and, among other things, the amount of cash available for distribution as
dividends to our shareholders may be reduced.

Risks Relating to Our Common Stock

There is no guarantee that there will continue to be an active and liquid public market for you to resell our common stock in the future

The price of our common stock after this offering may be volatile and may fluctuate due to factors such as:

actual or anticipated fluctuations in our quarterly and annual results and those of other public companies in our industry;

mergers and strategic alliances in the dry bulk shipping industry;

market conditions in the dry bulk shipping industry;

changes in government regulation;

shortfalls in our operating results from levels forecast by securities analysts;

announcements concerning us or our COIIlpCtitOI'S; and

the general state of the securities market.

The dry bulk shipping industry has been highly unpredictable and volatile. The market for common stock in this industry may be equally
volatile.

We are incorporated in the Marshall Islands, which does not have a well-developed body of corporate law

Our corporate affairs are governed by our amended and restated articles of incorporation and bylaws and by the Marshall Islands Business
Corporations Act, or the BCA. The provisions of the BCA resemble provisions of the corporation laws of a number of states in the United
States. However, there have been few judicial cases in the Marshall Islands interpreting the BCA. The rights and fiduciary responsibilities of
directors under the laws of the Marshall Islands are not as clearly established as the rights and fiduciary responsibilities of directors under
statutes or judicial precedent in existence in the United States. The rights of stockholders of the Marshall Islands may differ from the rights of
stockholders of companies incorporated in the United States. While the BCA provides that it is to be interpreted according to the laws of the
State of Delaware and other states with substantially similar legislative provisions, there have been few, if any, court cases interpreting the BCA
in the Marshall Islands and we can not predict whether Marshall Islands courts would reach the same conclusions as United States courts. Thus,
you may have more difficulty in protecting your interests in the face of actions by the management, directors or controlling stockholders than
would stockholders of a corporation incorporated in a United States jurisdiction which has developed a relatively more substantial body of case
law.
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Certain existing stockholders will be able to exert considerable control over matters on which our stockholders are entitled to vote
following the completion of this offering

Certain of our current stockholders will own, directly or indirectly, approximately 49.56% of our outstanding common stock after this
offering, assuming the underwriters do not exercise their over-allotment option. Please see the section entitled "Principal Stockholders" included
in our annual report on Form 20-F for the year ended December 31, 2005 filed with the SEC on April 19, 2006 and incorporated herein by
reference. While these stockholders have no agreement, arrangement or understanding relating to the voting of their shares of our common stock
following the completion of this offering, they will effectively control the outcome of matters on which our stockholders are entitled to vote,
including the election of directors and other significant corporate actions. The interests of these stockholders may be different from your
interests.

Future sales of our common stock could cause the market price of our common stock to decline

Sales of a substantial number of shares of our common stock in the public market following this offering, or the perception that these sales
could occur, may depress the market price for our common stock. These sales could also impair our ability to raise additional capital through the
sale of our equity securities in the future.

We intend to issue additional shares of our common stock in the future and our stockholders may elect to sell large numbers of shares held
by them from time to time. Our amended and restated articles of incorporation authorize us to issue up to 100,000,000 shares of common stock,
of which 52,000,000 shares will be outstanding immediately after this offering, assuming that the underwriters do not exercise their
over-allotment option. Immediately after this offering, assuming that the underwriters do not exercise their over-allotment option, entities
affiliated with our President and Chief Executive Officer and certain other large stockholders will own 25,768,750 shares, or approximately
49.56%, of our outstanding common stock. The number of shares of common stock available for sale in the public market will be limited by
restrictions applicable under securities laws and agreements that we and our executive officers, directors and principal stockholders have entered
into with the underwriters of this offering. Subject to certain exceptions, these agreements generally restrict us and our executive officers,
directors and principal stockholders from directly or indirectly offering, selling, pledging, hedging or otherwise disposing of our equity securities
or any security that is convertible into or exercisable or exchangeable for our equity securities and from engaging in certain other transactions
relating to such securities for a period of 90 days after the date of this prospectus without the prior written consent of Bear, Stearns & Co. Inc.
and Wachovia Capital Markets, LLC. However, if (a) during the period that begins on the date that is 15 calendar days plus three business days
before the last day of the foregoing 90-day period and ends on the last day of the foregoing 90-day period, we issue an earnings release or
material news or a material event relating to us occurs or (b) prior to the expiration of the foregoing 90-day period referred, we announce that we
will release earnings results during the 16-day period beginning on the last day of the 90-day period, these "lock-up" restrictions imposed will
continue to apply until the expiration of the date that is 15 calendar days plus three business days after the date on which the issuance of the
earnings release or the material news or material event occurs, unless Bear, Stearns & Co. Inc. and Wachovia Capital Markets, LLC waive the
extension of such restrictions. Bear, Stearns & Co. Inc. and Wachovia Capital Markets, LLC may, in their sole discretion and at any time or from
time to time before the expiration of the lock-up period, without notice, release all or any portion of the securities subject to these agreements.

Prior to our initial public offering, we entered into a registration rights agreement with Corozal Compania Naviera S.A., Ironwood Trading
Corp. and Zoe S. Company Ltd., certain of our stockholders, pursuant to which we have granted them, their affiliates (including Mr. Simeon
Palios, Mr. Anastassis Margaronis and Mr. loannis Zafirakis) and certain of their transferees, the right, under certain circumstances and subject
to certain restrictions, including restrictions included in the lock-up
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agreements to which they are a party, to require us to register under the Securities Act of 1933, as amended, or the Securities Act, shares of our
common stock held by them. Under the registration rights agreement, these persons have the right to request us to register the sale of shares held
by them on their behalf and may require us to make available shelf registration statements permitting sales of shares into the market from time to
time over an extended period. In addition, these persons have the ability to exercise certain piggyback registration rights in connection with
registered offerings requested by stockholders or initiated by us. These stockholders have waived the right to have any of their shares of our
common stock registered in this offering pursuant to this agreement. Registration of such shares under the Securities Act would, except for
shares purchased by affiliates, result in such shares becoming freely tradable without restriction under the Securities Act immediately upon the
effectiveness of such registration. In addition, shares not registered pursuant to the registration rights agreement may, subject to the lock-up
agreements to which certain of our stockholders of record are a party, be resold pursuant to an exemption from the registration requirements of
the Securities Act, including the exemptions provided by Rule 144 and Regulation S under the Securities Act. We refer you to the sections of
this prospectus entitled "Related Party Transactions Registration Rights Agreement", "Shares Eligible for Future Sale" and "Underwriting" for
further information regarding the circumstances under which additional shares of our common stock may be sold.

Anti-takeover provisions in our organizational documents could make it difficult for our stockholders to replace or remove our current
board of directors or have the effect of discouraging, delaying or preventing a merger or acquisition, which could adversely affect the
market price of our common stock

Several provisions of our amended and restated articles of incorporation and bylaws could make it difficult for our stockholders to change
the composition of our board of directors in any one year, preventing them from changing the composition of management. In addition, the same
provisions may discourage, delay or prevent a merger or acquisition that stockholders may consider favorable.

These provisions include:

authorizing our board of directors to issue "blank check" preferred stock without stockholder approval;

providing for a classified board of directors with staggered, three year terms;

prohibiting cumulative voting in the election of directors;

authorizing the removal of directors only for cause and only upon the affirmative vote of the holders of a majority of the
outstanding shares of our common stock entitled to vote for the directors;

prohibiting stockholder action by written consent;

limiting the persons who may call special meetings of stockholders; and

establishing advance notice requirements for nominations for election to our board of directors or for proposing matters that
can be acted on by stockholders at stockholder meetings.

In addition, we have adopted a stockholder rights plan pursuant to which our board of directors may cause the substantial dilution of any
person that attempts to acquire us without the approval of our board of directors.

These anti-takeover provisions, including provisions of our stockholder rights plan, could substantially impede the ability of public
stockholders to benefit from a change in control and, as a result, may adversely affect the market price of our common stock and your ability to
realize any potential change of control premium.
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FORWARD-LOOKING STATEMENTS

This prospectus includes assumptions, expectations, projections, intentions and beliefs about future events. These statements are intended as
"forward-looking statements." All statements in this document that are not statements of historical fact are forward-looking statements. These
forward-looking statements may be identified by the use of predictive, future-tense or forward-looking terminology, such as "anticipate,"

"estimate," "intend," "project,” "forecast," "plan," "potential,” "will," "may," "should," "expect" or similar terms.

non non non non

Forward-looking statements include, but are not limited to, such matters as:

our future operating or financial results;

expectations relating to dividend payments;

statements about pending, anticipated or recent acquisitions, business strategy and expected capital spending or operating
expenses;

statements about shipping industry trends, including charter hire rates and factors affecting supply and demand;

our ability to obtain additional financing;

expectations regarding the availability of vessel acquisitions; and

anticipating developments with respect to litigation.

Forward-looking statements are based upon assumptions, expectations, projections, intentions and beliefs as to future events that may not
prove to be accurate. Actual outcomes and results may differ materially from what is expressed or forecast in the forward-looking statements
included herein. The reasons for this include the risks, uncertainties and factors described under the section of this prospectus entitled "Risk
Factors."
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USE OF PROCEEDS

We estimate that we will receive net proceeds of approximately $ million from the issuance of new shares of our common stock in
this offering assuming that the underwriter's over-allotment option is not exercised. We intend to use such proceeds to fund the purchase price of
approximately $39.6 million of one Panamax dry bulk carrier that we have entered into an agreement in principle to acquire and to repay
approximately $ million of indebtedness that we have incurred under our revolving credit facility. We intend to apply any amounts not
used for such purposes for general corporate purposes.
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DIVIDEND POLICY

Our policy is to declare quarterly distributions to stockholders by each February, May, August and November substantially equal to our
available cash from operations during the previous quarter after expenses and reserves for scheduled drydockings, intermediate and special
surveys and other purposes as our board of directors may from time to time determine are required, and after taking into account contingent
liabilities, the terms of our credit facility, our growth strategy and other cash needs and the requirements of Marshall Islands law. Our board of
directors may review and amend our dividend policy from time to time in light of our plans for future growth and other factors.

In times when we have debt outstanding, we intend to calculate our dividends per share as if we were financed entirely with equity such
that (i) the available cash from operations as determined by our board of directors would be increased by the amount of interest expense incurred
on account of such outstanding debt during the current year, and (ii) the number of shares outstanding would be deemed to include an additional
number of shares, which, if issued, would have generated net proceeds that would have been sufficient to have allowed us to repay such
outstanding debt as of the beginning of the related period (based on the market price of our common stock as of the determination date).
Depending on the circumstances, we may or may not be required to use sources other than our available cash from operations to fund such
dividends.

Since our initial public offering, we paid a dividend of $0.08 per share in June 2005, representing our results of 14 days of operations for
the first quarter of 2005, and dividends per share of $0.54, $0.465 and $0.40, representing our results of operations for the last three quarters of
2005. We also declared a dividend of $0.345 per share in May 2006, representing our results of operations for the first quarter of 2006, which we
will pay on or about June 8, 2006 to our stockholders of record on May 18, 2006. The common shares that are issued in this offering will not be
entitled to receive this dividend.

We believe that, under current law, our dividend payments from earnings and profits will constitute "qualified dividend income" and as
such will generally be subject to a 15% United States federal income tax rate with respect to non-corporate individual stockholders. Distributions
in excess of our earnings and profits will be treated first as a non-taxable return of capital to the extent of a United States stockholder's tax basis
in its common stock on a dollar-for-dollar basis and thereafter as capital gain. We note that in 2005, legislation was introduced in the United
States Senate, which, if enacted in its present form, would preclude dividends received after the date of enactment from qualifying as "qualified
dividend income." The legislation was referred to committee, but no further action has been taken with respect to the proposal. Please see the
section of this prospectus entitled "Tax Considerations" for additional information relating to the tax treatment of our dividend payments.

The dry bulk shipping industry is highly volatile and we cannot accurately predict the amount of cash distributions that we may make in
any period. Factors beyond our control may affect the charter market for our vessels and our charterers' ability to satisfy their contractual
obligations to us, and we cannot assure you that dividends in any amounts will actually be declared.

Marshall Islands law generally prohibits the payment of dividends other than from surplus or when a company is insolvent or if the
payment of the dividend would render the company insolvent.

For a description of the restrictions on the payment of dividends contained in our credit facility, we refer you to the section of this
prospectus entitled "Credit Facility." In addition, we may incur expenses or liabilities, including extraordinary expenses, which could include
costs of claims and related litigation expenses, or be subject to other circumstances in the future that reduce or eliminate the amount of cash that
we have available for distribution as dividends or for which our board of directors may determine we require the establishment of reserves. Our
growth strategy contemplates that we will finance the acquisition of additional vessels through a combination of debt and equity financing on
terms acceptable to us. If financing is not available to us on acceptable terms, our board of directors may determine to finance or refinance
acquisitions with cash from operations, which would reduce or even eliminate the amount of cash available for the payment of dividends.
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PRICE RANGE OF COMMON STOCK

The trading market for shares of our common stock is the New York Stock Exchange, on which our shares trade under the symbol "DSX."
The following table sets forth the high and low closing prices for shares of our common stock since our initial public offering of common stock
at $17.00 per share on March 17, 2003, as reported by the New York Stock Exchange:

For the period: High Low

March 17 to March 31, 2005 $ 1775 $ 15.50
April 1 to June 30, 2005 $ 1720 $ 13.00
July 1 to September 30, 2005 $ 1690 $ 1232
October 1 to December 31, 2005 $ 1685 $ 12.14
January 1 to March 31, 2006 $ 1355 $ 11.03
April 1 to May 31, 2006 $ 1253 $ 10.90

On May 31, 2006, the closing price for our common shares on the NYSE was $10.97 per share.
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CAPITALIZATION

The following table sets forth our consolidated capitalization as of March 31, 2006:

on an actual basis;

on an adjusted basis giving effect to (i) the payment of a $15.5 million ($0.345 per share) dividend declared on May 11,

2006 (payable on or about June 8, 2006 to stockholders of record as of May 18, 2006), (ii) our incurrence of $20.0 million of
indebtedness on May 5, 2006 under our revolving credit facility in connection with the acquisition of our fleet manager and

(iii) a $20.2 million preferential deemed dividend (representing the portion of the consideration to our fleet manager that
exceeds the carrying value of our fleet manager's net assets as of March 31, 2006) that we expect to record in connection

with our acquisition of our fleet manager; and

on a further adjusted basis giving effect to our issuance and sale of 7,000,000 shares of common stock in this offering at the
offering price of $ per share and the application of a portion of the net proceeds therefrom to repay
$ million of our indebtedness as described under "Use of Proceeds."

As of March 31, 2006

As Further
Actual As Adjusted(1) Adjusted(2)

(in thousands of U.S. dollars)

Debt (Principal balance):

Current portion of long term debt $ $ $

Long-term debt, net of current portion 51,425 71,425
Total Debt $ 51,425 $ 71,425 $

Stockholders' equity:

Preferred stock, $0.01 par value; 25,000,000 shares authorized, none issued

Common stock, $0.01 par value; 100,000,000 shares authorized;

45,000,000 shares issued and outstanding, actual and as adjusted,

52,000,000 shares issued and outstanding, as further adjusted $ 450 $ 450 $

Additional paid-in capital 296,907 296,907

Retained earnings (accumulated deficit) 20,593 (15,087)
Total stockholders' equity 317,950 282,270
Total capitalization $ 369,375 $ 353,695 $

(D

@)

There have been no significant changes to our capitalization since March 31, 2006, as so adjusted.

Assumes no exercise of the underwriters' over-allotment option.

S-27

36



Edgar Filing: DIANA SHIPPING INC. - Form 424B2

37



Edgar Filing: DIANA SHIPPING INC. - Form 424B2

SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

The following table sets forth our selected consolidated financial and other operating data. The selected consolidated financial data in the
table as of and for the three years ended December 31, 2005 are derived from our audited consolidated financial statements. The selected
consolidated financial data as of and for the three months ended March 31, 2005 and 2006 are derived from our unaudited consolidated
financial statements. The unaudited consolidated financial statements include all adjustments, consisting of normal recurring accruals, which
we consider necessary for a fair presentation of the financial position and the results of operations for these periods. We refer you to the
Jfootnotes to our consolidated financial statements for a discussion of the basis on which our consolidated financial statements are presented.
Operating results for the three months ended March 31, 2006 are not necessarily indicative of the results that may be expected for the entire
year ending December 31, 2006. In accordance with standard shipping industry practice, we have not obtained historical operating data for
secondhand vessels that we have acquired from third parties, as that data was not material to our decision to purchase the vessels. Accordingly,
we have not included any historical financial data relating to the results of operations of secondhand vessels from the period before our
acquisitions of those vessels.

The following data should be read in conjunction with the consolidated financial statements, related notes and other financial information
included in our annual report for the year ended December 31, 2005 on Form 20-F, filed with the SEC on April 13, 2006, and in our report on
Form 6-K, filed with the SEC on June 1, 2006 incorporated by reference herein, and our unaudited interim consolidated financial statements,
related notes and other financial information for the three months ended March 31, 2006, included herein.

As of and for the
As of and for the Year Ended December 31, Three Months Ended March 31,
2003 2004 2005 2005 2006

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

Income Statement Data:

Voyage and time charter revenues $ 25277 $ 63,839 §$ 103,104 $ 23,906 $ 24,179
Voyage expenses 1,549 4,330 6,480 1,634 1,755
Vessel operating expenses 6,267 9,514 14,955 3,176 4,927
Depreciation and amortization of deferred charges 3,978 5,087 9,943 1,879 3,757
Management fees 728 947 1,731 363 572
Executive management services and rent 1,470 1,528 455 342 76
General and administrative expenses 123 300 2,871 430 824
Foreign currency (gains) losses 20 3 30) 8) 10
Operating income 11,142 42,130 66,699 16,090 12,258
Interest and finance cost, net (1,680) (2,165) (2,731) (1,677) (785)
Interest income 27 136 1,022 142 243
Gain on sale of vessel 19,982

Net income $ 9,439 $ 60,083 $ 64,990 $ 14,555  $ 11,716
Earnings per share, basic and diluted $ 037 $ 217 $ 172 $ 049 $ 0.26
Weighted average shares outstanding, basic and diluted 25,340,596 27,625,000 37,765,753 29,550,000 45,000,000
Dividends declared per share $ 185 $ 1.60 $ 051 $ 0.40
Balance Sheet Data:

Cash and cash equivalents $ 7441 $ 1,758 $ 21,230 $ 35329 $ 19,418
Total current assets 9,072 3,549 26,597 36,805 24,737
Total assets 134,494 155,636 341,949 259,345 373,985
Total current liabilities 9,107 11,344 4,667 5,186 4,619
Long-term debt (including current portion) 82,628 92,246 12,859 51,169
Total stockholders' equity 48,441 59,052 324,158 253,925 317,950
Cash Flow Data:

Net cash flow provided by operating activities $ 15,218  $ 47,379 $ 69,256 $ 17,754  $ 15,605
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Net cash flow used in investing activities
Net cash flow provided by (used in) financing activities

Fleet Data:

Average number of vessels (1)

Number of vessels at end of period
Weighted average age of fleet (in years)
Ownership days (2)

Available days (3)

Operating days (4)

Fleet utilization (5)

Average Daily Results:
Time charter equivalent (TCE) rate (6)
Daily vessel operating expenses (7)

)

As of and for the Year Ended December 31,

As of and for the

Three Months Ended March 31,

(52,723)
43,079

5.1
6.0
2.9
1,852
1,852
1,845
99.6%

12,812
3,384

(11,778)
(41,284)

6.3
7.0
3.4
2,319
2,319
2,315
99.8%

25,661
4,103

(169,241)
119,457

9.6
12.0
3.8
3,510
3,471
3,460
99.7%

27,838
4,261

(72,232)
88,049

8.0
9.0
3.8
723
723
718
99.3%

30,805 $
4393 §

(37,917)
20,500

12.7
13.0
3.8
1,146
1,112
1,108
99.6%

20,165
4,299

Average number of vessels is the number of vessels that constituted our fleet for the relevant period, as measured by the sum of the number of days
each vessel was a part of our fleet during the period divided by the number of calendar days in the period.
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@)
Ownership days are the aggregate number of days in a period during which each vessel in our fleet has been owned by us. Ownership days are an
indicator of the size of our fleet over a period and affect both the amount of revenues and the amount of expenses that we record during a period.
3
Available days are the number of our ownership days less the aggregate number of days that our vessels are off-hire due to scheduled repairs or repairs
under guarantee, vessel upgrades or special surveys and the aggregate amount of time that we spend positioning our vessels. The shipping industry uses
available days to measure the number of days in a period during which vessels should be capable of generating revenues.
“
Operating days are the number of available days in a period less the aggregate number of days that our vessels are off-hire due to any reason, including
unforeseen circumstances. The shipping industry uses operating days to measure the aggregate number of days in a period during which vessels
actually generate revenues.
&)
We calculate fleet utilization by dividing the number of our operating days during a period by the number of our available days during the period. The
shipping industry uses fleet utilization to measure a company's efficiency in finding suitable employment for its vessels and minimizing the amount of
days that its vessels are off-hire for reasons other than scheduled repairs or repairs under guarantee, vessel upgrades, special surveys or vessel
positioning.
©
Time charter equivalent rates, or TCE rates, are defined as our voyage and time charter revenues less voyage expenses during a period divided by the
number of our available days during the period, which is consistent with industry standards. Voyage expenses include port charges, bunker (fuel)
expenses, canal charges and commissions. TCE rate is a standard shipping industry performance measure used primarily to compare daily earnings
generated by vessels on time charters with daily earnings generated by vessels on voyage charters, because charter hire rates for vessels on voyage
charters are generally not expressed in per day amounts while charter hire rates for vessels on time charters are generally expressed in such amounts.
The following table reflects the calculation of our TCE rates for the periods presented.
Three Months Ended
Year Ended December 31, March 31,
2003 2004 2005 2005 2006
(in thousands of U.S. dollars, except for TCE rates,
which are expressed in U.S. dollars, and available days)
Voyage and time charter revenues $ 25277 $ 63,839 $ 103,104 $ 23,906 $ 24,179
Less: voyage expenses (1,549) (4,330) (6,480) (1,634) (1,755)
Time charter equivalent revenues $ 23728 $ 59,509 $ 96,624 $ 22272 $ 22,424
I I I I I
Available days 1,852 2,319 3,471 723 1,112
Time charter equivalent (TCE) rate $ 12,812  $ 25,661 % 27,838 $ 30,805 $ 20,165
O]

Daily vessel operating expenses, which include crew wages and related costs, the cost of insurance, expenses relating to repairs and maintenance, the
costs of spares and consumable stores, tonnage taxes and other miscellaneous expenses, are calculated by dividing vessel operating expenses by
ownership days for the relevant period.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following management's discussion and analysis should be read in conjunction with our unaudited interim consolidated financial
statements and their notes included elsewhere in this prospectus supplement. This discussion contains forward-looking statements that reflect
our current views with respect to future events and financial performance. Our actual results may differ materially from those anticipated in
these forward-looking statements as a result of certain factors, such as those set forth in the section entitled "Risk Factors" and elsewhere in this
prospectus.

Results of Operations
For the three months ended March 31, 2006 compared to three months ended March 31, 2005

Voyage and Time Charter Revenues increased by $0.3 million, or 1%, to $24.2 million in the first quarter of 2006, compared to
$23.9 million in the first quarter of 2005. The increase, which is attributable to the increased operating days in the first quarter of 2006 compared
to those in the first quarter of 2005, is offset by decreased time charter rates. Voyage and time charter revenues include the amortization of the

prepaid time charter revenue of the Thetis, which for the first quarter of 2006 amounted to $0.8 million. The increase in operating days resulted
from the enlargement of the fleet after the delivery of the Clio in May 2005, the acquisition of the Erato and the Thetis in November 2005 and

the delivery of the Coronis in January 2006. The additions of those vessels to our fleet increased our ownership days from 723 in the first quarter
of 2005 to 1,146 in the first quarter of 2006, an increase of 57%.

Voyage Expenses increased by $0.2 million, or 13%, to $1.8 million in the first quarter of 2006 compared to $1.6 million in the first quarter
of 2005. Voyage expenses mainly consist of commissions on freight and hire revenues and bunkers. The increase in voyage expenses is mainly
attributable to increased commissions in the first quarter of 2006 compared to the first quarter of 2005.

Depreciation and Amortization of Deferred Charges increased by $1.9 million, or 100%, to $3.8 million for the first quarter of 2006,
compared to $1.9 million for first quarter of 2005. This increase is primarily the result of the increase in the number of our vessels and
ownership days in 2006, following the addition of four vessels to our fleet.

Vessel Operating Expenses increased by $1.7 million, or 53%, to $4.9 million in the first quarter of 2006 compared to $3.2 million in the
first quarter of 2005. The increase in operating expenses is attributable to the increased ownership days resulting from the delivery of the four
additional vessels and increased repairs and maintenance costs. Daily operating expenses decreased by $0.1 million, or 2%, to $4,299 in the first
quarter of 2006 compared to $4,393 in the first quarter of 2005.

Management Fees increased by $0.2 million, or 50%, to $0.6 million in the first quarter of 2006 compared to $0.4 million in the first
quarter of 2005. The increase is attributable to the increased number of vessels under management in 2006. Following our acquisition of our
fleet manager as of April 1, 2006, these expenses will be eliminated from our consolidated financial statements as intercompany transactions.
However, we will incur the direct expenses of operating our fleet manager as a wholly-owned subsidiary.

Interest and Finance Cost decreased by $0.9 million, or 53%, to $0.8 million for the first quarter of 2006 compared to $1.7 million for the
first quarter of 2005. The decrease primarily resulted from the decrease in interest expenses due to the decreased amount of indebtedness
outstanding during the first quarter of 2006 compared to the first quarter of 2005 and decreased amortization of financing costs in the first
quarter of 2006. During the first quarter of 2005, there was a write-off of financing costs relating to the repayment in full of the indebtedness
outstanding during that period.
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Acquisition of Fleet Manager

We have recorded our acquisition of our fleet manager as of April 1, 2006 at historical cost due to the fact that we and our fleet manager
were under common control on the date the agreement for the acquisition of our fleet manager was signed. We borrowed the monies necessary
to fund the acquisition on May 5, 2006. The amount of the purchase price that exceeds the carrying value of our fleet manager's net assets of
$20.2 million is considered to be a preferential deemed dividend and will be reflected as a reduction in net income available to common
stockholders, earnings per share and retained earnings in the second quarter of 2006.

Cash Flow
Net Cash Provided By Operating Activities

Net cash provided by operating activities decreased by $2.2 million, or 12%, to $15.6 million for the first quarter of 2006 compared to
$17.8 million for the first quarter of 2005. This decrease is primarily due to decreased time charter rates during the 2006 period.

Net Cash Used In Investing Activities

Net cash used in investing activities was $37.9 million for the first quarter of 2006, representing the balance of the purchase price we paid
in connection with our acquisition of the Coronis. Net cash used in investing activities was $72.2 million for the first quarter of 2005, of which
$71.9 million represents the balance of the acquisition price of the Pantelis and the Calipso delivered in the period and $0.3 million represents
predelivery expenses paid during the construction of the Clio.

Net Cash Provided By Financing Activities

Net cash provided by financing activities was $20.5 million for the first quarter of 2006, consisting of $38.5 million drawn under our
revolving credit facility for the acquisition of the Coronis in January 2006 and $18.0 million of dividends paid during the first quarter of 2006.
Net cash provided by financing activities was $88.0 million for first quarter of 20053, consisting of $76.0 million of indebtedness drawn for the

acquisition of the Pantelis SP and the Calipso; $194.0 million net proceeds from our initial public offering in March 2005; $168.7 million of
payments of principal and interest on our outstanding indebtedness during the quarter; $14.0 million of cash dividends paid to stockholders
before our initial public offering and $0.8 million of restricted cash that was made available due to repayment in full of all outstanding loans.

Contractual Obligations

The following table sets forth our contractual obligations and their maturity dates as of March 31, 2006, as adjusted to reflect our entry into
an agreement relating to our acquisition of our fleet manager as of April 1, 2006:

One to Three to
Within Three Five More than
One Year Years Years Five years Total

(in thousands of U.S. dollars)

Fleet manager purchase option (1) $ 20,000 $ 20,000
Long term debt (