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Sinokor acquires 30
feederships in wake of
Vroon shake-up

i

SINOKOR IS PLANNING to buy about 30 feeder-sized boxships that
until recently were managed by Dutch operator Vroon, which went into
restructuring earlier this week, Lloyd’s List has learned.

The move sparked some surprise among mainland European
shipowners keeping an eye out for cheap tonnage, mainly because it is
not clear what the Korean outfit will do with the units.

The working assumption is that they will be deployed on intra-Asia
trades, possibly on charter to other concerns.

All of the vessels are of late noughties vintage, and in the 700 teu to
1,700 teu bracket.

It is not known how much Sinokor is paying for the fleet.

Vessels Value assesses the current price of a 10-year-old feedermax of
1,100 teu at $9.7m, suggesting low hundreds of millions of dollars
could be the order of the day.

However, Sinokor may also be able to pay on easy terms.

According to one owner, Nord/LB — the bank that pulled the plug on
Vroon and which is reducing its exposure to shipping — has been
trying to get the ships off its hands since last year.

The portfolio has been offered around at a premium to net asset value,
with the bank ready to offer highly leveraged fresh finance to a new
buyer, he added.
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A second owner suggested that Sinokor might
have taken delivery of some the vessels already,
even before the Vroon restructuring move was
made public.

The ships all have names names prefixed ‘Max’,
and were originally financed as newbuildings by
Bremer Landesbank. They were subsequently taken
back under bank control after becoming distressed
during the shipping downturn.

They have been commercially managed by Vroon
since 2015 and 2016. But the situation has moved
on considerably over the past two to three years,
with BLB itself needing to be rescued by Nord LB
in 2017, and Vroon coming a cropper in the
offshore downturn.

While there have been reports elsewhere that the
ships were actually owned by Vroon, Lloyd’s List
understands that this assertion is erroneous and
that current ownership is unclear.

What is known is that Sinokor is getting full
ownership rather than a management arrangement,
according to sources aware of the situation.

As announced earlier this week, 200-ship giant
Vroon struck an agreement in principle with its
lenders on necessary restructuring measures.

The development has claimed the head of managing
director Coco Vroon, although he remains a
shareholder. Chief financial officer Herman Marks
will become chief executive.

WHAT TO WATCH

Graham Porter drives new ship finance
vehicle to meet needs of smaller owners

SEASPAN’S former director Graham Porter is one of
the sponsors of a new ship finance vehicle designed
to meet the needs of small and medium-sized
shipowners who face an uphill struggle obtaining
bank loans from traditional sources as lending
patterns change.

That reflects the arrival on the scene of Chinese
leasing companies, which now dominate ship
finance, but with a clear preference for big industry
names rather than individual ships.

The few remaining European banks still engaged in
ship finance activities “are focused on corporate
lending and other products they can bundle
together”, says Mr Porter. He sees a gap in the
market to meet the needs of family firms or smaller
listed companies that no longer have much access to
their usual sources of capital.

Mr Porter and Gerry Wang, who worked together at
Seaspan, are now developing a number of new
business enterprises including both ship finance and
green energy projects.

The new ship finance platform, RAM Financial, is
100% owned by Tiger Group, of which Mr Porter is
chairman. He is also one of three principals of RAM,
along with Julian Proctor and Mark Hilton, while
Mr Wang, the former Seaspan chairman and chief
executive, is an adviser.
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Lending policies of the Chinese leasing companies
are one of the ways in which the shipping industry is
rapidly changing, says Mr Wang.

He and Mr Porter, who founded Seaspan along with
Kyle Washington and built it up from scratch into
the world’s largest containership tonnage provider,
are now collaborating on several new projects.

They both left Seaspan last year during a top level
management shake-up, and have kept relatively low
profiles since as they took a break from the business
and then started to develop new ventures.

One of those is a lending platform on which Mr
Porter is concentrating, with support from Mr Wang
who is focusing on the green energy supply chain.

At Seaspan, they developed a completely new
business model that relied on long-term charter
agreements with blue chip companies and a steady
revenue stream, in contrast to the more speculative
approach to ship ordering followed by German
shipowners, in particular.

That strategy led to a huge surplus of capacity and
the consequent collapse of charter rates that forced
many of the shipping KG companies and others out
of business, leaving traditional shipfinance banks
with large debts on their books and a loss of appetite
for shipping.
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Many have now closed their shipping departments
altogether, with Chinese leasing companies stepping
into the sector, but bringing a change of approach to
lending, according to Mr Wang.

“It’s a different mentality. Typical Chinese leasing
companies like to lend to big names rather than get
involved mortgage financing,” Mr Wang said in a
telephone interview

In other words, their lending decisions are
influenced by the name of the client, not the ship.

This puts smaller shipping companies, which have in
the past dealt with European shipfinance banks with
whom they have built up strong relationships over
the years, at a disadvantage.

Ironically, the few European banks that have stayed
in the business are now often lending to the Chinese
leasing companies rather than directly to
shipowners. That in turn gives the Chinese lenders
access to US dollars that they need to meet the

requirements of international shipowners.

“European banks have either pulled out completely
or have changed from lending directly against a ship
asset to financing Chinese financial institutions,”
said Mr Wang.

This is where Mr Porter and Mr Wang believe there
is a niche that they can move into.

“Small and medium-sized shipowners are

desperate for capital,” Mr Wang said. “Yet there is a
value there because if you select the right owners
with the right assets behind them, then you will do
well, and that is my role as I know which ships are
good and which are not good, who is a good operator
and who is not.”

He added: “We see the cracks in the chain, as the
Chinese leasing companies only go for big names,
yet many smaller and mid-sized shipowners do a
great job and are very good at what they are doing,
but are being left out by the banks.”

Mehrotra unvelils six-VLCC masterplan

FORESIGHT has unveiled plans to build a fleet of
six very large crude carriers to take advantage of the
narrow spread between secondhand prices of old
tonnage and scrapped values, the company’s cash
reserves and rising Indian crude imports.

Having bought the 1999-built, 306,009 dwt Front
Circassia from Ship Finance International in
February, Foresight is looking to acquire another
five VLCCs aged between 15 and 20 years, its
chairman Ravi Mehrotra told Lloyd’s List.

The age group of VLCCs is attractive because their
asset prices are little difference from scrap values,
suggesting Foresight can sell them to junkyards
within five years while taking home operational cash
inflows as profits, Dr Mehrotra said.

Mainly due to rising steel price, the world’s VLCC
fleet aged 15-20 saw the spread between its total
market value and scrap value narrow to $22m on
April 15 from $760m a year ago, according to
VesselsValue.

Brokers reported that Front Circassia, renamed
Agra after joining Foresight, was sold for £18.5m.

VesselsValue estimated the value of a 15-year-old
VLCC at $20.2m and a 20-year-old VLCC at $18.3m
as of April 15, while pegging the scrap value of Agra
at nearly $19m.
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“The only risk is the scrap price may pick up,”
Dr Mehrotra said.

The industry veteran is confident that Foresight
can make money as long as daily earnings for
VLCCs rise above $20,000, having kept a low
breakeven level due to his company’s financing
clout.

“We bought Front Circassia on our own account,”
said Dr Mehrotra, adding that Foresight would
only require short-term financing from external
financiers for purchases of another five ships.

While VLCC earnings have been depressed

by oversupply since last year, many market
participants are predicting a sustainable recovery
from 2019 with slowing fleet growth.

According to the latest Lloyd’s List’s earnings
survey, VLCC earnings are expected to increase to
$28,630 per day in 2019 from $20,324 this year.

Moreover, as many listed owners are worried about
diminishing recycling returns after the Seatrade
ruling, there are many candidates for Foresight’s
acquisition in the secondhand market, Dr
Mehrotra said.

Based on the ruling, ships whose last ports of
call are in Europe will need to be scrapped in
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European Union-approved recycle facilities,
the same as EU-flagged ships.

Under those two conditions, owners would need
to pay to dismantle ships rather than earn from
scrap sales, Dr Mehrotra predicted.

But Foresight’s ships will not fall foul of EU
regulations, as Dr Mehrotra plans to deploy them
on spot trades related to Indian imports.

Driven by economic expansion comparable to that
seen in China in the early 2000s, Indian crude
imports are expected to grow by 10% annually in
the coming years from the current level of 5.2m
barrels per day, according to Dr Mehrotra.

The latest forecast by the International Energy
Agency has put Indian oil demand growth at

310,000 barrels per day this year, up from 125,000
bpd in 2017. Clarksons has predicted tonne-mile
demand related to Indian imports to grow 7% in
2018.

As an Indian national, Dr Mehrotra said Foresight
would enjoy trading advantages in the world’s
third-largest crude importing country.

Based on Indian regulations, state-owned refiners
will need to offer their cargoes to Indian carriers
and foreign companies controlled by Indian
nationals before they can be taken by companies not
linked to India, when freight pricings are offered at
the same levels.

“I got second preference” after Indian carriers, said
Dr Mehrotra, whose Foresight is incorporated in
Mauritius.

ANALYSIS

Cracking the glass celling

AS THE first female master mariner to clinch the
International Maritime Organization award for
Exceptional Bravery at Sea, Radhika Menon has
cracked the glass ceiling, but she believes there are
many females in the industry who still fall through
those cracks.

The need to embrace gender diversity in shipping
has never been greater.

The startling truth about the industry is that it
continues to be a “man’s world”, where female
seafarers are always marginalised, said Captain
Menon — who, in June 2015, rescued seven
fishermen from a sinking boat in the Bay of Bengal
amid lashing winds and heavy swells in heavy rain.

Although the problems faced by women on board
are not very different from the ones they face on
land, they are socially isolated during their contract
period due to lack of sensitivity among other
working peers, she says.

“Harassment is a reality for women in all
professions, but the residential and secluded nature
of the ship can both increase opportunities for
harassment to occur and amplify its negative
consequences,” Capt Menon said.

While the industry has come a long way from the era
when sailors believed the presence of women on
board a ship would anger the sea gods and cause
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rough waves and violent weather, the profession is
still utterly male-dominated.

The International Transport Workers Federation
estimates only 2% of global seafarers are women.
Most women seafarers work in the cruise segment,
often among the worst-paid roles and found working
in the least protected of jobs at sea, according to ITF.

Capt Menon says many male seafarers simply do not
know how to interact with women on board,
especially a female boss.

“[Some] senior officers on board are unable to deal
impartially on matters involving female officers,
possibly due to a lack of exposure in tackling such
problems or the lack of awareness regarding policy
mandates,” she explained.

“There is also a fear among the male officers of
losing their peer support on board.”

That can lead to misunderstandings that spiral out
of proportion, and can conclude with bitterness
from all sides. At times, these complaints are poorly
handled, destroying the victim’s career as well.

“Most of the time, companies end up receiving
incorrect feedback from male masters on ships,
which discourages many shipping companies from
hiring female candidates,” Capt Menon said.
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There should be stricter policies to tackle
harassment and companies should pledge zero
tolerances for such cases, she says.

Capt Menon has launched on online support
network for female seafarers alongside co-founders
Suneeti Bala and Sharvani Mishra.

The International Women Seafarers’ Foundation
aims to mentor female seafarers to help them
understand challenges on board ships and assist
companies with policy on female seafarers. It also
interacts with government and institutions in
promoting education and policies related to women.

Many companies with good intentions of
encouraging female participation on board need
structured support at the policy and guideline level.

“We started International Women Seafarers’
Foundation with the aim of supporting the shipping
industry in bringing this parity so that it becomes a

gender-neutral profession,” Capt Menon said.

The support group will tackle onboard cultural
practices that result in women being judged by a
different set of standards to male colleagues —
meaning women are not allowed to make mistakes.

“Females have to work harder than men for the same
job, as the smallest error is enough to pull them
down and shatter their career,” Capt Menon said.

She is unbowed by the size of the task ahead,
believing that with every hurdle crossed, a lesson is
learned, improving confidence and performance.

Capt Menon is a true inspiration for many young
girls who aspire to become seafarers. Her advice for
young women is to be strong and determined.

She was the winner of 2017 Lloyd’s List South Asia,
Middle East and Africa Awards for her exceptional
bravery at sea.

MARKETS

Scrappage slowdown threatens fragile

boxship charter market

A SHARP drop in the number of container ships
heading for breaker yards is putting the fragile
charter market recovery at risk, according to
Alphaliner.

So far this year just 12 ships, with a total capacity of
21,778 teu, have been sold for recycling, continuing
the slowing trend of scrapping activity that began in
the second half of 2017.

That is in stark contrast to the frenetic pace
witnessed through 2016 and early 2017, which,
alongside a significant uptick in demand, has helped
to drive down the idle fleet, rebalance container
shipping’s fundamentals and reinvigorate confidence
among shipowners.

Indeed, owners are agreeing charter rates at values
not seen for nearly three years. Meanwhile, time
charter indices have been on a steady rise since the
middle of 2017.

But with so much capacity set to come off the ramps
throughout 2018, Alphaliner fears a slight drop in
volumes could see the charter market come under
renewed pressure.
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Following a prolonged period of slow demolition
figures, the Hong Kong-based analyst has
downgraded its full-year scrapping estimates

for 2018 to between 100,000 teu and 200,000 teu.
In 2016, a record year for the breakers, more than
650,000 teu of tonnage was sent for recycling,
while more than 400,000 teu was demolished last
year.

However, unless breaker activity increases in the
coming months, there is every chance that 2018
forecasts could be slashed even further, said
Alphaliner.

“A further reduction in the rate of vessel scrapping
could therefore make this year’s container ship-
breaking volume the lowest on record since 2011,” it
added.

For the remainder of the year, an extra 1m teu of
fresh tonnage is anticipated to enter the market, and
given the reduced rate of scrapping, Alphaliner
expects supply growth of up to 6%.

Current demand growth projections from analysts
for 2018 are in the 5%-6% range.
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“The overall market remains delicate, with any
slackening in demand threatening to disrupt the
fragile recovery in the containership charter

markets, even as freight rates have started to tumble
under the pressure of excess supply,” said
Alphaliner.

China's demand for steel forecast

to fall by 2% next year

CHINA is expected to see its steel demand contract
by 2% in 2019 owing to a slowdown in construction
activity, according to the World Steel Association,
which forecasts the country to enter a “deceleration
trend”.

In its short-range outlook, the group said China’s
steel demand may drop to 722.1m tonnes versus an
estimated 736.8m tonnes this year, which is flat on
2017.

“In 2018 and 2019, gross domestic growth is
expected to decelerate mildly, but as the government
continues to focus on shifting the growth driver
toward consumption, investment is likely to further
decelerate,” the group said in a report published on
Tuesday.

“In manufacturing, the machinery sector is expected
to maintain positive growth on the back of a strong
global economy, while automotive and home
appliances are expected to decelerate,” it noted.

“High corporate and local government debt

continues to raise concerns, but a hard landing for
the Chinese economy is unlikely in the short run,” it
added.

Despite the contraction in China, global steel
demand is expected to reach 1.62bn tonnes in
2018, a rise of 1.8% from 2017, while next year
should give rise to a further gain of 0.7% to 1.63bn
tonnes.

“In the next couple of years, the global economic
situation is expected to remain favourable with high
confidence and the strengthening recovery of
investment levels in advanced economies,” said the
chairman of the World Steel Association’s economics
committee TV Narendran.

But there are risks, too, such as a potential
escalation of trade tensions, rising inflationary
pressures and tightening US and eurozone monetary
policies. These may cause financial market volatility
and “trouble” for highly indebted emerging
economies, Mr Narendran, who is also the global
chief executive of Tata Steel, said.

IN OTHER NEWS

Dynagas LNG slashes dividend,
stock promptly drops

DYNAGAS LNG Partners shares
fell more than 12% in early
trading on Wednesday after the
company's decision to cut its
dividend by 41%.

Dynagas has sought to secure
long-term deals for its vessels, to
provide it with stable and visible
cash flows in the years ahead.
The trade-off has been lower
charter rates that ultimately
could not support the prior
dividend, but its shareholders are
primarily yield-seeking individual
investors.

Flex LNG charters 2018-built
tanker to Enel for one year
FLEX LNG has secured a time
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charter agreement with the Enel
Group for one of its two recently
delivered newbuilding M-type,
electronically controlled, gas
injection — known as MEGI

— liquefied natural gas carriers.

The John Fredriksen-backed
company said the 12-month
deal, signed with the Italy-based
electricity and gas company

via its subsidiary Enel Trade,
would start in the second half of
2019.

“Enel also has the option to
extend the contract by an
additional 12 months subsequent
to the firm period,” the
Oslo-listed owner said in a
statement.

China's coal ban may add to
pressure on panamax rates

CHINA has reignited its
restrictions on coal imports with
expansion to some of the major
ports, which can take a toll on
panamax dry bulker earnings in
the short run.

The move started on Friday after
a series of ports in Fujian,
Zhejiang, Guangxi and
Guangdong provinces had
received informal notifications
from local customs authorities,
following an earlier embargo in
Fuzhou earlier this month,
according to market sources.

In Fujian, the port of Xiamen,
which recorded 7.1m tonnes of
coal imports last year, has now
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suspended the berthing of
foreign coal carriers and is
assessing the number of those
vessels in the port. Vessels that
have yet to arrive have been
asked to turn back, a Chinese
source said.

Rio raises iron ore production while
Vale's output falls

GLOBAL mining giant Rio Tinto
has revealed a significant growth
in its first-quarter iron ore

production, with iron ore
shipments rising owing to
productivity improvements and a
fall in the number of weather
disruptions.

Pilbara iron ore production was
up 8% to 83.1m tonnes for the
first three months of the year
compared with the same period
in 2017. Iron ore shipments also
rose by 5% to 80.3m tonnes.

However, the miner said sales
were 2.8m below production
owing to disruptions at the ports
arising from Tropical Cyclone
Marcus in March.

The miner maintains its 2018
guidance and expects to ship
between 330m tonnes and 340m
tonnes in 2018, subject to
weather conditions.

For classified notices please view the next page.
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The Next Generation
Lloyd’s List Intelligence Seasearcher

Do you want to identify new business opportunities ahead of your competitors?

With the Next Generation Seasearcher platform, you can use geospatial mapping tools to receive customised
alerts on global fleet port callings including vessel ETA’s. This means you can see which vessels are approaching
your locations and view their contact information to win custom before your competitors.

Seasearcher also shows you detailed ship characteristics, inspections and deficiencies, so you can anticipate the
needs of individual ships and reach out to vessels before they reach port.

The service allows you to view full vessel characteristics including:
» Physical dimensions

» Construction details

» Classification society

» Shipowner

> Vessel contact details

You can also view the deficiencies found during inspections to assess the revenue opportunity of the vessel.
When you need a granular view of all the components that make up a ships operational structure, you can rely
on Seasearcher to give you the most accurate and detailed data possible to win new business.

To find out more, please call +44 (0)207 017 5392,
email info@lloydslistintelligence.com or visit info.lloydslistintelligence.com
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