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DNB embarks on 
transformation into deal 
facilitator from lender

CUTTING ITS SHIPPING loan book in line with industry trends does 
not suggest DNB is engaged in a retreat from maritime transport.

Rather, it has been transforming itself from a pure lender to a 
facilitator of all sorts of financing deals, creating new, more sustainable 
business models.

This is the takeaway note from a Lloyd’s List meeting with senior 
officials from the Norwegian bank, who stressed that a smaller book 
does not point to less involvement in shipping.

“We have changed our model by reducing the book, increasing the 
coverage and increasing the focus on all the capital sources,” DNB’s 
global head of ocean industries Kristin Holth said.

“In order to have an acceptable return, we have to reduce our book in 
order to improve the income on the book.”

She added: “It’s not a matter of having a big book. It is a matter of 
having the right clients.”

The comments came as DNB’s shipping loan size shrank to $16.2bn at 
the end of 2017 from the year-ago level of $21bn, according to data 
from Marine Money.

Its ranking consequently dropped to the fourth place from the top spot.

The bank has been reducing its book size for much of this decade, with 
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the need to keep more reserves owing to new 
banking regulations and to improve its profitability 
from shipping business, according to DNB officials.

The dismal market conditions following a long 
period after the 2008 financial crisis were also a 
hindrance.

Last December, DNB announced 40% of its shipping 
and oil-related loans were deemed non-core, either 
because they were distressed or they did not 
generate adequate margins. It further cut its 
exposure to defaults from its shipping loans from 
NKr101bn ($12.48bn) at end-June 2017 to 
Nkr72.8bn at the end of this past quarter.

However, Ms Holth suggested DNB’s business model 
now is “to provide capital in debt, bonds, equity, 
export financing and leasing”.

“We can’t just be a lender. That’s not efficient in the 
use of capital… We arrange [financing deals],” she 
said.

Since early 2017, DNB has acted as a lead manager 
and bookrunner for equity deals totalling $869m, 
krone-denominated bond deals totalling NKr6.6bn 
($814.9m) and dollar-denominated bonds totalling 
$1.9bn. Its clients included Odfjell, Hunter Group, 
Flex LNG and Golden Ocean, among others.

This shift requires accumulation of talents. “We 
made lots of investment in people… in New York, 
Oslo and London we have a lot of headcounts on the 
bond and equity sides,” DNB’s global head of 
shipping Christo Tsakonas said.

“It’s easy for a lender to say it want to be an adviser… 
But if you see who are actually doing the deals, you 
will find very few banks doing what they said” due to 
the lack of expertise, he added. “That’s why you see 
so many banks leaving shipping now.”

While DNB’s loan book is smaller, its staff size is 
not.

Ms Holth said: “If you look at the number of people, 
we are the same or increasing… we increase the 
investment in people, build a sustainable business 
model.”

For DNB, such a model is to help its clients obtain 

the capital they need for the long and short terms, 
even if the money itself sometimes may not come 
from DNB.

“That makes us different from some banks that just 
focus on lending,” Ms Holth said. “We focus on a 
much broader base of the capital markets. We need 
more time to discuss with each client… [so] we need 
to talk to fewer clients. We will be an advisor, more 
than just a lender.”

This also follows the emergence of alternative 
finance providers, such as lessors in Asia, while 
traditional shipping banks reduce loan books.

“Bank debts will be the most important source of 
capital for shipping for a while,” Ms Holth said. 
“[But] we will see all other sources of capital become 
more important related to banks.”

Overall, does this mean DNB will be more selective 
with its borrowers? Especially given the possibility 
that the rising bunker costs and London Interbank 
Offered Rate could put some companies under 
financial stress?

The company officials suggested all matters 
would be calculated into its assessments of 
counterparty risks. But the industry outlook also 
matters.

Evan Uhlick, DNB’s head of ocean industries in 
North America, said DNB would be worried more 
about freight markets than it would about interest 
rates. “You will need to appreciate interest rates 
remain very low in a historical context,” he added.

Still, DNB will take a “much more disciplined 
approach” towards its client management, Mr Uhlick 
said. “Therefore, over time we can feel we can 
achieve the right return on our relationships.”

Overall, the shipping industry may need lower 
leverage ratios when facing higher cost bases and 
new regulations, Ms Holth said.

“It needs to have the leverage [ratio] to really sustain 
the challenges. The industry needs to adjust to those 
requirements in order to build business models 
where they can have acceptable returns.

“Our hope is the industry can be more sober.”
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ANALYSIS

Slowing Chinese economy and trade war 
impact shipping prospects
AFTER the US threat to impose tariffs on a further 
$200bn of imports from China, the second-quarter 
results published by the world’s second-largest 
economy have added to the apprehension.

China’s gross domestic product growth fell between 
April and June to 6.7%, the slowest since 2016.

Analysts widely forecast that the pace in the second 
half will slow further.

Li Chao, chief macro analyst at China’s Huatai 
Securities, expected in a note that growth in the 
fourth quarter would slide to 6.5%.

Affinity, the British brokerage, said China might not 
be able hit its full-year target of 6.5%.

The deceleration of investment in infrastructure and 
manufacturing was viewed as the main reason 
behind the second-quarter slowdown. And behind 
that was Beijing’s tightened credit control, a policy 
that seems difficult to be reversed as debt problems 
remain severe in the country.

“Beijing currently finds itself in a conflicting 
policy dilemma between whether to implement 
tight monetary policy to force financial deleveraging, 
or to promote easier monetary conditions to 
maintain strong growth rates,” Affinity said in a 
note.

That may explain the call last week by Xu Zhong, 
research head of China’s central bank, for the 
Ministry of Finance to introduce “more active fiscal 
policies” to stimulate the economy.

But the ministry has its own troubles. Fiscal 
expenditure has already increased at a faster pace as 
a series of tax-cutting policies have or are being 
rolled out this year, while local governments at 
provincial level remain riddled with debt.

Moreover, the Sino-US trade war, if it escalates, will 
further reduce the government’s income.

Now if China’s economy fails to regain momentum, 

its demand for imports of commodities and raw 
materials, such as iron ores and crude oil, will 
consequently ebb in the longer run.

A more imminent threat is, of course, a trade war 
with the US.

Washington and Beijing have decided to impose 25% 
tariffs on $50bn-worth of goods imported from each 
other, with $34bn of those levied on July 6 and the 
remainder expected to take effect this week.

If the 10% levies on the additional $200bn of 
Chinese imports are imposed from September or 
October, China’s exports to the US will drop by 
8.6%, according to JP Morgan’s estimate.

And a further deterioration — based on an 
escalation of 25% US tariffs to $450bn-worth of 
Chinese exports — will knock down China-US 
eastbound container traffic by approximately 15%-
20%, Drewry senior analyst Neil Davidson earlier 
forecast.

Container shipping carriers, which are already 
struggling with vessel overcapacity and soaring 
bunker cost, will not like the news. Those who have 
a big exposure to transpacific trade would be more 
concerned.

No wonder Xu Lirong, chairman of Cosco Shipping, 
which controls the world’s fourth-largest 
containership fleet — and soon-to-be the third 
largest once its acquisition of OOIL is complete 
— warned at a recent shipping conference in 
Shanghai that the trade friction was casting shadows 
over a recovery in shipping.

Beyond the China-US friction, the International 
Monetary Fund raised the alarm on Monday that the 
current tariff threats made by the US and its trading 
partners risked about $430bn in lost GDP worldwide 
by 2020.

If the misfortune becomes reality, some of those 
losses will be inevitably borne by the shipping 
industry.
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Shipowners see emissions technology as 
driver of change over next five years
TECHNOLOGY to address distributed ledgers and 
blockchain is a low priority for the shipping industry 
as it focuses on more time-critical challenges such 
as the impending 2020 sulphur cap, according to a 
survey conducted by law firm Reed Smith.

Of the 59 respondents from across the shipping 
industry who took part, only 20% said they 
considered blockchain to be the most significant 
driver of change over the next five years.

Instead, the focus would be on technology to address 
environmental issues and emissions, and on data 
analytics, with the survey noting an equal split 
between the two, with each being seen as most 
important by 40% of respondents.

Among shipowners, the focus on environmental and 
emissions concerns are seen as the most important 
technology driver as they prepare for new 
International Maritime Organization rules on 
sulphur emissions that come into effect in January 
2020.

“Broken down by sector, 67% of owners said 
technology to address environmental issues will be 
the most significant driver, whereas 57% of 
professional services said analytics of big data,” 
Reed Smith said. “Interestingly, blockchain was 
considered the most significant driver among 50% of 
charterers and financiers.”

Reed Smith also asked industry participants to rate 
their ‘preparedness’ as well as the ‘urgency’ of 
emissions regulations, big data and blockchain for 
their company.

According to the survey, “63% of the industry said 
complying with emissions regulations was a high 
priority for their business,” Reed Smith said. “This 
rose to 88% among operators and 90% among 
owners.”

Among the respondents, 50% said they were 
“very prepared” and already taking action, while a 
further 31% said they were still considering their 
options.

While predictive analytics of big data was 
considered of medium priority for 47% of 
respondents with 25% already taking action within 
their company, 41% of respondents were still 
considering their options.

But the hype about blockchain has yet to convince 
most respondents.

“Only 14% of the respondents deemed blockchain a 
high priority concern for their company and 
therefore only 8% are ‘very prepared’, with the 
remainder yet to make a decision or still considering 
their options,” Reed Smith said.

“Companies are prioritising their responses to the 
upcoming 2020 sulphur cap deadline over other 
developments such as blockchain and big data,” said 
Reed Smith’s head of shipping Nick Shaw.

“While not surprising, those within the industry will 
need to keep a closer eye on developments around 
blockchain — particularly from new market entrants 
— if they want to keep their competitive edge,” he 
added.

RISING capesize rates will help boost demand for 
panamax bulkers as cargoes are split, according to a 
report by Maritime Strategies International.

The consultancy said that with average time charter 
equivalent rates in the capesize sector surging to 
$25,000 per day, and with panamax at half that 
level, there is “a strong likelihood” that capesize ore 

stems will be split into panamax, “cascading positive 
earnings through the vessel size ranges”.

The positive sentiment is clear, as one-year time 
charter earnings hold a premium over spot rates, it 
added.

The key driver for the bullishness has been China’s 

MARKETS

High cape rates to help panamax bulker 
demand
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demand for iron ore and coking coal, which has 
shown no signs of abating amid heightened trade 
tensions with the US, and MSI remains positive for 
bulker demand in the second half of the year.

MSI sees upside from iron ore shipments to China 
from Australia and Brazil, which will offset short-
term negative effects from lower thermal coal 
demand and soyabean trade.

China’s steel production in May climbed 12% year on 
year to 81.1m tonnes, while iron ore imports in June 
rose 13% from Australia and were up 2% from 
Brazil, MSI noted.

It remains sceptical that Vale will meet its full-year 
iron ore production target of 390m tonnes, 
however.

Brazil’s mining giant said on Monday that it was on 

track to produce more than 100m tonnes per quarter 
through the year. It produced 96.8m tonnes in the 
second quarter, up from 82m tonnes in the first 
three months.

China’s coal imports amounted to 24m tonnes in 
June, 30% higher than a year earlier, sourced mainly 
from Indonesia and Australia shipped on panamax-
sized vessels, MSI said.

The trade tensions between China and the US have 
affected soyabean flows, with the US Department of 
Agriculture cutting its estimate for Chinese imports 
by 8m tonnes to 95m tonnes in the 2018/19 crop 
year, MSI said. That is just 2m tonnes lower than a 
record in 2017/18.

In terms of fleet growth, MSI expects an expansion 
of 2.3% this year. If scrapping underperforms, the 
figure could rise to 2.9%, it said.

DELTA Tankers, a unit of the Diamantis 
Diamantidis group, has underscored its place as one 
of the leading owners of suezmaxes as the Greece-
based owner continues eyeing vessels for sale from 
the Toisa fleet.

Mr Diamantidis has now brought his tally from the 
fleet formerly controlled by Gregory Callimanopulos 
to seven after picking up a fourth modern 
kamsarmax for his dry bulk company Marmaras 
Navigation.

Included in the near $190m spending spree are 
three suezmax tankers.

Acquisition of the 2010-built United Emblem and 
United Dynamic, and the 2011-built United Ideal, 
has been signed off by a US bankruptcy court judge.

The 161,700 dwt United Emblem has already been 
renamed Delta Spirit in the buyer’s fleet and the two 
sister tankers will be delivered shortly.

Each of the suezmaxes is valued by online valuer 
VesselsValue.com at about $30m, but is understood 
to have cost less.

With the trio of additions, the Delta fleet increases 
to 27 tankers, of which 20 are suezmaxes.

According to various databases, only Teekay and 

Dynacom, with about 30 each, and Euronav with 25, 
own more in the suezmax segment.

The suezmax market scene is changing with 
Euronav, Frontline and Diamond S last week 
announcing the dissolution of their Suezmax 
Chartering joint marketing effort that had pooled 
close to 50 tankers.

Brokers’ reports and market rumours circulating 
during the last week or so encouraged the belief that 
Delta may also have acquired Toisa’s six tanker 
newbuildings under construction in China.

Including three suezmaxes and three aframaxes, the 
newbuildings were ordered from the CIC Jiangsu 
yard in the first half of 2015 with options exercised 
by early 2016.

However, all reports of a buyer for the newbuildings 
are premature as Clarksons, the broker appointed to 
sell off the fleet, has asked for offers by 18:00 hrs on 
Tuesday July 17.

On the dry side, Marmaras acquired the 82,000 dwt 
Trade Unity, its fourth out of Toisa’s series of five 
2016-built kamsarmax bulkers.

The sister vessels taken by Mr Diamantidis’ group 
are the Trade Quest, Trade Resource and Trade 
Spirit.

Diamantidis expands suezmax armada amid 
flurry of Toisa deals



Lloyd’s List | Daily Briefing Wednesday 18th July Page 6

Market sources suggest that Marmaras was 
interested in the fifth vessel, Trade Prosperity, but 

this may have been acquired by another Greek 
owner.

OSG orders two non-Jones Act MR tankers
OVERSEAS Shipholding Group has placed its first 
newbuilding order since its 2016 splitting from 
International Seaways for two product carriers at a 
South Korean yard.

OSG signed for two 50,000 dwt vessels at Hyundai 
Mipo Dockyard for delivery during the second half 

of 2019, according to a statement from the New 
York-listed company.

The announcement came after the South Korean 
yard revealed in an exchange filing that it secured a 
Won84.1bn ($75m) deal to build two product 
carriers.

Capital orders LNG quartet from HHI 
for $743m
HYUNDAI Heavy Industries says it has received a 
four-vessel order from Capital Gas Carriers worth 
$743m.

The four vessels will be delivered to the Capital unit 
by the end of June 2021, according to a contract 
signed this week, the South Korean company said in 
a statement.

Capital, led by Evangelos Marinakis, was reported to 
have signed a letter of intent for 10 liquefied natural 
gas carriers with HHI earlier this month.

HHI announced earlier in the week that the group, 

which also includes Hyundai Mipo Dockyard and 
Hyundai Samho Heavy industries, had netted 77 
newbuildings worth $6.3bn, including 18 gas 
carriers.

As of late May, Greek shipowners controlled 16% of 
the world LNG fleet and 29% of the segment’s global 
orderbook, second only to Japan.

Since then, Angelicoussis Group’s Maran Gas 
Maritime ordered a floating storage regasification 
unit from Daewoo Shipbuilding & Marine 
Engineering and Thenamaris ordered an LNG carrie 
from HHI.

IN OTHER NEWS
Djibouti offers compensation to end 
DP World dispute
DJIBOUTI is willing to offer DP 
World as much as $500m in 
compensation to end the dispute 
over the Dolareh Container 
Terminal.

The east African government 
would be prepared to pay “more 
or less half a billion dollars... as 
early as next week”, according to 
Aboubaker Omar Hadi, chairman 
of Djibouti Ports & Free Zones 
authority.

But Mr Hadi rejected any chance 
of arbitration, saying DP World 
had to accept it was no longer 
involved in running the facility.

Rio Tinto reports surge in second-
quarter iron ore shipments
Rio Tinto has reported an 
increase in iron ore shipments in 
the second quarter of 2018 amid 
growing concerns over the 
impact of trade tensions on 
future demand for the steel-
making commodity.

Rio shipped around 88.5m 
tonnes in the second quarter, a 
14% rise compared with the 
same period a year earlier.

The miner said the result 
reflected better weather and 
improved productivity across its 
Pilbara iron ore operations in 
Western Australia.

Jinhui sells old bulker to Chinese 
owner amid tightening emission rules
HONG KONG-based dry bulker 
owner Jinhui Shipping has sold a 
17-year-old supramax carrier to 
a Chinese buyer for $8.35m, as 
Beijing tightens the emission 
regulations on imported ships 
serving domestic trades.

The vessel Jin Fu is a 50,777 dwt 
dry bulker built in 2001 and 
registered in Hong Kong, 
according to a Jinhui exchange 
filing. It was constructed by 
Japan’s Oshima Shipbuilding, 
data from Lloyd’s List 
intelligence showed.

Jinhui added that the buyer, 
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Xiangshan Xingning Shipping, 
was principally engaged in 
domestic shipping in the Chinese 
mainland.

Fire hits VLCC as Gadani resumes 
scrapping
PAKISTANI scrapyards are once 
again under the microscope after 
a fire broke out in a crude oil 
carrier three months after Gadani 
restored tanker scrapping.

At the time of the incident, 
around 20 workers were on 
board the 1997-built, 309,636 
dwt Ada. They were rescued, 
with no injuries reported.

According to Pakistani media, 
the flames erupted at plot 
number 116 when welding work 
was being conducted to 
dismantle the vessel.

New York unveils $100m plan to 
boost maritime infrastructure
NEW YORK has unveiled a $100m 
project to upgrade the city’s 
aging freight infrastructure 
through strategic investments to 
modernise the city’s maritime 
and rail assets.

The Freight NYC project, unveiled 
by city mayor Bill de Blasio, is 
designed to reduce the number 
of trucks on the roads to improve 
air quality and cut congestion, 
according to a statement. It will 
also help the economy by adding 
about 5,000 jobs.

The city’s freight volumes are 
estimated to grow 68% by 2045, 
“further choking traffic and 
impeding commerce”, according 
to the statement.

Panalpina posts double-digit profit 
growth
PANALPINA, the Swiss supply 
chain provider, posted double-
digit profit gains in the first half 
of the year as it delivered on its 
promise to improve its per-unit 
ocean and air freight earnings.

It said it expects “accelerated 
volume growth” for its air and 
ocean freight activities in the 
second half of the year, despite 
“uncertainties in international 
relationships”.

The international freight 
forwarder and 3PL, ranked 16th 

largest in the world in terms of 
gross revenue last year, posted a 
gross profit of SFr744.4m 
($745m) in the first half, 
compared with SFr673.1m in the 
year-earlier period, an increase 
of 11%, as forwarding revenue 
increased to SFr2.916bn from 
SFr2.632bn.

Liberia registry says lease change will 
boost China links
AN AMENDMENT to its maritime 
law will enable Liberia to further 
boost its co-operation with 
China, according to the West 
African country’s shipping 
registry.

Earlier this year, Liberia 
amended domestic law to allow 
lease financing structures to be 
recorded as mortgages, a stance 
that it says makes it the only flag 
state with preferred status in 
China able to record financing 
charters.

The move should enhance its 
attraction to owners seeking to 
finance vessels through lease 
structures, which is becoming 
increasingly popular in Asia.

For classified notices please view the next page.
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