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Daily Briefing
Leading maritime commerce since 1734

Thursday March 1, 2018

German ship finance: 
They think it’s all over

ENGLISH FOOTBALL FANS of a certain generation still fondly recall 
the nation’s sole World Cup triumph: a 4-2 victory over West Germany 
in 1966. At Wembley, writes David Osler.

BBC commentator Kenneth Wolstenholme’s final words as he looked 
nervously at his watch have even entered the English language as an 
all-purpose ironic catchphrase: “Some people are on the pitch. They 
think it’s all over. It is now.”

Obviously, it would be supremely childish to gloat over a single soccer 
game from my distant boyhood. In no way, shape or form is that what I 
am doing here. Of course not.

But just to recap, that score line again was England 4, West Germany 
2. And Geoff Hurst remains the only man to score a hat trick in a 
World Cup final.

And after witnessing recent developments in German ship finance, it 
really does look like it is all over now.

The point is hammered home by this week’s forced privatisation of 
Hamburg-based HSH Nordbank, which has seen an outfit that until 
2014 remained the world’s largest lender to the industry, come into the 
ownership of a US-led private equity consortium.

So much for the former world number one.

The former world number two, Frankfurt-based Commerzbank, 
decided to exit shipping altogether in 2012.
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Earlier this year, it revealed that the run-down had 
reached the point where its shipping book is down 
90% on its peak.

Another Frankfurt entity, DZ Bank, is currently 
hawking its DVB subsidiary, again laid low by 
overexposure to shipping when the global financial 
crisis broke out.

DZ describes itself as “considering all options” for its 
problem child. Carlyle Group and Apollo Global 
Management are thought to be sniffing around, but 
the chief options seem to Bank of China and 
Industrial and Commercial Bank of China.

NordLB, again once a significant player in ship 
finance, is living in much reduced circumstances 
after being arm-twisted into swallowing the smaller 
Bremer Landesbank, also rendered sickly by letting 
shipowners borrow money from it.

If it all looks horrible, that’s because it is. Even 
though long journalistic experience renders me 
reluctant to venture big predictions, it is hard to 
avoid the conclusion that Germany’s ship finance 
sector is as thoroughly defeated as a certain football 
team was in 1966. Oh sorry, I really didn’t mean to 
mention that again.

Does it matter? Yes. German shipowners had finance 
too easy, too cheap, too long, which is one of the 
main reasons for the equal and opposite reaction.

Remember the opening years of this century, and 
irrational exuberance characterised by talk of a 
China-driven ‘super-cycle’ that was supposedly 
never coming to an end?

Remember the KG system, which seemingly offered 
a bottomless pit of ready cash from small investors, 
many of them now facing penury in retirement after 
seeing their savings wiped out?

Remember German banks — some of them expressly 
mandated to bend over backwards to help small and 
medium enterprises — throwing money at anyone 
who fancied their chances buying a feeder boxship?

All of that was another era. The new owners of the 
time-honoured German shipping banks will not be 
as lenient as the outgoing bankers, who happily 
kicked the can down the road for over 10 years, only 
finally pulling some plugs that were long overdue to 
be pulled in the last 18 months or so.

In particular, let us just say that US restructuring 
specialists do not have the reputation of being 
customer-friendly relationships banks. Owners 
could well find themselves with the alternatives of 
shaping up, or — quite literally — shipping out.

True, Chinese banks do have a vested interest in 
keeping the taps turned on, largely to keep Chinese 
shipyards busy. But their tolerance for not getting 
loan instalments, year on year on year, will not be 
infinite.

In short, the easy money days will not be coming 
back, at least until the next time.

But ‘the next time’ may be far into the future.

Indeed, England may even have won a second World 
Cup before that happens. For the record, Germany 
have won four.

REGIONAL government-owned HSH Nordbank, once 
the largest lender to the industry, has been sold to a 
consortium headed by two US private equity players 
for €1bn ($1.2bn) in cash, the mayor of Hamburg 
confirmed this morning.

While the development had been widely expected, 
industry sources are concerned that much of the small 
print has probably not yet been settled, and it is not 
yet confirmed what will happen to HSH’s book of 
non-performing shipping loans.

As Lloyd’s List reported yesterday, around 250 HSH-
funded ships regarded as beyond all hope will remain 
a public sector liability, having been booked to the 

special purpose vehicle HSH Portfoliomanagement.

But some NPLs are still with the core bank, and the 
fear is that if buyers Cerberus and JC Flowers offload 
aggressively, there could still be an influx of tonnage 
onto the S&P market.

Privatisation by today, the last day of February, was 
mandated by the European Commission as a quid pro 
quo for a spectacular bank bailout in 2016.

Many local owners lobbied against a sell-off to private 
equity and for a wind-down instead, arguing that any 
fire sale of repossessed tonnage could disrupt the S&P 
market.

HSH Nordbank sold by state owners 
to buyout groups for $1.2bn
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Hamburg mayor Olaf Scholz reportedly told a press 
conference in Kiel today: “We achieved a good 
outcome and at a price which, compared to previous 
expectations, is nothing to sneeze at.”

Under the terms of the deal, Cerberus will hold a 
40.3%, while JC Flowers, which already owns 5.1%, 
will take a further 33.2%. GoldenTree Asset, a US 
asset manager, will take 11.9%, while Britain’s 
Centaurus Capital will take 7.1%. Austrian lender 
Bawag, in which Cerberus is the largest shareholder, is 
picking up 2.4%.

Cerberus and JC Flowers are restructuring specialists, 
usually operating on the basis of getting stricken 
companies back on their feet by sharply cutting costs, 
and then selling on in around five years’ time.

German domestic media coverage is focusing on the 
employment implications, with widespread job losses 
seen as a given.

Formal approval is still required from the European 
Commission.

FUJAIRAH – the world’s second biggest bunkering 
hub after Singapore – did not have it easy last year. It 
has had to face potentially adverse geopolitical events 
and pressure to follow the lead of rival hubs in 
introducing more regulation.

The Middle Eastern port just south of the Strait of 
Hormuz has largely weathered the storm and while 
moves are afoot to grow bunkering volumes, a key 
part of the equation has also been avoiding measures 
which may push some volumes away.

One such measure is the use of mass flow meters, 
which Singapore had made compulsory for greater 
transparency. While Singapore’s bunkering volumes 
continued to grow, tightened regulatory oversight and 
fierce competition have seen some bunker suppliers 
exit both voluntarily as well as involuntarily including 
three of the top 10 by volume.

Fujairah is not taking that route, the port’s 
harbourmaster Captain Tamer Masoud told Lloyd’s 
List in an interview. “The Port of Fujairah is not 
committing bunkering companies based in Fujairah 
to install MFM, and leave it optional according to 
their commercial commitments,” he said.

While transparency is important and MFMs are a 
good solution for quantity disputes, Capt Masoud 
— winner of the outstanding achievement award in 
the 2017 Lloyd’s List South Asia, Middle East and 
Africa Awards — said that it did not solve quality 
disputes and making it compulsory would increase 
bunkering business overheads.

Additionally, bunkering disputes had been minimal 
in Fujairah. Last year, Fujairah received only two 

disputes and that was about quality due to the usage 
of different oil laboratories, Capt Masoud added.

Another fear — the imposition of a value-added tax 
— has also not materialised. The United Arab 
Emirates — of which Fujairah is a part — introduced 
5% VAT at the start of year but CaptMasoud clarified 
that bunker sales are not affected as the VAT rate for 
delivery of goods and services to international 
voyages is zero.

Ballast water can be a more worrisome for the 
Fujairah port authorities, however.

As not all terminals inside the Middle East Gulf ask 
tankers to declare reception facility certificates, some 
irresponsible ships still pump out dirty ballast water 
before entering the Strait of Hormuz. Monitoring the 
adjacent waters can be a challenge, Captain Masoud 
laments.

“The UAE east coast should be monitored by 
satellite,” he added.

The “Qatar situation is not impacting Fujairah” as the 
annual average continues to be around 14,000 
vessels, Capt Masoud said.

Fujairah port remains busy, although vessel calls 
declined 4.5% to 14,265 in 2017 from 14,942 in 2016 
amid sanctions imposed on Qatar from early June by 
the UAE, Saudi Arabia, Bahrain and Egypt.

In terms of the nature of calls, 61.4% were for 
bunkering purposes. Oil terminals were another 
major factor for vessels calling at Fujairah while other 
reasons include changing of crew and minor repairs.

OPINION

Harbour master Masoud rules out 
flow meters for Fujairah
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Going forward, Capt Masoud believes that 
increasing crude and oil products storage and 
development of oil services facilities will drive the 
increase in the number of vessels calling at 
Fujairah.

Fujairah’s oil storage capacity has expanded to 11m 
cu m in recent years due to its ability to attract 

investments from both domestic and international 
energy firms.

Such moves will add to the factors already 
contributing to Fujairah’s success such as the cost 
and time savings advantage from having the 
required marine services are available at 
competitive prices and low port handling charges.

ANALYSIS

South Korean rivalry with Japan continues 
in unmanned vessel development
SONY versus Samsung, Toyota versus Hyundai 
— the rivalry between east Asia’s two largest 
economies, South Korea and Japan, continues. This 
time, the match is set to be held in the arena of 
unmanned vessel technologies.

Japan took the lead with the series of government-
backed subsidy programmes for studying such 
technologies, while South Korea is catching up with 
the recent partnership with Denmark in a joint 
study for maritime digitalisation.

How far have they progressed and who will emerge 
as leader of the pack?

South Korea
In a country where the world’s fastest internet 
connection is available, progress in developing 
unmanned vessels has been slow.

But the country hopes to change the situation with a 
memorandum of understanding with Denmark to 
explore maritime digitalisation.

South Korea’s minister of oceans and fisheries and 
Denmark’s minister of industry, business and 
financial affairs signed an amendment to the MoU in 
Seoul on February 23.

Areas of co-operation include the promotion of 
e-navigation and the development of advanced
technologies to be utilised by autonomous vessels.

The move comes after South Korea unveiled a plan 
last year to develop and introduce unmanned 
vessels.

Authorities plan to complete the development of a 
small-sized unmanned vessel by June via ongoing 
studies and subsequent concrete measures for 
possible commercialisation.

Lee Gwang-il, a professor of division of navigation 
science at Korea Maritime and Ocean University, 
said the government move is welcome but 
highlighted the importance of co-operation among 
the industry participants.

“Domestic shipping, shipbuilding and logistics 
companies should seek more co-operation with 
information and communications technology firms 
to have a shared agenda in the industry,” said Mr 
Lee.

That would help the industry to promote its agenda 
on the international stage when unmanned vessels 
become more common across the world.

However, a Seoul-based analyst who declined be 
named believes that it will take a long time for South 
Korea to commercialise such vessels mainly because 
of issues with regulation.

“Having the necessary technologies and allowing 
them to sail is the different matter. South Korea has 
not even begun to discuss any regulations related to 
unmanned vessels. It will take time,” he added.

Japan
Japan has had a head start versus South Korea in 
this field. It has been eager to promote and introduce 
new technologies to the industry in recent years to 
improve its competitiveness with one initiative to 
develop and introduce unmanned vessels.

Most recently, the country’s Ministry of Land, 
Infrastructure, Transport and Tourism laid out a 
plan to commercialise such vessels by 2025 and 
become a leader in the field amid a shortage of 
seafarers and fierce competition from South Korea 
and China.

The ministry said at that time that it would continue 
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gathering opinions from the industry and come up 
with concrete action plans to implement by the 
stated deadline.

Apart from developing the technologies, the 
government will also study how to nurture skilled 
seafarers who understand the operation of 
unmanned vessels and how to attract more foreign 
workers to Japan.

The plan came after the ministry launched several 
government-backed subsidy programmes to help 
private companies to study new technologies that 
they can introduce to the industry, such as the 
Internet of Things and big data.

In January, the ministry announced that it was 
accepting applications for research subsidies on IoT 
and environmentally sustainable technologies for 

the maritime industry.

Subsidy recipients will focus on how to apply IoT 
technologies to vessels and alternative sources of 
marine fuel, the ministry said at that time.

Efforts to promote digitalisation for the maritime 
sector are being made by the private sector as well. 
For instance, Nippon Yusen Kabushiki Kaisha is 
looking to begin a pilot sailing of a remote-
controlled boxship across the Pacific as it works 
toward fully autonomous vessels.

Hideyuki Ando, a senior general manager at an 
NYK’s research unit Monohakobi Technology 
Institute, however said that the shipping company 
planned to maintain a crew on board as a safety 
contingency measure as the containership sails from 
Japan to North America.

MARKETS

Transpacific braces for flood of capacity
CONTAINERSHIP capacity on the transpacific trade 
lane is set rise by nearly 10% by the middle of this 
year as carriers add new services and upgrade 
existing ones.

Ocean Alliance carriers are expected to contribute 
the bulk of the additional capacity, with overall 
growth of more than 10%, according to a report by 
Alphaliner,

Newcomer SM Line will almost double its capacity 
with the launch of a new service to the Pacific 
Northwest in May and APL’s Eagle Express X service 
will launch its new high-speed service to in July, 
with an 11-day transit from Shanghai to Los Angeles.

“The planned capacity increases will have an impact 
on the ongoing rate negotiations for the new annual 
transpacific service contracts from May 1,” 
Alphaliner said.

Spot rates are expected to fall in the coming weeks 
as demand slows after the lunar new year holidays 
in Asia and could fall as low as $1,000 per feu to the 

US west coast and $1,600 per feu to the US east 
coast, Alphaliner said.

“This year’s planned capacity increases are expected 
to outpace the growth in the headhaul transpacific 
eastbound volumes, which is projected at a relatively 
robust 5%-6%, following a growth of 4.4% recorded 
in 2017.”

Meanwhile, The Alliance has recently upgraded its 
PN3 service to 13,000 teu vessels and is expected to 
upsize its EC4 service from 8,000 teu ships to 
13,000 teu.

The 2M alliance has yet to reveal its transpacific 
upgrades but is expected to upgrade several strings.

“Maersk and Mediterranean Shipping Co could thus 
phase newbuildings of 10,000 teu-15,000 teu into 
the trade, as well as ships of 13,000 teu-15,000 teu, 
cascaded from the Asia-Europe routes, where more 
and more ‘Megamax’ ships of 18,000+ teu will come 
on stream and set tonnage free for redeployment,” 
Alphaliner said.

IN OTHER NEWS
Cosco Shipping to acquire PetroChina 
tanker unit
COSCO Shipping Energy 
Transportation has agreed to 

acquire a 51% stake in PetroChina 
Dalian Shipping Co, in a move to 
expand its market share in 
domestic product oil shipping.

The two parties have also reached 
an agreement on a following 
capital injection in proportion to 
the stake they each holds.
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The joint venture will mainly ship 
petroleum products in the 
domestic market, backed by 
cargo sources from PetroChina, 
CEST said.

K+N reports major gains in 2017
KUEHNE+Nagel posted 
significant turnover and profit 
gains in 2017 as it reported 
strong volume growth across all 
business units.

But while the global freight 
forwarding giant made gains in 
both its air and ocean freight 
market shares, rates pressures 
led to a drop in full-year ocean 
freight pre-tax earnings.

The Switzerland-based forwarder 
said it had “increased its growth 
momentum from quarter to 
quarter in 2017 and achieved new 
records in turnover, gross profit 
and earnings for the year” as it 
announced its annual results 
earlier today.

Fredriksen maintains Frontline’s war 
chest for expansion
JOHN FREDRIKSEN has taken 
steps to maintain the war chest 
of Frontline as his flagship tanker 
firm looks for opportunities to 
expand, while bleeding cash in 
ship operations amid weak 
markets.

Hemen Holding, the shipping 
tycoon’s investment firm, has 
extended its senior unsecured 
loan facility of up to $275m by 12 
months until November 2019, 
Frontline said in its quarterly 
report.

“We believe there will be 
opportunities going forward and 
have the financial and 
commercial platform to grow our 
fleet,” the report said. “Until then 
Frontline is sharply focused on 
maintaining our cost-efficient 
operations and low break-even 
levels.”

Seaspan back in the black for 2017 as 
box shipping industry picks up
BOXSHIP operator Seaspan 
Corporation returned to 
profitability during 2017 as the 
container shipping sector 
continued to show signs of 
improvement.

The New York-listed company 
posted a $175.2m net profit 
compared with a $139.0m net 
loss a year ago because of the 
lack of vessel impairments 
incurred during the period. 
Revenue however decreased 5.3% 
year on year to $831.3m for 2017 
amid weaker average charter 
rates for vessels on short-term 
charters as well as off-hire days 
incurred by three 10,000 teu 
ships, previously employed on 
long-term charters, switching to 
short-term employment with 
Hapag-Lloyd in the first half of 
the year.

Further declines were partly 
mitigated by newbuildings that 
the company took delivery of in 
2016 and 2017.

Hapag-Lloyd reports revenue boost 
from UASC merger
HAPAG-Lloyd, the German 
container carrier, has reported 
preliminary revenues of $11.2bn 
for 2017 as the full impact of its 
merger with United Arab Shipping 
Co begins to become apparent.

The unaudited results show 
volumes rose 29% to 9.8m teu. 
But transportation costs also 
rose, up from $6.4bn in 2016 to 
$8bn, much of it due to the 
increased volumes, bunker prices 
rose significantly, from $226 per 
tonne to $318 per tonne, eating in 
to margins.

Hapag-Lloyd completed its 
merger with UASC in the second 
quarter, so the full-year figures 
reflect only two quarters of 
increased volumes attributable to 
UASC.

Star Bulk on the prowl for attractive 
acquisitions
STAR Bulk Carriers is back on the 
acquisition prowl following a 
return to profitability after “three 
challenging years”, according to 
chief executive Petros Pappas. In 
addition to a profitable quarter, 
the dry cargo specialist signalled 
that all is normal again with 
regards to servicing its debt 
obligations.

“Having terminated the (bank) 
amortisation holiday under 
restructuring agreements six 
months ahead of schedule, we 
repaid $35.6m in February 2018 
through our cash sweep 
mechanism, and hope to fully pay 
down the deferred amounts by 
the end of this year,” said Mr 
Pappas.

“We continue to look for 
attractive consolidation 
opportunities and remain 
optimistic about the remainder of 
2018.”

Genco plots fleet renewal plan
GENCO Shipping & Trading has 
unveiled plans to renew and 
modernise its fleet starting with 
the planned disposal of 15 
vessels.

The vessels, which comprise 
eight supramax vessels, one 
handymax vessel and ships 
constructed in 1999 or earlier will 
be offloaded “at times and on 
terms to be determined in the 
future”, it said in a statement.

“We plan to redeploy the net 
sales proceeds from these 15 
vessels, subject to lender 
consent, towards the purchase of 
modern, high specification 
vessels that complement our 
commercial strategy and 
management’s view of the dry 
bulk supply and demand 
fundamentals,” said Genco.
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Pacific Basin backs stricter 
environmental regulation
PACIFIC Basin Shipping is 
backing the International 
Maritime Organization’s new 
sulphur cap guideline and 
welcomes stricter environmental 
regulation for the industry.

But the Hong Kong-based owner 
does not consider sulphur 
scrubbers as an effective 
solution either technically or 
environmentally, and prefers “a 
mandate for everyone to burn 
cleaner fuel” to create a level 
playing field.

“A further consequence of a 
global adoption of low-sulphur 
fuel is that its higher cost will 
prevent ship operating speeds 
from increasing, contributing to 
lower emissions and a better 
supply-demand balance,” Pacific 
Basin chief executive Mats 
Berglund said in its earnings 
statement this week.

Ocean Yield adds five handysize 
vessels to its expanding fleet
NORWAY’s Ocean Yield has 
added five modern handysize dry 
bulk vessels with 10-year 
bareboat charters to its growing 
dry bulk fleet.

The leasing company made a 
deal with Interlink Maritime for 
the bulk carriers at a purchase 
price of about $75m net of 
pre-paid charter hire.

Ocean Yield said that one vessel 
will be delivered from the 
shipyard in April 2018, while 
three of the vessels were built in 
2015 and one in 2014.

Japan shipbuilding association 
denounces Korea’s relaxation on 
refund guarantee
THE Shipbuilders’ Association of 
Japan has taken action to 

support the government’s 
protest against South Korean 
authorities’ move to ease vessel 
financing guidelines for local 
shipyards.

In a letter to its counterpart 
Korea Offshore and Shipbuilding 
Association, SAJ said the change 
of policy “could further 
compound the already 
depressed shipbuilding market, 
allowing survival of production 
facilities that should be shaken 
out”.

Policy banks in Seoul revealed in 
January that they would 
provisionally scale back the 
restrictions on issuing refund 
guarantees, allowing low-priced 
orders to be financed again in 
2018.

Höegh LNG continues pursuit of long-
term charter deals
NEW York-listed Höegh LNG 
continues with its strategy of 
seeking long-term employment 
tied to its newbuildings, of which 
three are currently under 
construction.

It noted in its earnings report 
that there had been much 
tendering activity as more 
liquefied natural gas cargoes 
reach the markets.

“Our business development 
activity remains focused on 
securing long term contracts for 
our [floating storage 
regasification units] under 
construction, and here we are in 
advanced stages in several 
tenders with near term decision 
points,” said president and chief 
executive Sveinung Støhle.

DSME wins order to build three 
VLCCs
SOUTH Korea’s Daewoo 
Shipbuilding & Marine 

Engineering has won an order to 
build three very large crude 
carriers for a European 
shipowner.

An industry source told Lloyd’s 
List that the orders came from 
Apollo Global Management while 
a DSME official declined to reveal 
the contract price. 

The vessels, which are expected 
to be delivered by 2020, will be 
equipped with “high-efficiency” 
engines that would reduce 
emission and maximise the fuel 
efficiency to abide new 
environmental regulations 
imposed by International 
Maritime Organization.

MOL aims for efficiency and further 
growth with April restructuring
MITSUI OSK Lines is to begin an 
organisational restructuring plan, 
including creating a chief 
technical officer position and 
splitting the tanker division, as it 
aims to improve efficiency and 
further growth.

Among a series of changes in 
management and business 
structure, the establishment of 
the Technology Innovation Unit 
has topped the list. The unit will 
integrate MOL’s Technical 
Division, Smart Shipping Division 
and MOL Information Systems 
Ltd, coupled with a chief 
technical officer to oversee the 
operation.

The company will also set up the 
position of chief financial officer, 
who will be responsible for 
orchestrating and optimising 
funding and financial strategies 
across the group, while providing 
advice to business executive 
officers.
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For classified notices please 
view the next page.
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