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HSH Nordbank to offload
S5bn toxic shipping debt
at 60% discount
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HSH NORDBANK IS set to to ditch €6.3bn ($7.6bn) of toxic debt to
some of the US private equity firms that are buying the bank as a
whole, in a sideline transaction that values the bad loan book at just
€2.5bn.

Over two-thirds of the total — some €4.3bn, or more than $5bn — is
made up of the Hamburg- and Kiel-based lender’s shipping portfolio.

Basic maths suggests that Cerberus Capital Management, JC Flowers
& Co, GoldenTree Asset Management and Centaurus Capital are
getting their hands on the assets for just 40 cents in the dollar.

The hope at the bank is to get the deal done by the end of the second
quarter, and by the end of the third quarter at the very latest.

Such details as are in the public domain are contained in a
presentation to investors, given in Hamburg last week as HSH unveiled
its annual results. A copy has been obtained by Lloyd’s List.

But with so many banks offloading non-performing shipping loans

— including DNB, RBS, Deutsche and Commerzbank — the very size of
the transaction will probably set some kind of new benchmark in the
secondary market.

HSH was until recent years the world’s largest lender to shipping, and
clocked up huge losses as a result of the industry downturn.

It was bailed out by the taxpayers of the German states of Hamburg
and Schleswig-Holstein in 2009. Earlier this year, it was agreed in
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principle to sell HSH to a consortium mainly made
up of private equity interests.

Most of its bad debt was syphoned off onto a special
purpose vehicle and will remain on the public sector
balance sheet.

But owners in the north German maritime cluster
have been anxious to know the fate of the bad
shipping debt that stayed with the core bank.

Their fear is that any fire sale of vessels could
collapse a sale and purchase market now showing
tentative signs of recovery.

So, much will depend on what the new owners do
with the loans, although there is no indication of any

precipitate move at this stage.

HSH sources insist that the bank is still committed
to the shipping industry, but not in the same way as
in the past.

Annual new business is likely to be in the €500m-
700m range, and concentrated on tier one owners.

This will essentially exclude German family-owned
companies, with international owners likely to make
up two-thirds of the book in future.

Free of its legacy burden, the new core bank will
have a non-performing loan ratio of around 2%, and
be able to compete for new business on the same
footing as its peers.

WHAT TO WATCH

US-Asia LNG shipments set to rise
but capacity crunch looms

WHILE global trade in liquefied natural gas is
expected to experience strong annual growth into
the next decade, the number of carriers available to
meet this surge leaves a lot to be desired.

According to a recent report by Westwood Global
Energy, a record number of vessels are required to
meet projected output to 2022.

During the period from 2018 to 2022, 265 LNG
carriers need to be delivered, of which 154 have
yet to be contracted, the consultancy said in its
report.

The view is echoed by industry participants such
as GasLog Partners, which sees an LNG capacity
shortage going forward.

The US-listed master limited partnership which
owns 13 LNG carriers believes the industry will
need 35 to 62 additional carriers by the end of
2022 to meet the incremental demand for LNG
that they estimate will grow by 6% per year
through 2025.

Lloyd’s List Intelligence said in a recent report that
it sees growth of 10% per year to 823m tonnes by
2027. That compares with an average of 7.6% over
the past 10 years. It expects fleet capacity growth
of 7% per year.

The extended Panama Canal welcomed its first LNG
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cargo from Dominion Cove Point in Maryland, the
second export terminal in the US to come online
after the Sabine Pass began operations in 2016. The
shipment was destined for Kansai Electric in Japan,
which has agreed to contract 800,000 tonnes of
LNG per year.

The inaugural transit of the Bahamas-flagged LNG
Sakura took place at the end of April. The
neopanamax vessel, measuring 300 meters in length
and 49 meters in beam, began its transit in the Agua
Clara locks on Panama’s Atlantic coast and headed
towards the Cocoli locks in the Pacific, according to
a statement by the Panama Canal Authority. Kansai
Electric Power owns 70% of the vessel while NYK
Line owns the rest.

Dominion Cove Point has two main clients:
ST Cove Point, a consortium comprising Sumitomo
and Tokyo Gas, and Gail of India.

The Panama Canal is an important link from the
US to Asia, currently providing seven booking
slots to LNG carriers per week. In financial year
2018, the canal’s LNG traffic is expected to grow
by 50% to 244 transits compared with a year
earlier.

It has worked closely with industry participants to

lend support with additional capacity when needed,
it said.
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Earlier this year, it said it was working with
Cheniere Energy to increase the number of transits
through the waterway. The energy company made
62 transits in 2017.

“As the global demand for LNG continues to grow,
the Panama Canal remains committed to offering an
efficient and safe transit that will benefit its
customers, reducing travel times and unlocking new
opportunities for world trade,” it said.

Maersk Tankers orders six LR2 newbuilds

from Dalian

COPENHAGEN-based Maersk Tankers is pushing
ahead with a fleet expansion by finalising an

order for six new long range two vessels to be
constructed by Dalian Shipyard in China, after the
company’s board of directors gave the green light to
the project.

The six vessels will arrive over a two-year period,
with the first set for delivery in 2020.

Dalian is tied for four more LR2s with Maersk
Tankers, which will decide in the future whether it
wants to go ahead with their construction,
contingent on market developments.

Apart from looking to augment its presence in the
LR2 segment, Maersk Tankers justified its order on
the “competitive asset prices” emanating from the
current state of the market.

Once delivered, the vessels will be under Maersk
Tankers’ commercial, technical and corporate
management.

“This increases the scale of the fleet we manage and
provides vessel data [on the operations of the
vessels, which can be used to improve their
performance], contributing to our strategy of
delivering industry-leading commercial
performance,” Soren C Meyer, chief strategy officer
at Maersk Tankers, said.

Maersk Tankers boasts a fleet of 161 product tankers,
including 80 under its ownership, another 58 under
commercial management and 23 chartered in.

The Robert Uggla-led company was sold by AP
Moller-Maersk for $1.17bn to AP Moller Holdings
and Mitsui&Co in September, with the European
Union signing off on the acquisition in mid-March.

ANALYSIS

European box trade facing bumper year

GROWTH in Europe’s containerised trade is
projected to be robust throughout 2018, with
imports and exports rising at a healthy level,
according to a new report.

The Europe Port Tracker, published by Hackett
Associates and the Institute of Shipping Economics
and Logistics, sees a 7.3% jump in European imports
for 2018 over last year, to nearly 26m teu. Exports
are expected to climb 5% on 2016 levels, to
approximately 16m teu.

The forecast comes after the latest economic
assessment by the International Monetary Fund
revealed further encouragement for the Eurozone in
the short to medium term.

The IMF expects growth in Europe’s gross domestic
product to maintain its upward growth in 2018
rising incrementally by 2.5%, as the region’s key
economies continue their recovery.
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Hackett Associates and ISL expects a strong
showing this year from ports in both northern
Europe and the Mediterranean/Black Sea region, as
part of its regional forecast.

Exports from northern Europe are anticipated to
rise by 3.1% and imports by 7.3% year-on-year.

Meanwhile, ports in the Mediterranean/Black Sea
region can expect a double-digit increase in inbound
traffic of approximately 11.2% and an equally
impressive 8.4% gain in import volumes compared
to last year.

For the first two months of 2018, volumes handled
by European ports tally up with the growth
forecasts.

According to the report, European imports and
exports through February this year represented
increases of nearly 20% and 2.3% respectively.
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Import figures are however skewed slightly in
reflection of the late Chinese New Year — falling in
mid-February this year rather than in January,
which has a notable impact on volumes moved on
the vital Asia-Europe trade.

For the first quarter of 2018, taking into account the
trade fluctuations before and after the Chinese New
Year, the report projects box imports to be up by
around 6.8%.

Exports are only expected to have climbed
marginally in the first quarter by 0.2%, but are
expected to pick up in the second, third and fourth
quarters of the year, rising 6.3%, 6.5% and 7%
respectively.

Growth in European imports are expected to remain
above 6% through the middle of the year, while in
the final quarter of 2018 this number is forecast to
rise to nearly 10%, according to the report.

Box lessors maintain market lead
over carrier counterparts

LEASING companies strengthened their grip on the
container equipment market last year, as purchases
outweighed those procured by liner operators.

According to London-based analysts Drewry, box
lessors accounted for about 55% of new equipment
orders in 2017.

“The move towards container leasing and away from
carrier ownership continues unabated and the
leased fleet now has a clear majority over that owned
by transport operators,” Drewry said in its latest
Container Census & Leasing and Equipment Insight.

In 2017, the carrier-owned fleet of containers grew
by a modest 2.4%, while lessors increased units by
about 6.7%. As a result, come the end of last year,
container lessors held a majority share of the
equipment market of nearly 52%.

Drewry’s director of research products Martin
Dixon said the analysts expected the shifting trend
in the market over to the lessors would continue for
the foreseeable future. “We estimate that the leased
share of the fleet will reach 54% by 2020,” he said.

After 2016, which was one of the worst years in
recent times for container shipping, orders for new
box units were scaled back considerably.

However, as the container market rebounded so did
dry van building.

Drewry said that manufacturing surged by 55% in
2017, as box makers both large and small increased
production.

Manufacturing giant China International Marine
Containers, based in Shenzhen, built 88% more
boxes last year, while the most active smaller market
players were fellow Chinese company Dong Fang
and Maersk Container, increasing production by
143% and 118% respectively year on year.

Despite the notable jump in the manufacture of
containers last year, the removal of older units from
the active fleet ensured that the average age of
container units stayed at above six and a half years,
according to Drewry.

The report also noted stable newbuilding prices last
year. The cost of a 20 ft standard unit remained
slightly above $2,000 per unit throughout the
12-month period, while little fluctuation was also
reported in the 40 ft high cube market, which stayed
at about $3,500 per box.

However, newbuilding prices were up by about a
quarter on 2016 levels on the back of the rising price
of steel.

Drewry warned that if the ongoing trade spat
between China and the US, in which steel is at the
centre of the dispute, escalates this could push
prices up even higher.

MARKETS

US extends tariff exemptions for EU, Canada

and Mexico

THE US has delayed a decision on imposing tariffs
on steel and aluminium imports from Canada,
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Mexico and the European Union for a month,
extending relief for its allies while preparing intense
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trade talks with China later this week.

Washington has also reached agreements-in-
principle with Argentina, Australia and Brazil to
grant those countries exemptions from the broad
tariffs of 25% on steel and 10% on aluminium, which
have already been in effect against China, Japan and
other countries.

South Korea has been granted a permanent
exemption after agreeing to reduce steel exports to
the US by 30% from the yearly average in 2015-2017.

“In all of these negotiations, the administration is
focused on quotas that will restrain imports, prevent
transshipment, and protect the national security,”
the White House reportedly said in a statement.

According to a government report, the US imported

Canada, the No 1 supplier, accounted for 17% of total
US steel imports. Brazil accounted for 14%, South
Korea for 10%, and Mexico 9%.

US president Donald Trump made good on his
campaign promise by declaring the steel and
aluminium tariffs in March, arguing that those
measure can bolster national security and protect
domestic producers from unfair competition.

Following the announcement, Washington has
threatened to impose extra tariffs on more than a
thousand Chinese products, prompting China to
retaliate by vowing to establish similar trade
barriers against US goods.

Trade officials of China and the US are set to meet
on Thursday and Friday to resolve the dispute, but
few observers are expecting a quick conclusion.

34.6m tonnes of steel in 2017, making it the world’s

largest steel importing nation.

IN OTHER NEWS

Trafigura taps into panda bond
market with $79m sale
TRAFIGURA has raised
Yuan500m ($78.8m) via selling
the so-called panda bonds after
Beijing recently opened up
China's mainland debt market to
foreign issuers.

In a statement, Trafigura said it is
the first international commodity
trader and one of the first non-
Chinese firms to tap into this
nascent capital market.

The bond sale is the first tranche
of Trafigura's Yuan2.4bn bond
programme, for which the
company has obtained approval
from China's National
Association of Financial Market
Institutional Investors.

Last Word: Nautilus' May Day gift
NAUTILUS International, the
trade union that represents
22,000 maritime professionals,

has presented its members with
a May Day gift: a new website
specifically designed to run using
low bandwidth.

Seafarers often have a weak
internet connection while sailing
and Nautilus hopes the website
can allow them to access
essential news and information
on their industry, their
employment rights and the
union.

This web development follows
Nautilus' recent report on crew
communications, which has
found that internet access at sea
often comes with low bandwidth
and at a cost to seafarers.

Allcargo applying Uber model in slot
bookings

MUMBAI-based logistics
company AllCargo is looking to
take a page from Uber's book, by
simplifying shipment

arrangements through its cargo
slot-owning unit ECU Worldwide.

AllCargo's intention to apply the
Uber business model to shipping
is not a new concept in itself, but
is yet another indication of a
growing appetite to resort to
external methodologies to
squeeze out profits and grow
customers bases in the logistics
and maritime sectors.

Although it has yet to have a
tangible effect, the so-called
“Uberisation” of the shipping
industry has become a recurrent
prediction from digital
enthusiasts but is also often
among the euphemisms used by
those who deem the industry to
be too traditional and too slow to
adapt to the changing demands
of its customers and therefore
fertile ground for disruptors.

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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