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Penny for your 
thoughts 
Maritime CEO canvasses the industry 
on where to access ship finance in 
2014

What is clear from our poll of 
leading names connected to 
ship finance is that access to 
capital in 2014, while no means 
straightforward, is easier than 
in the previous five years, 

albeit from non-traditional sources. 
Banks do not have capacity to fund the industry’s 

normal capital requirements. 
“Traditional ship mortgage debt is likely to remain 

in short supply during 2014,” says Harry Theochari, 
the global head of transport at law firm Norton Rose 
Fulbright. 

Quite so, agrees First International’s Paul Slater. 
“With the large orderbook in most sectors and with 
freight rates still uneconomic it is unlikely that bank 
finance will return soon,” he says.

Banks have not exited due to the generic shipping 
downturn, all the major shipping banks have a proud 
history of supporting clients through the cycles. They 
have turned off the taps due to external pressures such 
as the Eurozone crisis and increases in regulatory 
capital requirements.

Capital these days is now stemming from hedge 
funds, private equity and pension funds. 

Many shipping firms have moved towards stock 
exchanges and have procured equity directly from the 
capital markets. Shipping entities are using IPOs, bond 
issues, mezzanine capital and similar forms of financ-
ing focused on the capital market.

The pace of capital market activity has picked up 
to near pre-Lehman levels, says Jim Lawrence who 
heads up respected finance title, Marine Money.  

Nordic banks and East 
Asian export-import banks 
remain a solid source of cash too.

“The market is more open than at 
any time since pre-Lehman,” says Tim Huxley, 
the chief executive of Hong Kong owner Wah Kwong 
Maritime Transport Holdings, before cautioning that 
it is still very tough if you are a smaller owner or a new 
entrant.

“Asia is always a good place to obtain debt 
financing for solid established companies,” says Basil 
Karatzas, who runs a ship finance consultancy in 
New York. The issue, however, with sourcing cash in 
the East is that the lenders tend to be “territorial”, 
Karatzas says, with plenty of strings attached.

While Asia is growing, the centre of capital 
will continue to be New York, reckons the head of 
StealthGas, Harry Vafias. “More and more companies 
will try and access the US capital markets through 
IPOs, private placements or in JV with private equity 
funds,” says the Greek owner.

Private equity and hedge funds could be described 
as short term buyers with a vulture fund mentality, 
good in the short term, but not a long term solution 
to shipping’s finance woes, says Stathi Marneros, the 
managing partner of Spartan Partnership, an HR firm 
for the ship finance sector. 

There were more than 40 private equity shipping 
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transactions last year, according to Marine Money ’s 
Lawrence. “The trend at the start of this year shows no 
slowing,” he says. 

Not so convinced of private equity’s staying power 
in shipping is finance veteran Slater. “The arrival of 
large amounts of private equity capital last year is 
based on the false premise that secondhand ship val-
ues will rise,” he says. 

Private equity firms are interested in investing in 
shipping only as long as inf lation remains low, argues 
Rajaiash Bajpaee, the head of Bernhard Schulte. 

The problem with the equity and debt capital mar-
kets is they are much more expensive than traditional 
bank lending, points out Khalid Hashim, the manag-
ing director of Thai bulker owner, Precious Shipping. 
What’s more, they can open or shut down very quickly.

“Clearly the arrival of large funds on the ship-
ping scene has had a fair amount of inf luence on 
the dynamics of ship finance and this, coupled with 
the apparent insatiable appetite of the Oslo over the 
counter market – and subsequent likely IPOs be it 
Oslo, New York or elsewhere – has really changed the 
landscape and offered a degree of choice for owners,” 

says Esben Poulsson, the former Torm boss. 
Precious’s Hashim warns that in an industry that 

is highly capital intensive, characterised by high lever-
age and has wildly swinging cycles with traditional ship 
lending banks currently shunning the industry, only the 
very strong, publicly listed and cash rich, non-speculative 
shipowners will attract any or all of the funding that is 
available in the market.  

“The smaller, non-listed shipowners will be hung 
out to dry and will have to basically use much more of 
their own cash to get any business done,” Hashim says. 

Looking beyond 2014 Norton Rose Fulbright’s 
Theochari says we may well see the commercial 
leasing models that have dominated aviation finance 
emerging in shipping, albeit in a slightly different 
format, and export credit agencies playing a role in 
helping to create a secure bond market. ●

“Smaller, non-listed shipowners will be 
hung out to dry ”

eXeCUtiVe 
deBate  


