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Shipping Finance Prospects in 2015 from Karatzas Marine Advisors & Co. 

It's a well-established fact that shipping is a capital 
intense industry; successful owners have to be both 
good vessel operators and managers, and also have to 
have a solid financial strategy in good times but 
mostly in challenging times as well. The need for a 
financial strategy is heavily pronounced at present 
when access to capital is a formidable task. It's a 
formidable task because shipping is still working 
through the excesses of the boom years (excess of 
tonnage, lots of ships of poor quality and design, 
etc.) while the traditional funders of the industry 
(shipping banks) have significantly curtailed their 
activities in the industry. One can almost say that 
while ships were the underlying asset and shipping 
finance was the first derivative of the business, now 
shipping financing is the primary 'asset' and the 
ships and 'steel' have become the derivative concept; 
accessing and deploying financing has become a 
higher priority than the 'real' industry. As the saying 
goes, making predictions, especially about the 
future, is a hard task, but, in our opinion, 2015 will 
likely bring an extenuation of trends in shipping 
finance that are already in development. 

For debt financing from banks, the market will 
continue its bifurcation and the distinction between 
the 'haves' and the 'have-nots'. Lending into 
shipping from traditional lenders will be remain 

limited, or at the very best, well below the amounts 
the industry requires to function on this 'normal' 
business model.  Banks will show a bias to stay away 
from shipping as an industry, and to the extent that 
they will be extending credit to shipping, their 
preference will be for corporate finance, to owners 
with consolidated financials and balance sheet, 
'projects' with cash flows attached, projects with 
energy or offshore exposure. Borrowers complying 
with such characteristics will be crowding out the 
traditional, independent shipowners looking for 
plain vanilla ship mortgages. And, as banks will be 
competing for the same (and small pool of such) 
owners, spreads—the differential over Libor—will 
be thin. For the shipowners looking for mortgages, 
the preference by the banks will be for modern 
vessels—nothing older than ten years old, and fairly 
low advance rates (approx. 50% of the vessel's value). 
We think that traditional independent owners, 
looking to acquire older but quality tonnage will 
likely be having an impossible time obtaining bank 
financing, which may have a disproportional effect 
in certain markets such as in the Greek market. 

With funding from banks and traditional lenders 
offered on limited basis, shipowners will continue 
exploring alternative sources of financing, including 
discussions with leasing companies and institutional 
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 investors (whether equity and/or debt). Despite the 
heightened expectations, the reality is likely to 
disappoint as many of these new transactions have 
often not been placed on an 'even keel': a short-
circuited 'investment box' with a five-year invest-
ment horizon and heavily based on unrealistically 
discounted asset prices will drive away many of the 
legitimate projects. Many have the opinion that 
private equity funds will be sellers of distressed 
assets on their own right, many of their investments 
so far not performing to their expectations, but, in 
our opinion, there is still a long time left, if and 
when, for an eventuality like this to present itself. 
While many institutional investors will continue 
their policy of equity investments on highly 
opportunistic basis, there will be more sources of 
funding for debt, both for senior, junior and gra-
dations in between. For now, there are funds lending 
in shipping, but their 10% minimum interest rate 
requirement has phased them out of the market, for 
all practical purposes. Likely in the coming year(s), 
there will be newcomers to offer debt financing in 
shipping at lower rates and likely capable of 
accommodating some of the owners and projects 
that the shipping banks remaining in the industry 
will not be able to lend to. Again, such newcomers 
will not have the funding capacity or flexibility to fill 
the whole funding gap left by the banks, but 
marginally and selectively will be able to provide 
debt for shipping projects; the funding gap itself and 
the business opportunity will be too great to resist 
and sufficiently big enough to dig up business 
opportunities. 

And again, following the present trend of owners 
trying to broaden their investment horizons, there 
will be more owners looking to access the public 

capital markets, for equity (for IPOs, etc) and also for 
debt (for bonds, etc). We believe that this is a very 
legitimate trend that will keep going strongly and for 
some time. Not that every shipowner will file for an 
IPO (quite frankly, a great deal of them do not meet 
minimum requirements for an IPO); however, there 
are many substantial owners who do qualify and 
who, while taking a second look at the public mar-
kets, will come to appreciate the benefits of such, 
benefits that in the past were easy to dismiss. And 
while there will be many owners seeking to access 
the capital markets, public investors will have better 
choices for top tier owners, legitimate owners with 
established businesses and long track records. Hope-
fully the era of shipping IPOs in the last boom, 
shipping IPOs that at present are trading over-the-
counter as 'penny stocks', would have provided 
'food for thought' about what exactly makes success-
ful shipping investments, as ships, as projects, as 
owners, as publicly traded shipping companies. 

There are still many dislocations in the market since 
the boom years were phenomenal in every respect 
and the excesses still have a way to go. There are still 
plenty of business opportunities on individual basis, 
but the overall market trend has been toward a more 
'institutionalized' approach to shipping. A freight 
market recovery has still a ways to go, and market 
participants from charterers to financiers want to see 
an 'institutional' approach with critical mass and 
economies of scale, efficient and lean operations, 
focus on market segments and ability to persevere 
and succeed over a prolonged market recovery. For 
now the 'institutional' aspect is taking precedent 
over the 'entrepreneurial' element of shipping. Still, 
many may opt to disagree with the last statement. 
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