Forced sales
not the only
alternative
for banks

Creative solutions on
offer when loans default

Dao Osiep

THERE are no publicly available
staustcs to prove the point, and the
names involved are always
confidential.

Burwhile hearsay suggesis that
repossession of vessels in defaultis
gradually becoming more common as
the shipping downturn drags on, the
widely predicied surge In these cases
has yetto matenalise.

True, some bankers have talked
rough on this issue. DVB director
Dagfinn Lundetold a room full of
journalists earler this year: “We don't
mind raking a ship back atall. if a
loan nisks going underwater, 1 say,
‘Please giveme the key'."

Butin general, lenders appear to
have held off 10 a degree thathas
surprised many, and this is unlikely 1o
be the result of sincere solictiude for
the plight of poor hard-done-by
shipowners.

As bankers will admit In private
conversation, the truth 1sthat they
have run away from the prospectof
taking on loss-making vessels
themselves, and have instead
preferred 10 extend forbearance, In
the hope that something — hopefully,
world trade — will tum up.

Sofar, this Micawberish
expectation has not panned out, and

it could now be that crunch ume 1s

rapidly approaching. Banks, whether

state-owned or sull in private hands,
cannot extend and pretend
indefintiely.

In many cases, elther their internal

rules or the applicable accountng
standards dicrate that loans must be

declared non-performing tf there have

been no repayments for threeyears.

wite-offs will bear directly on the
all-tmportant capiial rattos that are
already under pressure from the
European Banking Authonty and
Basel 111, which 1n wurn directly
govern ability to lend, and hence
profitability.

As bankers will admit in
private conversation, the
truth is that they have run
away from the prospect of
taking on loss-making
vessels themselves, and
have instead preferred to
extend forbearance, in the
hope that something —
hopefully, world trade —
will turn up

Even on the old principlethar half
aloafisberter than none, the
tempration will be there o repossess
and then wy 1o find someway of
somehow gerting some money back.

There are now companies
expressly In business 1o providea
solution tn such circumstances.
Among them 1s New York-basad
Karawzas Marine Advisors, whose
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Cardiff"s Gralg Group has teamed upwith a;;am;nima Investments to bring to}e&hef s!';lpmanagemenl andtrading.

principal Basil Karaizas specialises in
acung for banks that haveloans in
arrears or in default and arelooking to
bring tn a panmner 1o Inject equity in
the project, or to arrange structured or
mezzanine finance.

Where banks do dectde that
repossession 1s theway 1o go, most
shipmanagers are ready to operate
vessels on their behalf.

A source atone major
shipmanagement outfit, who asked
not 1o be named, said: “Irslike a
phoney war at the moment. If weare
anything to go by, there1s more
business around and there ts an
expectatton thar this will grow.

“I'sdifficult 1o give a global figure,
but I think it would be in the region of
single percentage point Increases
month by month, aslow steady
Increase as banks are being forced
more and more into 1aking acton.”

Another approach is the recently
launched collaboranon between
Cardiff*s Graig Group and Global
Mariiime Investments, which claims
10 offer bespoke solutions for
problematic shipping exposures.

Working together, the two groups
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will provide lenderswithworkout
solutions, safe havens and exit routes
for distressed assets and
underperforming shipping portfolios.

Thedea s 1o bring together Gralg's
capacities inthe field of technical
shipmanagementwith GM1I's ability to
tradethe ships.

According to GMI managing
panner Steve Rodley, his company's

“From Graig’s point of view,
we can add a more
commercial side to the
equation. Graig can organise
the crewing and the running
of the ship, while we can
trade it, deal with the
chartering and that side of
things™

Steve Rodley, GMI

large phystcal portfolto and robust
freight management systems provide
a low-risk pool for tonnage, making it
a good bet as a charterer for nsk-aware
counierparies.
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“From Graig's point of view,
we can add a more commercial side
10 the equarion. Graig can organise
the crewing and the running of the
ship, whilewe cantradet, dealwith
the charering and that side of
things.”

The GMI Group Is one of the largest
privately-owned freight rading
groupsin theworld in terms of both
size of fleet operated and tumover,
typically operating 6o 1o 8o dry bulk
vessels. GM1 1s financed by major
institunional shareholders.

Graig describes tiself as a broad-
based internarional shipping services
provider, withacuve
shipmanagement divisions in Cardiff
and Shanghal and close linkswith
significant shipping banks, towhom
1t provides regular inspection services
and rechnical support.

It provides technical and
commercial management and
crewing for a mixed fleet of vessels on
behalfof a number of owners and
banks, and has supervised morethan
100 newbuildings for tiself and major
shipowners.m
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