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sustainable future

INTRODUCTION TO THE NEWSLETTER
JBR is an independent internationally operating management consulting firm with over 30 years
experience in strategy, corporate finance and restructuring. JBR is renowned in the maritime and offshore
industry. For decades JBR has been advising leading maritime and offshore companies as well as
nicheplayers all over the world on strategic choices, which often includes close involvement in
acquisitions, investments/divestments, valuations and (re)financing assignments.
Global M&A Partners is one of the world's leading partnerships of more than 30 independent M&A firms,
with an international presence over 50 countries across five continents. GMAP companies have
successfully completed over 1500 transactions with combined value in excess of €42bn over the last
fiveyears. JBR is the Dutch partner in Global M&A.
The maritime and offshore sector is an international one, with highly capital intensive assets and a
dominant role for knowledge. Only consultants with track record, knowledge and an international
networkare able to speak and understand this language, and be able to add value for their clients.
To optimize the services for the maritime and offshore sector Global M&A Partners has formed
aspecialized Global M&A Maritime and Offshore Forum iin which eight offices have bundled their
knowledge, network and skills, exclusively dedicated to the maritime and offshore industry. One of the
partners of JBR has taken the responsibility within GMAP for the global focus of the maritime and offshore
industry. This focus and the combined skills give the Global M&A Maritime and Offshore Forum the
strength to handle major M&A and restructuring opportunities.
We are very proud to present to you the second Newsletter of the GMAP Maritime and Offshore Forum.
The theme of this newsletter is “Clean Shipping”.
As you might be aware coming legislation concerning environmental issues will have a major impact on
the shipping industry. More about these regulations in this newsletter and also some examples of
partnerships and acquisitions as a result of clean shipping. And of course you will find an overview of the
developments of the main segments in the maritime and offshore industry and the M&A activities.
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KEY TAKEAWAYS FROM THE NEWSLETTER
The global shipping industry witnessed a lot of ups and downs last year. The industry has been facing
various challenges such as the bankruptcy of Hanjin Shipping (South Korea’s biggest container carrier
and the world’s seventh-largest), financial pressures, overcapacity and consolidations.
The shipping industry accounts for 3% of greenhouse gas emissions. More than 90% of the world’s traded
goods travel by sea, and hence, it has a major environmental impact. Marine pollution-related
environment legislation being brought about by the International Maritime Organization (IMO) will
dynamically change the shipping industry. The industry will witness two key marine pollution-related
regulations – new standards for sulphur content (effective by 2020) and Ballast Water Treatment (effective
from September 2017).
The introduction of ballast water convention will prompt most vessels to install an onboard system to treat
ballast water and eliminate unwanted organisms. This effectively means that ship owners and operators
will have to inject massive investments to comply with new environmental regulations. It also opens a new
market and makes room for innovations for the supplying industry. The regulation concerning the sulphur
emission will also have an enormous influence on investments and management of vessels. The IMO
states the emission has to be reduced from current levels of 3.5% to 0.5% in 2020. Since vessels will
have to change fuel (from heavy fuel oil to medium or light ones), engines must be adapted or changed for
other fuels, or scrubbers (maritime catalytic converters) need to be installed. It is not only the maritime
industry that will cope with enormous investments, even other connected industries will also follow suit.
For instance, refineries producing heavy fuel oil have to change their production and processes for less
heavy fuels; LNG is an upcoming fuel but it requires major investments in LNG-supply-infrastructure.
The financial crisis over the past few years has hugely impacted the shipping industry. Faced with harsh
winds, many shipping companies are now setting their sails towards the changing trends in the global
shipping industry in 2017. The global GDP growth is currently driven by service sectors and
developing/emerging economies, which result in a lower “GDP-to-trade multiplier”, and thus generate a
lower level of shipping demand than we have been accustomed to in the past.
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GLOBAL MARITIME & OFFSHORE INDUSTRY
Overview
The shipping industry is closely tied to global macroeconomic variables, especially world GDP and
international trade. This is due to the nature of transporting raw materials. Rising international trade,
driven by increasing globalisation and interdependence of economies, have effectively meant that
international shipping has benefited from the growth in global output.
The industry has its work cut out in 2017 as the International Monetary Fund (IMF) has forecasted the
lowest level of global GDP growth since 2009. 2017 will see another year of die-hard competition, which
now includes tankers. In 2016, the container shipping industry bit the bullet in terms of demolition and
consolidation to help the market to recover. The dry bulk sector needs to replicate that approach.

Source: BIMCO, Baltic Exchange and Shanghai Shipping Exchange

Dry-Bulk sector
The dry bulk market is replete with overcapacity but we have reasons to be optimistic over the long-term.
The dry bulk capacity growth is decelerating significantly. According to a study, the fleet capacity (in
deadweight tonnes) is expected to grow by only 1.8% in 2017. Orders for newbuildings have virtually dried
up and scrapping activity is at decent levels. Demand growth is expected to be 2.1% but it could be
stronger depending on the strength of Chinese imports.
Trump’s plans to spend $1tn on infrastructure projects over the next five years and China’s One Belt, One
Road initiative, which already includes investment in projects worth nearly $1tn (in 60 countries) with more
to come, is likely to drive demand for construction materials.
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Tanker Shipping
After increasing 7.2% in 2009, 3.9% in 2010, 5.8% in 2011, and 4.0% in 2012, the worst of the supply
increases has already passed as 2015 fleet growth was only 1.3%. Going forward, a modest amount of
the order book is expected to be completely cancelled (3-5%), with another 15-25% delayed, for total
slippage of 14-20%. In terms of scrapping, a total scrapping of approximately 7-8 million DWT is
forecasted in 2017-2019. Based on these assumptions, analysts expect the tanker fleet to grow 5.9% in
2017, 3.3% in 2018, and decline 0.5% in 2019.

Container Shipping
Given the recent fleet growth, backed by general optimism and a move to larger vessels, the industry is
facing considerable overcapacity with virtually no profitability. The order book has shrunk, while scrapping
has picked up. Deliveries will still add 4% to the fleet in 2017 and less in 2018 and beyond; so the balance
is fragile. To top it all, there is significant carrier rationalisation going on. The top five carriers will control
over 50% of global capacity by 2018-end, which should pave the way for more capacity discipline in the
industry over a period of time, but it cannot be sustained for long.

With largely muted growth outlook for global trade, supply would be a key determinant of a
potential recovery – Dry bulk is relatively better positioned

Source: HSBC Research Report dated Dec-16

Offshore Supply Vessel
The demand in the global oil & gas Offshore Supply Vessel (OSV) market has declined at an average of
10% annually since 2014 and will continue to fall approximately at this same rate through 2017. Despite a
significant decline in operator demand for offshore supply vessels, such as Platform Supply Vessels
(PSV) and Anchor Handling Tug Supply Vessels (AHTS), the global OSV fleet continues to grow. This
growth comes as a result of excessive new OSV orders placed during several years of growth before the
oil & gas industry went into decline. As a result, we expect overall utilisation of these vessels to stay below
60% through 2020, which is extremely low. Although OSV demand is expected to increase from 2018, this
will not result in improved market terms, which along with day rates will not recover until after 2020. The
OSV market has more than 400 managers, and is ripe for consolidation, although consolidation alone will
not solve the capacity problem.
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There has been a substantial cut on capital expenditure budgets since the onset of the oil price collapse.
Capital expenditure budgets for 2016 were lower by 37% on an aggregate across oil majors (Shell, BP,
ExxonMobil, Chevron, Conoco, Total, Statoil and Eni) as compared to the 2014 figure, and further cuts
have been announced for 2017 and 2018. Global oil & gas capital expenditure is expected to drop 20-25%
in 2016, after declining by about 17% in 2015. National oil companies (NOCs) are not exempt from this
trend either.
Meanwhile, there are some bright spots, such as renewables and decommissioning. China announced its
plan in January 2017 to invest c. $361bn in renewable energy projects by 2020, in areas such as wind,
hydro, solar and nuclear energy in order to reduce its dependence on coal. This investment, part of the
country’s 13th five-year plan for renewable energy, is expected to generate adequate energy to meet half
of the country’s electricity consumption by 2020. The increased North Sea decommissioning activity could
also create more opportunities, especially in the subsea sector. Shell’s Brent Field decommissioning
proposals for four rigs and the extensive pipeline network should take around 10 years to complete.

Cruise Line
The global cruise industry is expected to have an annual passenger compound annual growth rate of
6.6% over 1990-2019. Growth strategies to date have been driven by larger capacity new builds and ship
diversification, more local ports, more destinations and new on-board/on-shore activities that match
demands of consumers. The industry is also expanding rapidly internationally. The supply side is
expected to witness an addition of 97 ships with new capacity of 230,788 during 2017-2026 and an
investment of €6.3bn. The growth in the Cruise Line segment is expected to be led by the growing
popularity of cruise travel among youth, preference for travel agents to arrange the cruise tours,
increasing number of private islands on cruise itineraries and rising demand for ocean and expedition
cruises.

Ports / Terminals
Transhipment port throughput growth appears to have peaked in 2008 at 28% of total port throughput.
Since then, transshipment throughput growth has largely underperformed or, at best, grown in line with
O&D ports’ growth as port infrastructure in emerging world improved, although bigger vessels remain a
positive driver. Shipping lines are also rationalizing their transshipment calls with a view to lower their
terminal and handling charges. With freight rates remaining unprofitable, shipping lines have turned away
many of the unprofitable cargoes, which involved a transshipment leg. With consolidation and the
formation of new alliances, shipping lines could change their choice of hub ports, and this could also affect
the growth of key transshipment hubs. For instance, with the formation of the Ocean Alliance and the
pending acquisition of UASC by Hapag Lloyd (which calls on Singapore port), Westports has lost five
weekly services in the Asia-Europe route to the competing Singapore port. Also, easing network
operations, concentrating services in a single hub also brings cost advantages to shipping lines in the
form of volume discounts and stronger bargaining power when negotiating rates with port operators.
In terms of port throughput, South East Asia (SEA) is the third-largest region in the world after Far East
(China, Hong Kong and other North East Asia) and Europe (South and North) in 2016. SEA accounts for
approximately 14% of global container port throughput. During 2006-16, SEA ports’ container throughput
grew at a CAGR of 5% in line with global port throughput growth, making it one of the fastest-growing
regions in the world, led by increased transhipment volumes.
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Port throughput growth by region (% CAGR 2006-16)

Source: Alphaliner

Global port throughput by region (2016)

Source: Alphaliner
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OUTLOOK
The global shipping industry will continue to face headwinds even in the current quarter. The global
economy is gripped by uncertainty, with a new administration taking over in the US. Europe is still
experiencing weak growth, and the economic activity in China not showing signs of picking up sharply. To
top it all, the international trade faces a rise in protectionist rhetoric, with events such as Brexit restricting
the free movement of goods, services, and capital.
In the tanker business companies are wary of a probable fall in oil demand in the wake of rising oil prices.
Brent prices have more than doubled since the low of January 2016, with a proposed cut in supplies by
the Organization of Petroleum Exporting Countries (OPEC) and non-OPEC countries likely to keep prices
elevated in the near term. As prices rise, demand for offshore tankers will decline, as will the drive to
increase strategic reserves.
Nevertheless, it would be wrong to suggest that the shipping industry is staring at a difficult road ahead.
Metal prices are firming up: Copper is up more than 23% since the end of 2015. The fiscal stimulus
focusing on infrastructure and investment in China and Japan is likely to aid demand for metals. Most
importantly, the shipping industry can draw comfort from an expected rise in international trade growth in
the near term. For example, the IMF expects growth in global exports volumes to rise to 3.5% in 2017
from an estimated 2.2% last year.
Other factors such as the flow of US oil into the global market, which would prevent demand from faltering
even if crude oil prices increase, are likely to contribute in pushing up demand for shipping products. With
Iran entering the fray after years of sanctions, supply is likely to increase. Finally, with key emerging
markets and Japan searching for fuels cleaner than coal, natural gas has witnessed an upsurge in
demand.

HOW CLEAN SHIPPING IS CHANGING THE GLOBAL
MARITIME & OFFSHORE INDUSTRY?
The shipping industry is responsible for 3% of greenhouse gas emissions. It has traditionally used cheap,
polluting fuel, but new standards in the industry are forcing it to clean up its act. Shipping is by far the
world’s most efficient form of transport but, because more than 90% of the world’s traded goods travel by
sea, it still has a major environmental impact. There still remains a need to mitigate the adverse effects
that vessels and carriers have on the environment.
The shipping industry’s contribution to global pollution is considerable as ship engines are powered by
heavy fuel oil, the most polluting form of the fuel. One ship emits the equivalent of 50 million cars’ worth of
sulphur dioxide (SO2) emissions and just 15 ships emit the equivalent SO2 emissions of every car in the
world. As a result, the shipping industry is increasingly aware of the need to act. There have been a lot of
changes in the industry over the past eight to 10 years, particularly in relation to regulations. Therefore, in
order to ensure cleaner coastal air and reduce ecological damage from shipping, shipowners can
implement adequate measures in the fields of ship scrapping, controlling emissions and improving port
management.
In this context, two key environmental regulations adopted in 2016 could impact the cost structure of
shipping lines and potentially lead to higher scrapping over the near term. The first one being the Ballast
Water convention (to come into effect from September 2017), which requires capex in expensive
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treatment systems, the cost of which has to be borne entirely by vessel owners. The second is related to a
lower cap on sulphur emissions (to come into effect from 2020). It extends the existing restrictions from
select emission control areas to the rest of the world. However, there is uncertainty in the actual
implementation and enforcement of such international regulations.
Maritime environment legislation timeline

Source: Wärtsilä

Ballast Water Convention
Since the introduction of steel-hulled vessels around 120 years ago, water has been used as ballast to
stabilise vessels at sea. Ballast water is pumped in to maintain safe operating conditions throughout a
voyage. This practice reduces stress on the hull, provides transverse stability, and improves propulsion &
manoeuvrability. It compensates for weight changes in various cargo load levels. Ballast water is
important for safe and efficient operation of vessels. However, it also leads to a variety of marine
organisms being transported from one environment to another. More than 50,000 merchant ships are
trading internationally; approximately 3-5 billion tons of ballast water per year is being transferred globally
by ships. The shipping industry considers invasive aquatic species in ship’s ballast water as one of its
biggest problems. These aquatic species pose a huge threat to the marine ecosystem resulting in an
increase in bio-invasion at an alarming rate. Some of the examples where new animals and plants are
introduced through ballast water intake and disposal include:


The introduction of the European zebra mussel into the North American lakes, caused damage worth
billions of dollars due to fouling



A comb jelly into the Black Sea, caused the near extinction of anchovy and sprat fisheries



The bloom forming algae Gymnodimium, which caused paralytic shellfish poisoning, was introduced
into Australian waters from Japan

The IMO has been at the front of international efforts by taking the lead in addressing the transfer of
Invasive Aquatic Species (IAS) through shipping. In 2004, the IMO Member States had adopted the
International Convention for the Control and Management of Ships' Ballast Water and Sediments (BWM
Convention). The convention, which will enter into force on 8 September 2017, will require all ships in
international trade to manage their ballast water and sediments to certain standards, according to a shipspecific ballast water management plan. All ships will also have to carry a ballast water record book and
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an international Ballast Water Management Certificate. Most ships will need to install an onboard system
to treat ballast water and eliminate unwanted organisms.
Transfer of invasive species by ships’ ballast water

Source: IMO GloBallast Program

Shipping companies have been voicing their concern over expensive new treatment equipment they are
required to install. Even if this equipment has been type-approved in accordance with IMO guidelines it
may not be regarded as fully compliant by some governments.
Besides, shipowners will face many other challenges before they install their ballast water management
system (BWMS), complying with IMO regulations.
Market Overview
Ballast Water Treatment Market
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Source: MarketsandMarkets

According to Clarksons Research:


BWM Convention will require 30,000 ships to eventually be fitted with ballast water treatment systems
(BWTS)
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3,500 ships have installed BWTS to-date, with 34% of this made up from bulkers and 19% from
tankers



Bulk carriers and tankers account for nearly half of the estimated BWMS retrofit demand, with over
80% of the current tanker fleet and about 65% of the bulker fleet needing the upgrade



Currently, Ultraviolet irradiation (UV)-based BWTS has seen a huge uptake, accounting for 37% of
systems installed or on order today, while electrochlorination-based treatment systems are the second
most popular

Technology Overview and System Disadvantages
The main types of ballast water treatment technologies available in the market are:





Filtration: Physical separation or filtrations systems are used to separate marine organisms and
suspended solid materials from the ballast water using sedimentation or surface filtration systems
Electro chlorination (EC): Oxidizing biocides are general disinfectants such as chlorine used to
inactivate organisms in the ballast water
Ultra violet (UV): Ultraviolet ballast water treatment method consists of UV lamps which surround
a chamber through which the ballast water is allowed to pass
Ozone: Ozone gas is bubbled into the ballast water using an ozone generator. The ozone gas
decomposes and reacts with other chemicals to kill organisms in the water

However, there are certain disadvantages of the system:


Filters get blocked and ballast flow rates fall, causing delay and affecting power requirements



The size and shape of planktonic organisms varies widely and many smaller ones pass through
filters, typically of 40 microns, into ships’ ballast tanks



EC systems use sodium hypochlorite but regulations restrict the dosage level to less than 12 ppm
to avoid damage to coatings



UV treatment relies on effective transmission through water and this is sharply reduced by
sediment (in waters of high turbidity with many particles in suspension, UV efficacy can be
reduced by more than a third)



Ozone can only be used in low concentrations and has been shown to be effective at killing
microscopic organisms but not larger ones

Challenges to the Ballast Water Management System (BWMS) Implementation
There is strong support for the Ballast Water Management Convention, given the damage caused to the
environment but the cost of compliance to shipowners will be very high. A ballast water treatment system
can cost anywhere between $500,000 and $5mn. There will be ancillary costs, including developing a
ballast water management plan, dry docking and installation.
Over 50,000 ships are to be retrofitted with ballast water treatments systems in the next five years. The
estimated market from these treatment systems alone is around $50bn.
Broadly, the challenges related to BWMS implementation can be classified under two categories –
‘Enforcement & Compliance’ and ‘Operational & Installation’ challenges.
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Once BWM convention comes into effect from 8 September 2017, it will require all ocean-going vessels to
install a new ballast water treatment system in order to renew the International Oil Pollution Prevention
(IOPP) certificate, which is valid for 5 years. This means that each company would have to spend an
additional $0.4-1.5mn for each vessel from 2017-2021, depending on the size, in addition to the cost of
the next dry dock.
The cost of ballast water treatment system could be 3-6% of the current value of the fleet depending on
the vessel size and age.

Source: Morgan Stanley Research estimates

Consequences of implementation of BWMS
New legislation / measures concerning ballast water management will have a positive effect on innovation,
but shipowners are obliged to invest.
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Sulphur Emission Control
A continued increase in international marine transport without any significant gains in energy efficiency
may result in shipping being responsible for 6% of the world’s GHG emissions by 2020 and 15% by 2050.
The second IMO regulation that is expected to impact the shipping industry is the new emission control
standards that are expected to come into effect in January 2020.

Source: IEA, IPCCC, Kepler Cheuvreux

Source: IMA (BAU scenarios), Kepler Cheuvreux

The IMO’s Marine Environment Protection Committee (MEPC) has taken the decision to implement a
global sulphur limit of 0.50% m/m (mass/mass) by 2020 – a significant cut from the 3.5% m/m global limit
currently in place. It demonstrates a clear commitment by the IMO to ensure shipping meets its
environmental obligations. While the implementation is still four years away, it could impact the residual
life calculations of shipowners and influence scrapping decisions, at least for the older vessels.
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The sulphur emission cap will have significant effects on shipping costs. Calculations of the OECD show
that the shipping costs could increase between 20% and 85%, depending on the assumptions regarding
speed, fuel price and ship size. The relatively large margin is largely due to the uncertainty surrounding
the availability of low-sulphur ship fuel. The 2020 requirements could add annual total costs in the range
of $5-30bn for the container shipping industry.
Options to comply with the Sulphur regulations
There are three main compliance options for shipowners with the sulphur emission regulations.
Solution

Marine Diesel
(low sulphur fuel)

Timeline

Issues and challenges

Short term






Scrubbers
(exhaust gas
cleaning system)

Medium
term












Liquefied Natural
Gas enabled ships

Very long
term






More expensive compared to bunkers
Technical issues such as maintaining viscosity and temperature
Fuel switch operations and procedures (incidents of vessel power
blackouts, engine failures)
Availability of sufficient supplies as it competes with use of
distillates for land based transportation and heating requirements
High investment and expensive retrofits
Lack of technical maturity and experience
No legal standards for open loop scrubbers
The investment costs range from €2-8mn per ship, depending on
the ship type, scrubber type and new build/retrofit
Operation of scrubbers increases fuel consumption, estimated to
be around 1-3%
Lack of adequate safety standards and regulations
Lack of LNG supply chain and infrastructure
Lack of experience in LNG fuelled container shipping operations
Significant investments in new builds and even for retrofits
LNG tanks aboard the ships may take up more space at the cost
of container storage space
Some sources show that investment costs for new build vessels
are estimated to be €4-6mn
Carr and Corbett (2015) estimates that the LNG conversion of a
19 000 tonnes Great Lakes bulk carrier would cost $24mn
Conversion costs of Panamax and Post-Panamax container
vessels would be larger considering that they have larger engines
Considering these costs, LNG retrofitting does not seem to be
cost-competitive compared to open-loop scrubbing or fuel
switching due to high initial capital costs

While the fuel costs can be largely passed on to customers, newer fuel efficient vessels will have an edge
over older vessels which may be relegated to scrapping. Also the vessel speeds may remain low or
decline further due to potential higher costs of Marine Diesel Oil (MDO).
The above mentioned regulations increase the financial burden of compliance in the form of additional
operating costs and capex. However, the inspection and enforcement are not adequate, which creates
divergence in the cost base of those complying fairly and those evading compliance. For instance, around
10,000 vessels transit the sea between Denmark and Norway, an emission controlled area requiring
emissions of less than 0.1% of sulphur. However, only two vessels were inspected for fuel cleanliness last
year.
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Other compliance options
Some other compliance options to reduce sulphur emissions are discussed below:



Using electric / hybrid propulsion
Methanol
− It has almost the same molecular structure and properties as natural gas
− Methanol can also be used for ships through modification of existing engines and fuel systems
− There are high investment costs involved



Nuclear marine propulsion is the propulsion of a ship or submarine with heat provided by a nuclear
power plant
− Nuclear energy so far has mostly been used for naval warships, submarines and ice-breakers
− Nuclear-fueled ships operate for years without refueling, and the vessels have powerful engines,
well-suited to the task of icebreaking
− Nuclear-powered, civil merchant ships have not developed beyond a few experimental ships



Other compliance options include renewable energy sources such as wind energy and solar energy

Cost of switching to a global sulphur limit of 0.50% m/m
Taking the Ensys estimate of global switching cost out of High Sulphur Fuel Oil (HSFO) into 195 million mt
of marine distillates or other 0.5% fuel is only $5.9bn (excluding the cost of scrubber installations for those
ships sticking to 3.5% and not switching)
This is based on an extremely conservative estimate of a $30/mt premium for 0.5% blend over standard
3.5% fuel oil, and assuming all ships can access this type of blend, rather than resorting to Marine Gas Oil
(MGO).
But a look at the reality reveals that the premium of MGO over 380 CST 3.5% bunker fuel in Rotterdam
has averaged $270/mt over the last five years. As an uppercase assumption, a 195 million mt switch
purely to MGO to meet the sulphur cap would therefore cost the shipping industry an additional $52.6bn
annually.

Source: Morgan Stanley Research
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Consequences of implementation of Sulphur emission limits
New legislation / measures concerning sulphur emission restrictions cause major investment needs in
several industries.

Conclusion
While the ballast water treatment regulations will simply require additional capex, the new low sulphur IMO
regulations will increase charter rate discrepancies, ultimately favouring younger and more fuel efficient
ships. Without the installation of scrubbers, vessels would have to burn expensive low sulphur fuel, which
would also increase demand for middle distillates driving their prices even higher. As a result, vessels with
lower fuel consumption (eg. modern Japanese ships) would enjoy considerable advantage versus heavy
burners (eg. older Chinese ships). This is expected to reduce vessel speeds globally as vessel owners
look to optimise fuel efficiency. The vast impact of slow steaming fleet would also help the supply-demand
balance as more ship demand would be needed than at normal speeds.

KEY PARTNERSHIPS & ACQUISITIONS IN CLEAN SHIPPING
Battery power for Chinese port
In Apr’17, Corvus Energy announced plans to provide Orca Energy lithium-ion Energy Storage Systems
(ESS) for four hybrid RTGs at Changshu Port in China. The Energy storage systems provide fuel savings
up to 65% with reduced greenhouse gas emissions and lower noise levels.
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Hybrid technology for NY terminals
In Apr’17, Port Authority of New York and New Jersey announced plans to retrofit with auto stop-start
hybrid technology, two container terminal facilities in GCT New York and APM terminals, at a cost of up to
$144k, with the aim of minimizing greenhouse gas emissions by around 25.0%.

EIB and ABN Amro to support green shipping in Europe
In Apr’17, EIB and ABN Amro announced their plan to sign an agreement to support investments for
greening the shipping fleet in Europe. This €150mn framework would ensure that the promoters of
sustainable projects in the maritime transport sector can benefit from favorable financial terms as a result
of EIB’s AAA rating.

Wärtsilä entered into partnership with shipyards on BWMS retrofitting
In Apr’17, Wärtsilä, a Finnish engineering company, announced that it has started working with a number
of major shipyards in an effort to ease the retrofitting process of BWMS. The company inked the latest
contract with Singapore-based Keppel Shipyard Ltd (KSL).

Maersk Line and EQUATE inked an agreement to cut CO2 emission in shipping
In Feb’17, Maersk Line, a Danish shipping giant, and EQUATE Petrochemical Company have signed a
partnership agreement to decrease CO2 emissions in ocean transportation. The agreement aims to
reduce EQUATE’s CO2 emissions per container transported with Maersk Line by 15% from 2017 to 2020.

Hyundai and KSS Line signed a green ship deal
In Feb’17, Hyundai Heavy Industries’ (HHI) subsidiary – Hyundai Global Services (HGS) – a marine
services provider, signed an MoU for an eco-friendly ship business with Korean shipping company KSS
Line. Under the terms of the deal, the two companies would join forces to retrofit the medium-sized
Liquefied Petroleum Gas (LPG) carriers owned by KSS Line with an exhaust gas cleaning system. HHI
forecasts that more than 15,000 ships will have the systems onboard by 2020.
Additionally, HGS also inked a strategic partnership with Sweden-based Alfa Laval for retrofitting ballast
water treatment systems.

CMA CGM, Total entered into a partnership related to lower emission marine fuel
In Feb’17, CMA CGM, a French container shipping major, and Total have signed a three-year MoU. Under
the terms of the MoU, Total will supply lower emission fuels to CMA CGM and become CMA CGM’s
multifuel supplier providing fuel oil with sulphur content of 0.5% and 3.5% for ships equipped with exhaust
gas cleaning systems. These systems reduce polluting emissions before they are released into the
atmosphere, and LNG which offers advantages such as reduction of CO2 emissions, elimination of
sulphur oxide (SOx) emissions, decrease of nitrogen oxides (NOx) and particulate matters.
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Damen / MariFlex cooperation will take mobile treatment to all Dutch ports
In Jan’17, Mariflex signed an agreement with Damen for the operation of its first two ballast water
systems. The IMO-approved Damen InvaSave is the world’s first external ballast water treatment unit
designed primarily for use in ports. In May’17, the units premiered at the harbour of Delfzijl and
Eemshaven, The Netherlands. MariFlex also plans to have a second unit operational in Rotterdam ahead
of the September implementation of the IMO Ballast Water Management Convention and further on to the
Dutch ports of Amsterdam, Zeeland Seaports and Den Helder.

Wärtsilä and Gasum signed an agreement to jointly develop LNG markets
In Aug’16, Wärtsilä and its compatriot gas company Gasum signed a joint cooperation agreement aimed
at developing the use, distribution, and service solutions for natural gas in marine applications. The project
will be divided into work streams, covering areas such as Smart Power Generation, LNG and liquefied
biogas (LBG), gas as a marine fuel, operations & maintenance, and biogas

ABS signed a partnership agreement to develop LNG-fueled dry bulker
In Jun’16, classification society ABS joined forces with Arista Shipping, Deltamarin, Technigaz (GTT) and
Wärtsila in the ‘Project Forward’ Joint Development Program (JDP) to develop a dry bulk carrier concept
that employs LNG as fuel.
Project Forward is led by Athens-based Arista Shipping. It began in May 2015 with the aim of developing
a commercially feasible LNG-powered dry bulk carrier design capable of complying with the IMO’s Energy
Efficiency Design Index 2025 standards, as well as with all relevant emission reduction regulations.

M&A ACTIVITY IN THE MARITIME & OFFSHORE INDUSTRY
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Source: Merger Market

The recent quarter witnessed a decrease in the number of transactions as well as in deal value. The deal
value witnessed a decrease of about 24% q-o-q because of many small ticket deals and the number of
deals also fell by about 24% q-o-q. Q1’17 saw some major transactions, the key among them being the
acquisition of Farstad Shipping by Solstad Offshore for €1.1bn and acquisition of Deep Sea Supply Plc by
Solstad Offshore for a total consideration of €575mn. Golden Ocean Group Limited also acquired
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Quintana Shipping Ltd for €340mn. Asia and Europe were the key geographies for M&A activity during the
quarter.

SELECTED M&A TRANSACTIONS IN Q1’17
Announced
Date
Target

Country
Code Buyer
PH

Country
Code

Deal
Value
(€mn)

EV
(€mn)

PH

117

117

31-Mar-17

Negros Navigation Company Inc (34.5% Stake)

30-Mar-17

PS Navi

24-Mar-17

Deep Sea Supply

NO

SM Investments Corporation
Kohlberg Kravis Roberts & Co; BPER Banca;
Intesa Sanpaolo; Banca Carige; UniCredit
Group
Solstad Offshore

24-Mar-17

Farstad Shipping

NO

Solstad Offshore

14-Mar-17

Hemen Holding Limited (two ice class Panamax vessels)

CY

Golden Ocean Group

BM;NO

14-Mar-17

Quintana Shipping

GR

Golden Ocean Group

BM;NO

14-Mar-17

Taipanco Sdn Bhd

MY

Transocean Holdings

MY

28-Feb-17

Shanghai Huayou International Freight Forwarding (66% Stake)

CN

FSK L&S Co., Ltd.

22-Feb-17

Lotte Global Logistics (17.76% Stake)

KR

Pavilion Private Equity

22-Feb-17

Gruppo Investimenti Portuali (95% Stake)

16-Feb-17

Hanjin Pacific Corporation

KR

2-Feb-17

Livorno Terminal Marittimo

IT

2-Feb-17

Fusion Logistics

US

31-Jan-17

Penta Tanks Terminals

20-Jan-17

IT

EV/
Rev(x) EBITDA (x)
-

-

IT;US

7

7

-

NO

575

575

13.0x

-

NO

1,069

1,069

3.6x

19.0x

42

42

-

-

340

340

-

-

30

30

-

-

KR

7

7

-

-

KR

103

748

-

-

UK;FR

200

200

-

-

KR

12

12

-

-

IT

9

9

-

-

Worldwide Express Global Logistics

US

93

93

0.6x

-

PE

Pure Biofuels del Peru

PE

6

6

-

-

Ulusoy Denizcilik

TR

U.N. Ro-Ro Isletmeleri

TR

215

215

-

-

19-Jan-17

Orkim Sdn Bhd (95.5% Stake)

MY

UMW Oil & Gas

MY

100

100

-

-

19-Jan-17

Icon Offshore Berhad

MY

UMW Oil & Gas Corp. Bhd

MY

262

262

-

-

17-Jan-17

Seaway Heavy Lifting (50% Stake)

NL

Subsea 7 Inc

UK;NO

262

262

-

-

12-Jan-17

Pusan Newport International Terminal (40% Stake)
Mean
Median

KR

Undisclosed bidder

-

91

91

5.7x
3.6x

19.0x
19.0x

IT

Infracapital Partners; InfraVia Capital Partners
Hyundai Merchant Marine
Moby

Source: Merger Market
NOTE: MAJOR TRANSACTIONS WITH DEAL VALUE CONSIDERED

Share Price Performance
(% Change)

Dry Bulk

Containers

Tankers

LNG

OSV

Cruises

Ports

3Y

(29.2%)

19.8%

(26.3%)

(33.2%)

(63.5%)

118.4%

49.2%

1Y

56.7%

43.2%

(21.5%)

34.0%

(10.7%)

28.1%

29.0%

6m

21.8%

26.2%

(4.1%)

(1.3%)

(1.4%)

23.4%

14.1%
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4

5

6

7

Source: FactSet as of 15-May-2017
Notes:
1.

Includes Pacific Basin Shipping, Star Bulk Carriers and Great Eastern Shipping

2.

Includes A.P. Moller – Maersk, Evergreen Marine, Cosco Shipping and Orient Overseas

3.

Includes Frontline, Euronav and Tsakos Energy Navigation

4.

Includes GasLog, Teekay LNG Partners and Golar LNG

5.

Includes Bourbon, Tidewater, GulfMark Offshore and SEACOR Holdings

6.

Includes Royal Caribbean Cruises, Carnival Corp and Norwegian Cruise Line Holdings

7.

Includes DP World, China Merchants Port Holdings, Adani Ports & SEZ, Dalian Port, International Container Terminal Services

Over the last three years, cruise liners have increasingly outperformed the other sectors in the maritime
industry. Three key players – Royal Caribbean Cruises, Carnival Corp and Norwegian Cruise Line
Holdings have been supporting triple digit advances since 2014. This growth in the performance is not
only driven by the general loosening of the family budget and an increase in consumer spending, but also
by a significant decrease in oil prices, which make up a large chunk of the expenses of cruise line
operators. Within the container shipping segment, OOCL witnessed an increase of ~43.0% over the last
three years. The latest surge in company’s stock price was a result of speculations around its sale with
apparent consolidation happening in the container industry.
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Peer Analysis

Company Names
Dry bulk
Great Eastern Shipping
Pacific Basin Shipping
Star Bulk Carriers
Mean
Median
Containers
A.P. Moller - Maersk A/S
COSCO SHIPPING Holdings
Orient Overseas
Evergreen Marine
Mean
Median
Tankers
Euronav
Frontline
Tsakos Energy Navigation
Mean
Median
LNG
Golar LNG
Teekay LNG Partners
GasLog
Mean
Median
OSV
SEACOR Holdings
Bourbon
Tidewater
GulfMark Offshore
Mean
Median
Cruises
Carnival Corporation
Royal Caribbean Cruises
Norwegian Cruise Line Holdings
Mean
Median
Ports
DP World
China Merchants Port Holdings
Adani Ports & SEZ
Dalian Port
International Container Terminal
Mean
Median
Overall Mean
Overall Median

Country

Share
Price
(€)

% of
52Week
High

Market
Cap
(€m)

EV
(€m)

IN
HK
GR

6.07
0.17
7.37

89.5
71.3
60.2

924
671
465

1,147
1,096
1,075

2.7x
1.1x
5.3x
3.1x
2.7x

5.2x
21.5x
nm
13.4x
13.4x

1.1x
10.8x
50.6x
20.8x
10.8x

DK
CN
HK
TW

1,696.43
0.39
5.13
0.40

100.0
82.1
90.4
85.5

35,183
6,668
3,209
1,417

47,357
14,150
5,198
3,681

1.4x
1.4x
1.1x
1.1x
1.2x
1.2x

7.6x
nm
28.0x
nm
17.8x
17.8x

1.8x
nm
10.7x
nm
6.3x
6.3x

BE
BM
GR

7.24
5.81
4.29

75.6
64.5
73.8

1,145
987
362

1,996
2,044
211

3.5x
3.1x
0.5x
2.3x
3.1x

6.3x
6.6x
1.1x
4.7x
6.3x

2.7x
3.7x
8.0x
4.8x
3.7x

BM
BM
MC

25.45
15.53
12.62

93.6
84.6
76.9

2,572
1,236
1,016

3,728
3,380
4,013

nm
9.4x
9.0x
9.2x
9.2x

nm
13.0x
13.4x
13.2x
13.2x

nm
7.5x
8.0x
7.7x
7.7x

US
FR
US
US

58.55
10.30
0.63
0.13

81.3
81.4
9.8
2.8

1,028
782
30
3

1,705
2,474
1,352
487

2.3x
2.7x
2.4x
4.9x
3.1x
2.5x

22.0x
13.9x
nm
nm
17.9x
17.9x

7.0x
8.8x
nm
nm
7.9x
7.9x

US
US
US

55.48
98.48
46.91

95.6
98.6
91.6

41,568
21,181
10,690

48,535
29,164
16,290

3.2x
3.7x
3.6x
3.5x
3.6x

11.2x
11.6x
13.6x
12.1x
11.6x

1.9x
3.1x
4.7x
3.2x
3.1x

AE
HK
IN
CN
PH

20.39
2.54
5.05
0.16
1.79

98.1
91.5
97.7
82.7
100.0

16,927
6,679
10,451
3,838
3,632

24,354
11,796
12,808
4,206
5,960

6.4x
12.7x
11.8x
2.4x
5.4x
7.7x
6.4x

13.0x
28.2x
18.1x
19.5x
12.0x
18.2x
18.1x

3.2x
9.9x
4.0x
0.9x
4.4x
4.5x
4.0x

4.2x
3.2x

14.0x
13.0x

7.6x
4.6x

LTM
Enterprise Value/
Rev(x) EBITDA (x)

Net
Debt/
EBITDA
(x)

Source: FactSet as on 15-May-2017
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RECENT DEVELOPMENTS OF KEY PLAYERS
COSCO Shipping to sell stake in shipyard assets
In May’17, COSCO Shipping International (Singapore) proposed the sale of 51% stake in its shipyard
assets for a price of CNY1.46bn ($211.5mn) to COSCO Shipping Heavy Industry. The decision to dispose
of assets was taken in an effort to centralize operations and management.
APSEZ and CMA Terminals formed a JV to operate Container Terminal at Mundra Port
In Apr’17, Adani Ports and Special Economic Zone, India’s leading port infrastructure and a part of the
Adani Group and CMA Terminals - part of the France-based CMA CGM group, operationalised the new
container terminal named Adani CMA Mundra Terminal Private Limited (ACMTPL).
CMPort sells share of CIMC to further focus on port core business
In Apr’17, China Merchants Port Holding Company agreed to sell the Group’s entire indirect interest in
China International Marine Containers (CIMC) to China Merchants Industry Holdings Company Limited
(CMIHCL) for €1.0bn. This is in accordance with the company’s plans to divest the non-core businesses
that do not complement with ports and port-related businesses of the Group.
CMPort acquires 60% share in Shantou SPG
In Apr’17, China Merchants Port Development, a subsidiary of China Merchants Port Holdings Company
Limited acquired 60% of the equity interest in SPG, to strengthen the layout in Southeast China.
Princess Cruises to pay $40mn for oil waste dumping
In Apr’17, US-based cruise line Princess Cruises, part of Carnival Corporation, was sentenced to pay a
$40mn penalty related to illegal dumping overboard of oil contaminated waste and falsification of official
logs in order to conceal the discharges.
German-French consortium acquired 67% stake in the port of Thessaloniki (ThPA)
In Apr’17, the consortium of Deutsche Invest Equity Partners GmbH, Belterra Investments Ltd and
Terminal Link SAS successfully acquired a 67% stake in the port of Thessaloniki, from the Greek state
privatisation fund Hellenic Republic Asset Development Fund (HRADF).
The acquisition is the result of the privatisation tender originally launched in April 2014, amidst HRADF’s
€50bn asset privatisation programme.
The new binding offer provides for the payment by the consortium of €231.9mn, while the total value of
the contract is €1.1bn and includes a mandatory investment of €180mn over the next 7 years.
The Port of Thessaloniki is one of the largest ports in Greece and constitutes one of the most important
ports in Southeast Europe. ThPA operates the port, which includes a container terminal, a cargo terminal,
oil & gas terminal and a passenger terminal. ThPA is listed on the Athens Stock Exchange and has a
current market capitalisation of ~€200mn.
China based, COSCO acquired 40% of Vado Ligure Container Terminal and increased its stake in
Qindao Port
In Mar’17 COSCO, the Chinese shipping group, acquired 40% of Vado Ligure Container Terminal while
Qingdao Port International acquired 9.9% stake in the same. Maersk Shipping Group sold the stake via its
subsidiary – APM Terminals. The terminal is still under construction and will be operational by 2018-end.
In Jan’17 COSCO Shipping ports acquired 16.82% stake in Qingdao Port International (QPI). Shanghai
China Shipping Terminal Development – a subsidiary of COSCO Shipping Ports – will pay CNY5.8bn
($844mn) for the shares in QPI. COSCO has been extending its port network with several large global
deals in recent years.
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Marlink acquired Palantir
In Mar’17, Marlink acquired Palantir, a Norway-based maritime IT company specializing in remote IT
management solutions. In Sep’14, Marlink (formerly known as Astrium, a part of Airbus Defense and
Space) had entered into a strategic alliance with Palantir to deliver Vessel IT solutions and services for
maritime and offshore satellite communications.
Boskalis CEO Peter Berdowski is open for merger
Peter Bredoswski, Boskalis’ CEO, is open to the idea of merger with Dutch/Belgian dredging company.
Boskalis sees a lot of advantages in a merger, like cost synergies in fleet and crew. However, the three
most desired partners, Van Oord from the Netherlands and Jan de Nul and Deme from Belgium are not in
for a merger.
Golden Ocean acquired Quintana Shipping’s entire fleet
In Mar’17, Golden Ocean Group Ltd (GOGL), a Norway-based shipping company that owns and operates
dry bulk vessels, agreed to acquire the entire dry bulk carrier fleet from Quintana Shipping Ltd, a Greecebased company engaged in the acquisition and operation of dry bulk vessels. As part of the acquisition,
Golden Ocean will acquire 14 bulk carriers of Quintana, apart from the two ice-class panamaxes from
Hemen Holding, Golden Ocean’s largest shareholder.
The vessel purchases from both Quintana and Hemen will be an all-share transaction that will see Golden
Ocean issue in aggregate 17.8 million consideration shares and assume debt of $285.2mn.
CMPort formed two Joint Ventures in connection with investment in the Djibouti International Free
Trade Zone
In Jan’17, China Merchants Port Holdings Company Limited (CMPort) announced that it has entered into
agreements regarding the formation of two JV companies, in connection with the proposed investment in
the Djibouti International Free Trade Zone (DIFTZ).
One of the JVs (Asset JV) will be formed for the purpose of investing and financing the development rights
to develop commercial and infrastructure projects within the DIFTZ. The other JV (O&M JV) is established
for the purpose of operating & managing certain commercial and infrastructure projects within the DIFTZ.
Star bulk announces the acquisition of two modern kamsarmax vessels
In Mar’17, Star Bulk Carriers Corp, a global shipping company focusing on the transportation of dry bulk
cargoes, signed definitive agreements to acquire two modern Kamsarmax drybulk carriers from an
unaffiliated third party for a total consideration of ~$30.3mn. Each vessel has a carrying capacity of 81,713
DWT.
The company also announced that it took delivery of the Newcastlemax vessel Star Virgo, from CSSC
(Hong Kong) Shipping Company Limited.
INTTRA acquires Avantida
In Mar’17, INTTRA, a US-based neutral electronic software platform and information provider, announced
the acquisition of Avantida, a Belgium-based technology provider that assists in optimizing the handling of
empty containers. The acquisition will accelerate the expansion of digital technologies in landside
container logistics and ocean shipping.
Norway’s biggest offshore oil industry service vessel (OSV) operators to merge and form OSV
giant
In Feb’17, Solstad Offshore ASA, Farstad Shipping ASA and Deep Sea Supply Plc have announced their
plans to merge and create one of the biggest fleets in the sector. The merger between Farstad, Solstad
and Deep Sea Supply will create a new entity named Solstad Farstad, which will have a combined fleet of
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154 ships, making it the biggest owner of large vessels in the supply, anchor handling and construction
support segments of the OSV market worldwide.
Subsea 7 acquires Seaway Heavy Lifting
In Jan’17, Subsea 7 SA, a UK-based company operating as a seabed-to-surface engineering,
construction and services contractor for the offshore oil & gas industry, agreed to acquire a 50% stake in
Seaway Heavy Lifting Holding Ltd (SHL), a Netherlands-based offshore contractor and operator of two
heavy lift vessels, from K&S Baltic Offshore (Cyprus) Limited, a Netherlands-based investment holding
company for a consideration of $279mn.
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Global M&A has a track-record with major players in the field of Maritime and Offshore
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Saga Corporate Finance
Key contact:
Ivan Alver
Senior Partner
Phone +47 21 04 23 00
Cell +47 90 84 04 56
Email: ivan@globalma.com

Nordic Corporate
Finance
Key contact:
Peter Sogaard
Phone +45 45 16 82 40
Cell +45 40 19 09 24
Email:
psogaard@globalma.com
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Key contact:
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Managing Partner
Phone +90 212 275 0175
Cell +90 532 236 3536
Email:
mbonfil@globalma.com
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Key contact:
Emmanuel Antmann
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Email:

eantmann@globalma.com
Address
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Oslo
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Key contact:
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Key contact:
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Netherlands

Key contact:
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Phone +52 55 5520 3144
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Email: prion@globalma.com
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Condere
Key contact:
Paulo Cury
Phone +55 11 2619 0060
Cell +55 11 98303 2772
Email: pcury@globalma.com
Address
Rua Tabapuã 100 12º
andar
Sao Paulo, SP,
04533-000
Brazil
Phone: +55 11 2619
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ABOUT Global M&A Partners
Established in 1999, Global M&A Partners is a partnership of independent investment
banking firms gathered together to offer to their respective client’s premium services for
their goals completion. Operating through over 200 M&A advisors, the company serves
sectors including Consumer Products, Business Services, Energy & Mining, Healthcare
& Pharmaceuticals, Industrials, Packaging, Leisure & Retail and IT. The company
operates in over 50 countries and has completed over 1,500 transactions with a
combined value in excess of €4.2bn over the last 5 years.
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