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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 niche players 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 five years. 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 network are 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 a specialized
Global M&A Maritime and Offshore Forum in 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 third Newsletter of the GMAP Maritime and Offshore Forum. The
theme of this newsletter is “Offshore”. Nobody has missed the fact that the offshore industry has been in
very disturbing times, and still is. The challenging industry conditions of recent years have been harsh for
the smaller companies. Meanwhile, can we consider the current oil price of about $ 55 to be the new
reality? Survivors are adjusting their assets and processes to this new reality and are pre-sorting to enjoy
the economies of scale and expected increased demand in the coming years.
More about the developments in this newsletter and also some examples of partnerships and acquisitions
in the offshore sector. 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.
As we would like to keep you updated on the changing offshore sector we are going to introduce a regular
update on this sector.
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KEY TAKEAWAYS FROM THE NEWSLETTER
The global shipping industry witnessed several challenges in 2016. The industry is going through major
structural changes and is currently in a state of transition with major shipping segments confronted by
overcapacity issues and low freight rates leading to significantly lowered second-hand values and limited
ship-owners incentives to contracting of new vessels.
However, Q2’17 has seen the industry moving towards revival. The quarter has witnessed consolidation &
formation of new alliances, which is expected to lead to future economies of scale for these companies. The
demand side has seen an improvement in some pockets led by increased energy demand and growing
consumption. The container charter market is seeing significant improvement with the owners of smaller
containerships witnessing higher demand and increases in daily hire rates as compared to the bigger charter
ships. There has been a recovery in oil prices and the prices are expected to move towards $55/bbl by the
end of 2017, with the possibility of reaching $75/bbl by 2019 as the oil market normalizes.
The offshore energy market has seen a modest recovery in demand in the past months and a greater
potential of growth is expected from 2019-2020. The world energy consumption is projected to increase by
28% by 2040 with renewables being the fastest-growing source of generation rising at an average of 2.8%
per year. The investments in renewable energy space are expected to further increase supported by the
regulatory requirements in regions that have binding national targets for increase in share of energy from
the renewables. Growing share of renewable energy is expected to drive the global offshore wind energy
market. The sector’s sustainability is governed by energy demand, offshore supply vessels, field
development, demand for renewables and regulatory requirements. However, high costs and supply chain
bottlenecks related to offshore wind energy projects are the major challenges for the market.
Additionally, the upstream investment is expected to increase by 6% by the end of 2017 as a result of both
increasing investment in US shale and rising demand from the Chinese national oil companies. However,
amidst all the recovery, the OSV market faces the problem of oversupply with 450 scheduled deliveries of
OSV in due 2017, in an already oversupplied market. The companies have also started active scrapping in
the sector and 210 ships being broken down in the quarter. Further, faced with the challenging conditions
for the past several months, there has been a trend towards consolidation in both the OSV and container
line segment.
Overall the growth outlook for the industry can be said to be cautiously optimistic. It has shown signs of
recovery in the quarter and can recover to old levels in the coming two years, led by stability in the oil prices,
increasing demand and growing shift to renewable resources. The success will also depend on how
determined shippers are to implement disciplined capacity management in the coming years. For the
European shipping companies, it remains to be seen how the changing political dynamics will affect the
growth prospects of the industry.
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GLOBAL MARITIME & OFFSHORE INDUSTRY
Overview

The Global shipping industry is directly influenced by international trends and global developments. The
past year has seen various global events such as election of Mr. Donald Trump as the US president,
withdrawal of Great Britain from the EU and China assuming a lead role in globalization and international
cooperation. These events have greatly impacted the global market environment and are likely to transform
international trade affairs going forward. The United States has long been a strong and predictable advocate
for liberal trade, and for more and better global trade rules. But the new administration is seeking a rollback
that promises to be deeply unsettling for global trade prospects.
The unpredictable direction of the global economy in the near term and the lack of clarity about actions of
the governments on monetary, fiscal and trade policies raises the risk that trade activity will be stifled.
According to WTO the global trade is expected to increase by 2.4% in 2017. Considering the uncertainty
about near-term economic and policy developments the growth figure for 2017 have been placed within a
range of 1.8% to 3.6%. However, in 2018, the WTO is forecasting trade growth between 2.1% and 4%.
Amidst the global policy changes and its impact on international trade, the shipping industry is undergoing
structural changes affecting almost all segments within the industry. Key trends in the global shipping
industry are ongoing technology advancements, increasing regulatory pressure, the changing geo-political
situation, slowing overall seaborne trade growth and general global economic uncertainties.

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 and expected to grow 4.9% y-o-y in 2017.
According to a study, the fleet capacity (in deadweight tonnes) is expected to grow by only 1.8% in 2017.
Orders for new buildings have virtually dried up and scrapping activity is at decent levels. Demand growth
seems to be strengthening as China’s combined imports of iron ore, coal and soybeans went up by 19.0%
(36.5Mts). Additionally, demand is expected to see a boost from major soya exporters including Brazil and
Argentina that normally increase exports in Q2.
The Baltic Dry Index, which tracks the cost of moving such products witnessed an increase of 70 points by
the end of June, compared to the beginning of the month. Thus, the signs of revival seem strong as the
investments and production increases to meet the increasing global demand
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Source: Crucial Perspective, Bloomberg and Clarkson

Tanker Shipping
A wave of new building tankers hitting the market over the course of the next few months is bound to exert
pressure on tanker freight rates, unless demand improves significantly and scrapings rise as well. According
to a statement by Frontline, the market will only begin to show improvement in 2018, when the pace of new
building deliveries slow and vessels are retired from the global fleet. All factors considered, there is a
cautious near-term view on the tanker market.
Q2’17 saw a total of 32 product tankers ordered. Overall, the accumulated ordering in tankers has been
15.0mn DWT in 2017, which is significantly more than in 2016. On the demolition side, BIMCO’s data
shows that a total of 1.3mn DWT of crude oil tanker capacity was sent to the scrap yards during the first
four months of 2017, heading to the expected demolished capacity of 9.0mn for the full year.

Source: BIMCO
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Container Shipping
During 2016, the container shipping market could have been summarized as an industry with lower
profitability delimited by poor market conditions leading to sustained lower freight rates partly offset by higher
volumes and lower unit costs related to lower bunker prices, higher utilization and cost efficiencies.
Q1’17 was initialized by bankruptcy of Hanjin Shipping in February 2017, making it the largest container
shipping bankruptcy in the 60-year history of containerization, with liabilities in excess of $6.0bn at the end
September 2016. However, amidst all the market turmoil, 2017 is expected to prove a stable year for the
container shipping industry primarily driven by an increase in freight rates, exceptionally strong demand
growth and higher annual contract rates seen in Q2’17. According to Drewery Shipping Consultants, the
container shipping industry is expected to generate an annual operating profit of around $1.5bn.
In 2017, 77 ships of 10,000-TEU and above are set to deliver, 25 of which are 18,000-TEU and above.
Further, in 2018 and beyond, 84 ships of 10,000-TEU and above are scheduled, 37 of which are of 18,000TEU and larger. The improving global demand for goods has resulted in a higher demand for global
transportation. Inventory re-stocking, improved US economic conditions and Chinese demand for raw
materials as well as for commodities such as food and beverage have helped prop up a sinking ocean
freight market plagued by overcapacity and unsustainable rates.
Another major trend which can be seen in the industry is a split in the market. The smaller container ship
owners having limited exposure to the volatile deep-sea east-west trades are enjoying increases in daily
hire rates and enquiries for time extensions. According to latest Alphaliner report, the container charter
market is witnessing brisk demand with an improving outlook. Smaller ships of 1,000-3,000TEU, which focus
on regional or feeder routes have been enjoying improving conditions, with steadily rising demand, a falling
supply and slowly improving charter rates.
However, even though rates have stabilized, there still remains an ocean freight overcapacity issue. The
market is expected to witness consolidation and the formation of new alliances is expected to drive the
market towards more stable state. In addition, a shipper or forwarder, despite being under contract with a
carrier may resell capacity back to the carrier or elsewhere at a higher rate than originally negotiated per
contract, thus holding the potential capacity hostage.

Offshore Supply Vessel
For OSV companies, the year is turning out be one of the toughest years with rising debt burdens, low
market demand and charter rates, and continuing oversupply. The rising debt burdens resulted in grave
financial pressure leading the industry towards increasing bankruptcy filings and distressed mergers.
The Brazilian market has remained subdued as the key driver Petrobras continues to deal with a corruption
scandal. In Southeast Asia, the downward trend in oil prices has put pressure on OSV firms, which led to
an unprecedented number of bankruptcy filings including Ezra Holdings, EMAS Chiyoda Subsea, Swiber,
and Perisai Petroleum Teknologi. Similarly, for North Sea operators to survive, they will have to withstand
a cash burn for the next few years as markets move towards recovery. The Middle East is the only region
where OSV demand is still holding steady because of favourable oil economics. Breakeven prices are
relatively low, national oil companies continue to dominate the region, and OPEC members remain
committed to maintaining oil production in line with market share have provided support to the region’s
offshore segment. However, the region has also not escaped downward pressure on rates as new contracts
have attracted tonnage that is driving rates down.
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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
€6.8bn has been estimated in 2017. 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. Passengers carried are increasing consistently. North America holds a dominant stake of 58% of
total passengers.
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Ports / Terminals
The cargo throughput at major ports around the world saw a y-o-y increase of 6.8%, significantly picking up
compared to the growth in Q2’16. The container throughput at major ports was up by 9.8% q-o-q. The
forecast 4.0% growth in global container terminal throughput in 2017 is expected to hold into 2018 on the
back of a strengthening global economic outlook led by the US and emerging markets. On a regional basis,
ports in Africa and Latin America showed the strongest growth over the course of the first quarter. In Africa,
throughput at ports handling more than 125,000 TEU annually rose by around 13.0% y-o-y, and throughput
at a sample of similar-sized ports in Latin America rose by close to 10.0%. Oceania and China port volumes
also grew above the global average in the Q1’17, but growth was more moderate in regions including
Southeast Asia, the Middle East, and South Asia.
But inspite of relatively good demand across most major regions, terminal operators expect pressure on
margins due to industry consolidation and ever-increasing vessel sizes. According to IHS Markit data, post
the lined-up mergers and acquisition, 7 carriers will control 70.0% of global fleet capacity.
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OFFSHORE ENERGY MARKET
Oil Service & Drilling

The offshore drilling industry, which contributes to
roughly one-third of global oil production, has reached
a bottom in utilization for both floaters and jackups.
As offshore drilling is typically more expensive oil than
onshore, the industry is expected to show only
modest demand growth in 2018, with greater potential
growth 2019-2020 onwards on the back of
improvement in oil prices. The oil prices are expected
to hover around $50/bbl range and slowly move
higher into 2019-2020.
Over the past several months floater and jackup
utilization (and rigs under contract) have remained
steady with a modest recovery in demand offsetting
rigs rolling off long-term contracts. There have been
pockets of regional demand growth in the North Sea,
S.E. Asia, etc. for brownfield development projects
and subsea tiebacks. 2018 is expected to continue to
show modest demand growth for development
projects. However, for the sector to truly tighten
exploration (or Greenfield) drilling would need to
return which would only begin to occur with oil prices
in the high-$50 to low-$60s. By 2020, significant
industry rig attrition is expected. Analysts expect
utilization for floaters and jackups to materially tighten
to the 75%-80% range from current levels of 55%60%.
The industry is in the early stages of bottoming after
sharp activity declines in 2014 through 2016 on the
collapse of oil prices from over $100/bbl in 2014 to its
bottom of $31/bbl in 2016. The floater (mid-water,
deep-water, ultra-deep water) rig count declined 50%
from its peak in Q3’14 to its recent low in Q2’17, while
the jack up rig count (shallow water) fell 30%. Both
the floater market and the jackup market have been
relatively stable since Q1’17, with incremental
demand offsetting rigs rolling-off of term contracts.
Over the past year, new contract awards have largely
offset the 34 floaters which have come off of longterm contracts. However, contracts have generally
been short-term in nature (3-6 month) versus the
multi-year contracts signed at the peak of the cycle.

GMAP IN THE OFFSHORE SECTOR
CONDERE EXCLUSIVELY ADVISES
SMARTCOAT ON THE SALE OF AN EQUITY
STAKE TO PRINER.
About the transaction
Condere is pleased to announce that Priner
Serviços Industriais has become a partner of
Smartcoat Engenharia em Revestimentos.
The transaction involved the acquisition of
the controlling interest in Smartcoat by Priner
and leads to significant synergies, with
concrete opportunities for business
expansion for both companies.
In this transaction, Condere advised
Smartcoat's shareholders throughout the
entire process, from the design of the
transaction to its negotiation and completion.
About Smartcoat
Smartcoat specializes in surface protection
and painting services for offshore platforms
and oil ships. The company is a leader in
providing offshore services and has
approximately 800 employees and projected
revenues of R$100 million for 2017. Its
projects are executed on the open sea and in
shipyards throughout Brazil, serving national
and multinational clients
About Priner
Priner was established as a business division
of Mills Estruturas e Serviços de Engenharia
and, in 2013, was sold to an investment fund
managed by Leblon Equities. With a
workforce of around 2,000 employees, Priner
provides services in the Petrochemical, Pulp
and Paper, Steel, Offshore, Naval and Mining
sectors. Its revenue in 2016 was around
R$200 million.
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Additionally, contracts have been generally at near break-even levels.
It is clear that utilization has begun to stabilize and demand recovering despite the recent volatility in oil
prices over the past 3-4 months. Importantly, tenders for incremental rig demand did not dissolve as oil
prices fell. In fact, the offshore drillers have seen a modest pick-up in contract conversations. It appears the
bottom has been reached for the industry, and now the question becomes the pace of demand and rig
attrition rates.

Wind Energy
Over the recent years, the global offshore wind energy industry has been growing rapidly as the global total
installed capacity has been witnessing rapid growth. Global offshore wind energy market was valued at
$20.3bn in 2016 and is expected to reach $57.2bn in 2022, growing at a CAGR of 16.2% between 2017
and 2022.
The UK is the world’s largest offshore wind market and accounts for just under 36% of installed capacity,
followed by Germany in the second spot with 29%. China passed Denmark in 2016 to achieve 3rd place in
the global offshore rankings with 11%. Denmark now accounts for 8.8%, the Netherlands 7.8%, Belgium
5% and Sweden 1.4%. Other markets including Finland, Ireland, Spain, Japan, South Korea, the US and
Norway make the balance of the market.
A total of 2,219 MW of new offshore wind power was installed across seven markets globally in 2016, and
although numbers were down 31.0% from last year’s record, the future looks promising. Overall, there is
now 14,384 MW of installed offshore wind power capacity in 14 markets around the world.
· At the end of 2016, nearly 88% (12,631 MW) of all offshore wind installations were located in waters off
the coast of ten European countries. The remaining 12.0% of the installed capacity is located largely in
China, followed by Japan, South Korea and the US.
Growing share of renewable energy is expected to drive the global offshore wind energy market. Increasing
awareness about climate change and technological development are expected to further boost the market.
However, high costs, risks, and supply chain bottlenecks related to offshore wind energy projects are
expected to hamper the growth of the market.
However, the key issue in 2016 was the dramatic reduction in offshore wind prices. It started with the Dutch
tender for Borssele 1 & 2 in June coming in at €72.0/MWh, well below expectations; followed by a Danish
nearshore tender in September at €64.0/MWh. This was followed in November with the winning bid for the
Danish Krieger’s Flak project coming in at an astonishing €49.9/MWh; and then Borssele 3 & 4 in the
Netherlands coming in at €54.5/MWh in December.
The offshore energy market is affected by various factors including the growing energy demand, fluctuating
oil prices, capital expenditure of companies, supply of offshore support vessels, local regulatory
requirements and M&A opportunities. We look at these factors in detail to understand the prospects of the
offshore energy market in the coming years.
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Growing Energy Demand
It is expected that the World energy consumption will increase by 28% by 2040. Most of the world’s growth
in energy demand is projected to take place in countries outside of the Organization for Economic
Cooperation and Development (OECD). China and the other non-OECD Asia nations alone account for
more than 60% of the projected increase in world energy demand. It is estimated that transportation energy
use will increase by nearly 30%, with almost all of the growth coming from non-OECD countries, as personal
incomes rise and energy markets in many of these nations' rapidly growing economies become further
integrated into global supply chains.

Source: U.S. Energy Information Administration

Renewables (including hydropower) are the fastest-growing source of generation over the period of
2015–40, rising by an average of 2.8% per year, as technological improvements and government incentives
in many countries support their increased use. Natural gas generation will grow by an average 2.1% per
year from 2015 to 2040, whereas nuclear generation by 1.5% per year. Coal’s generation share is expected
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to decline from 40% in 2015 to 31% by 2040. In 2040, renewables will provide the same share of world
electricity generation as coal at 31%.
Source: U.S. Energy Information Administration

Although consumption of non-fossil fuels is expected to grow faster than fossil fuels, fossil fuels still account
for 77% of energy use in 2040. Compared with the strong growth in coal use in the 2000s, worldwide coal
use remains flat. The top three coal-consuming countries—China, the US, and India—together account for
more than 65% of the world's coal use through 2040. China alone currently accounts for slightly more than
half of the world's coal consumption, but a slowing economy and plans to implement policies to address air
pollution and climate change mean that coal use in China will decline over the projection period. Of the
world's three largest coal consumers, only India is projected to increase coal use through 2040.

Fluctuating Oil Prices
Q2’17 saw oil demand rise to 97.4 mb/d while supply amounted to 96.8 mb/d; implying that there was an
actual shortfall. However, this will not trigger an immediate turnaround. But it does suggest that, after years
of surplus, the supply and demand ratio is slowly starting to tilt. Robust growth is also expected for the rest
of the year. For 2018, the IEA expects a comparable development, raising global oil demand to some 99.4
mb/d at year-end 2018.

Source: Lorentzen & Stemoco Research and EIA

The current increase in energy demand primarily comes from the emerging market economies. The
continued population growth in Africa, Asia and South America with rising urbanization has led to an
increase in energy requirements. China also accounts for a large share of this increase. The Chinese
economic growth is gradually decelerating as a result of the transition from an industry-driven to a consumerdriven economy, resulting in a substantial increase in energy consumption.
Additionally, looking at the projected oil demand in the second half of 2017 and subtracting the expected
non-OPEC supply, the ‘call-on-OPEC’ is expected to be around 33.5 mb/d, well above the agreed production
ceiling of 32.5 mb/d. If this forecast is accurate, substantial inroads will be made into the existing record
stocks, initiating a rebalance of demand and supply in the oil economy.
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The early months of 2017 witnessed the Brent crude oil prices held up around the $50-55/bbl, following
optimism on supply moderation after the OPEC production cut in late 2016. Although in May 2017 the prices
fell again to $45-$50/bbl as a result of the sudden expansion by the US shale producers, there is now an
evidence of sustained inventory drawdowns in the US and OECD countries. The US shale production costs
are starting to rise again and productivity improvements are at near-saturation level. This is expected to
move the oil prices towards $55/bbl mark by the end of 2017, implying an average price of between $50
and $55/bbl for the full-year 2017.
Looking at the current developments, there is a further price upturn expected in the second half of 2018
(possibly lifting oil prices towards $$75/barrel at year-end 2019) as the oil market continues to normalize.
The normalization is expected to take place in terms of both market balance (supply/demand/stocks) and
rising prices for production at less accessible oil fields.

Offshore Field Development
Upstream oil and gas investment continued to tumble in 2016, falling 26% in nominal terms to $434.0bn.
The decline corresponded to losing the current output of Iraq and a slump in the US shale oil production
that have a steep production decline rate, with 80% of the stocks being exhausted within two years of
production starting. However, based on the detailed analysis of investment announcements made by the
companies in Q2’17, the IEA states that global oil and gas upstream investment is set to increase by almost
6.0%, to just less than $460.0 bn in nominal terms by the end of 2017. The spending in US shale activities
is also expected to increase 53% in 2017 compared with 2016.

Upstream Oil and Gas Investment
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In Mexico, upstream investment is said to get a boost from its first offshore licensing round, which
successfully attracted bids from several international operators. Additionally, the Chinese national oil
companies have all announced a rise in investments after two years of sharply reduced spending. However,
for Russia the anticipated rise in upstream spending is subject to downside risks. While companies appear
to be pushing ahead with new oil and gas projects to take advantage of tax breaks introduced by the
government, the extension of oil production cuts agreed with the Organization of Petroleum Exporting
Countries in May and the appreciation of the ruble might slow activities.
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Oversupply in the OSV market and scrapping
Despite massive oversupply in the market there are 450 OSVs scheduled to be delivered in 2017. This will
likely accentuate the problems faced by the market where more restructuring and even bankruptcies are
expected to take place this year. According to Vessels Value, there are currently 456 OSV vessels on order
throughout the world of which 450 of these will be delivered in 2017 and only 6 scheduled for delivery in
2018.

No. of OSV Vessels delivered by year
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Additionally, the quarter witnessed active scrapping in the sector. A total of 210 ships were broken in Q2’17.
The worst dumping country this quarter was Germany with 16 ships sent for breaking, due to multiple
bankruptcies in German shipping industry, followed by Singapore with 12 ships, Greece with 9, and South
Korea with 8.
80

74

Number of Ships broken worldwide from Apr-Jun'17
60

60
40

26

24

22

20
4
0
India

Bangladesh

Turkey

Pakistan

China

RoW

Source: Shipbreaking Platform

Regulatory Developments
In Europe, the development of offshore wind energy needs to be considered within the scope of the EU
Renewable Energy Directive, which has introduced binding national targets for each EU Member State to
increase the share of energy from renewable energy sources.
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The North Sea states consider the expansion of offshore wind energy as an important means towards
reaching their individual targets. In order to enable such development, the coastal states need to ensure
that they have (i) legal powers offshore, (ii) established a legal regime for developing offshore wind energy
and bringing the electricity to shore.
The extent to which coastal States have legislative powers offshore is governed by the 1982 United Nations
Convention on the Law of the Sea (UNCLOS), which distinguishes between several maritime zones. For
offshore wind energy, the most important zones are the territorial sea and the exclusive economic zone
(EEZ). Within the territorial sea, the coastal States enjoy full sovereignty and have, thus, the same legislative
powers as they have on land. Next to that, coastal States may declare an EEZ, which is an area lying
beyond and adjacent to the territorial sea and extending to a maximum of 200 nautical miles.
All North Sea states have established an EEZ, which gives them the exclusive right to generate electricity
from offshore wind in and outside the territorial sea. As laws need to be explicitly declared applicable to the
EEZ, coastal states could either extend existing national laws to the EEZ or adopt a separate legal regime
for offshore wind and the sub-sea cables, which bring electricity to the shore. Some states like Denmark
and Great Britain have decided to apply the relevant national electricity legislation to the EEZ and deploy a
system of competitive licensing or tendering regime for the development of offshore wind energy. By
contrast, the Netherlands and Germany only classified offshore wind farms as installations requiring a
‘construction’ permit, which was granted on a ‘first come, first served’ basis. However, with the increasing
scale of offshore wind development, the North Sea states gradually moved further towards a distinct legal
regime governing offshore wind farms. These regimes are all based on a more centralized, government-led
approach to the development of offshore wind farms.
Since the development of offshore wind energy in Europe started in the 1990s, most North Sea states have,
amended their legal framework governing the development of offshore wind energy. These amendments
also involve the construction and use of the sub-sea cables, which bring the electricity to shore. More
changes can be expected as there is a need for more cross-border connections and approaches.
In the U.S., the Trump administration issued an Executive Order entitled “Implementing an America-First
Offshore Energy Strategy” in April 2017. This calls for expanded oil and gas leasing in areas of the U.S.
Outer Continental Shelf (OCS) that were recently placed off-limits to energy development, and instructs
several federal agencies to reevaluate and possibly reverse recent regulations imposed on the offshore oil
and gas industry. If fully implemented, the EO would clear the way for expanded and expedited development
of OCS energy resources.
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Demand for Renewable Energy
According to REN21 report published June 2017, the recent deals in Denmark, Egypt, India, Mexico, Peru
and the United Arab Emirates saw renewable electricity being delivered at $0.05 per kilowatt-hour or less,
which is well below the costs for fossil fuel and nuclear generating capacity in each of these countries. A
report by Bloomberg stated that renewable energy will represent almost three quarters of the $10.2tn the
world will invest in new power generating technology until 2040. This investment is attributable to the rapidly
falling costs for solar and wind power. Solar is already at least as cheap as coal in Germany, Australia, the
US, Spain and Italy. The onshore wind levelized costs is also expected to fall 47% by 2040, thanks to
cheaper, more efficient turbines and advanced OPEX regimes.

Source: Westwood Energy

In the year 2016, 2,219 MW of new offshore wind power was installed across seven markets globally. In
spite of decline in production by 31% from last year’s record, the future looks promising. Overall, there is
now 14,384 MW of installed offshore wind power capacity in 14 markets around the world. At the end of
2016, nearly 88% (12,631 MW) of all offshore wind installations were located in waters off the coast of ten
European countries. The remaining 12% of the installed capacity is located largely in China, followed by
Japan, South Korea and the US.
According to Bloomberg New Energy Finance (BNEF), clean energy investments during Q2’17 reached
$64.8bn globally, up 21.0% q-o-q. Of the total amount, wind energy accounted for $26.2bn in new
investments over the second quarter
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Source: Global Wind Energy Council

Industry Consolidation
The challenging industry conditions of recent years have been harsh for the smaller companies. Thus, those
with stronger balance sheet are now looking for consolidation. This is expected to see survivors enjoying
economies of scale and increased demand in the coming years, after excess capacity caused the sectors’
worst-ever crisis.
Recently Asia’s largest container line, China based Cosco Shipping acquired Orient Overseas Container
Lines for $8.5bn bringing together two large carriers that will cumulatively control 11.6% of global container
capacity. According to Wall Street, if all pending deals are approved in the next 12 months 68% of world
container capacity will be moved by just six ocean carriers- A.P. Moller-Maersk, Mediterranean Shipping,
COSCO, CMA CGM, Hapag-Lloyd and Ocean Network Express.
Also with North Sea continuing to be depressed, some consolidation is afoot, with Farstad, Solstad and
Deep-Sea Supply merging to create one of the biggest OSV operators with a combined fleet of 157 vessels.
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Market share of Ocean Carriers
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12%

Source: Alphaliner as of 10 Aug 2017

KEY DEVELOPMENTS IN OFFSHORE SHIPPING
Cyber-attack on A.P. Moller- Maersk
In June’17, Maersk suffered a cyber attack that caused outages at its computer systems across the world.
The breakdown affected all business units at Maersk, including container shipping, port and tug boat
operations, oil and gas production, drilling services, and oil tankers. According to the company’s statement
this wiped as much as $300.0mn off profits in the third quarter.
Saipem nets $500mn in new contracts
In June’17, Italian offshore contractor Saipem announced that it had been awarded new contracts worth
$500.0mn. It was awarded a new E&C offshore contract by Saudi Aramco for EPCI activities and Trunklines
& Installation works in Saudi Arabia, under the long-term agreement in force, renewed in 2015 until 2021.
Additionally, Saipem has negotiated the extension in Angola of the deployment of vessel FPSO Gimboa,
inclusive of management and maintenance services, personnel, material and consumable supplies for three
years, plus one optional year.
Ocean Yield acquires PSVs from BP Shipping
In June’17, Ocean Yield agreed to acquire two PSVs from BP Shipping for a total consideration of $105.0mn.
Both vessels are on long term charters to Aker BP. The bareboat charter rates are $17,253 per day per
vessel, which provides a contribution to annual EBITDA of $12.6mn. The acquisition will be financed by a
combination of debt and equity and Ocean Yield has received an offer for a senior secured loan facility of
up to $65.0mn with semi-annual instalments and a tenor of seven years.
Pacific Radiance forms Middle East JV with Allianz Offshore
In May’17, Singapore’s vessel operator Pacific Radiance entered into a joint venture agreement with Allianz
Offshore Middle East, forming a new company which will be involved in offshore vessel operations. Under
the terms of the JV agreement, Crest Offshore and Allianz Offshore respectively will hold 51% and 49%
equity interest in the new entity.
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Siem to take full ownership in PSV-owning unit
In May’17, offshore and subsea shipping company Siem Offshore announced to acquire a 49% stake in
Siem Meling Offshore DA (SMODA) from the ship-owner O.H. Meling. Following the acquisition, Siem
Offshore will own 100% of the company SMODA.
Mermaid Maritime wins $26mn in subsea contracts
In May’17, Mermaid Maritime was awarded subsea contracts in South East Asia and Middle East with a
combined total value of $26.0mn.
SeaBird in debt restructuring proposal
In May’17, Seismic vessel fleet owner SeaBird Exploration proposed a restructuring plan to bondholders
and creditors that would set it free from $30.0mn in debt. If the restructuring proposal is accepted, the debt
in Seabird will be reduced by $22.0mn and lease obligations will be reduced by $10.4mn.
Tidewater files for Chapter 11 bankruptcy as it seeks to cut debt
In May’17, U.S. offshore support vessel owner Tidewater filed voluntary petition under Chapter 11
bankruptcy protection in the US. The move is intended to help Tidewater pursue a prepackaged plan of
reorganization in accordance with its previously announced restructuring support agreement.
GulfMark Offshore files for bankruptcy protection
In May’17, GulfMark Offshore Inc. filed for bankruptcy protection after reaching a deal with bondholders on
the terms of a debt-for-equity swap. Holders of ~47%of GulfMark’s unsecured 6.375% senior notes due
2022 have signed the restructuring support agreement. The agreement calls for the outstanding senior notes
to be converted into 35.65% of the equity in a reorganized GulfMark, which should eliminate about $430.0mn
of debt and about $27.0mn in annual interest payments.
Trio forms Gulf of Mexico subsea alliance
In Apr’17, Halliburton, one of the world’s largest oilfield service providers, teamed up with Trendsetter
Engineering and C-Innovations to form an alliance to provide Gulf of Mexico customers with integrated
offshore well intervention packages. The alliance would create combined packages of subsea solutions for
hydraulic interventions which could improve operator efficiency.
Nam Cheong, Marco Polo enter Malaysian JV
In Apr’17, Malaysia offshore shipbuilder Nam Cheong and Singapore’s Marco Polo Marine announced plans
to establish a joint venture company in Malaysia.
MacGregor put in charge of cargo handling & mooring equipment on Teekay’s 115 vessels
In the second quarter of 2017, MacGregor, a part of Cargotec, signed a five-year frame agreement with
Teekay Shipping for spare parts, maintenance, training, and project support. MacGregor would provide
hatch covers, hose-handling cranes, general-purpose cranes, offshore mooring and loading systems, deck
machinery winches, steering gear, and compressors. Teekay has $12.0bn worth of assets in offshore
FPSOs, FSOs, Gas LNG/LPG as well as conventional crude product tankers.
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M&A ACTIVITY IN THE MARITIME & OFFSHORE INDUSTRY
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SELECTED M&A TRANSACTIONS IN Q2’17
Ann. Date Target
Portonave S/A - Terminais Portuarios de Navegantes (50%
Stake)
14-Jun-17 ESCO Leasing, LLC

19-Jun-17

6-Jun-17 Houston Fuel Oil Terminal Company
1-Jun-17 GasLog Ltd. (Gaslog Geneva)

Country
Buyer
Code

Rev (x)

EV/
EBITDA (x)

BR

Terminal Investment Limited SA

CH

355

-

-

-

US

Ranger Energy Services, Inc.

US

56

56

1.7x

0.0x

US

SemGroup Corporation

US

1,865

1,865

-

-

GasLog Partners LP

MC

187

187

-

-

-

-

-

1.7x

3.7x

CH, MC

30-May-17 Eco Seven Inc. (41% Stake)

MH

TOP Ships Inc.

GR

6

30-May-17 Atwood Oceanics Inc.

US

GB

1,547

29-May-17 Hanjin Busan Newport Co., Ltd. (30.46% Stake)

KR

KR

132

502

5.7x

32.7x

23-May-17 Navig8 Product Tankers, Inc.
Cangzhou Bohai Jinji Container Terminal Co., Ltd. (90%
17-May-17
Stake)
12-May-17 Fjord1 AS

US

MC

980

980

10.2x

20.7x

CN

73

-

-

-

NO

Ensco plc
Hanjin Transportation Co., Ltd.; Busan Port
Authority
Scorpio Tankers Inc.
Bohai Jin-Ji Port Investment and Development
Company Ltd.
Havila Holding AS

NO

41

-

-

-

US

SEACOR Holdings Inc (Shareholders)

US

404

472

-

-

CN

COSCO Shipping Heavy Industry Co., Ltd.

CN

193

-

-

-

10-May-17 SEACOR Marine Holdings, Inc.
Cosco Shipyard Group Co., Ltd (51% Stake); COSCO
5-May-17 (Dalian) Shipyard Co. Ltd. (39.1% Stake); COSCO
(Nantong) Shipyard Co. Ltd. (50% Stake)
Shelf Drilling Tenacious; Seadrill Ltd (West Mischief); Shelf
1-May-17
Drilling Resourceful
25-Apr-17 SK Shipping Co., Ltd. (18.11% Stake)

CN

AE, SA

1,547

Shelf Drilling Holdings, Ltd.

AE

206

206

-

-

KR

Samsung Securities Co., Ltd.

KR

133

3,399

-

-

21-Apr-17 Trabajos Maritimos S.A. (35% Stake)

PE

The Romero Group S.A.C

PE

116

-

-

-

21-Apr-17 Tianjin Port Tugboat Lighter Co., Ltd.
Tianjin Port Container Terminal Co., Ltd.; Tianjin Port
Alliance International Container Terminal Co., Ltd. (40%
Stake); Tianjin Port No. 2 Stevedoring Co., Ltd.; Tianjin Port
21-Apr-17
Haifeng Bonded Logistics Co., Ltd. (51% Stake); Tianjin Port
Euroasia International Container Terminal Co., Ltd. (40%
Stake)
17-Apr-17 EagleClaw Midstream Services, LLC

CN

Tianjin Port Development Holdings Ltd.

HK

103

103

-

-

CN

Tianjin Port Co., Ltd.

CN

559

-

-

-

US

Blackstone Group LP

US

1,881

1,881

-

-

12-Apr-17 SK Shipping Co., Ltd. (24.67% Stake)

KR

Samsung Securities Co., Ltd.

KR

183

3,477

-

-

11-Apr-17 Navigator Energy Services, LLC

US

US

1,392

1,392

-

-

10-Apr-17 Shantou Ports Group Corp Co., Ltd. (60% Stake)

CN

CN

743

-

-

-

3-Apr-17 Penang Port Sdn Bhd (51% Stake)

MY

NuStar Energy L.P.
China Merchants Port Development (Shenzhen)
Company Ltd.
MMC Corporation Berhad

MY

47

-

-

-

4.8x
3.7x

14.3x
12.2x

Mean
Median

Source: Merger Market
Note: Key transactions with deal value considered
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The recent quarter witnessed a decrease in the number of transactions however the deal value increased
significantly. The deal value witnessed an increase of about 216% q-o-q primarily due to a high volume of
bigger deals however the number of deals decreased by about 12% q-o-q. Q2’17 saw some major
transactions, the key among them being the acquisition of Houston Fuel Oil Terminal Company by
SemGroup Corporation for €1.9bn and acquisition of Atwood Oceanics Inc. by Ensco plc for a total
consideration of €1.5bn. Blackstone Group LP also acquired EagleClaw Midstream Services, LLC for
€1.8bn. USA and China were the key geographies for M&A activity during the quarter.

SHARE PRICE PERFORMANCE
(% Change)

Dry Bulk

Containers

Tankers

LNG

OSV

Cruises

Ports

3Y

(35.0%)

29.4%

(32.4%)

(52.5%)

(61.3%)

119.8%

45.8%

1Y

56.0%

47.6%

(18.1%)

24.3%

(17.3%)

47.4%

21.6%

6m

15.0%

29.2%

(13.9%)

(9.1%)

(31.9%)

20.2%

13.7%

250.00

Indexed to 100

200.00
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Dec-14

Dry Bulk¹

Jul-15

Containers²

Dec-15

Tankers³

LNG

Jun-16

4

OSV

5

Dec-16

Cruises

6

Jun-17

Ports

7

Source: FactSet as of 30-June-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, 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
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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
an increased number of bookings 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 cruise liner
segment, RCL witnessed an increase of ~134.0% over the last three years. The latest surge in company’s
stock price was a result of better operational results as the company performed better than expectations in
its second quarter and raised its earnings outlook.

PEER ANALYSIS
Company Names
Dry bulk
Great Eas tern Shipping
Pacific Basin Shipping
Star Bulk Carriers
Mean
Median
Containers
A.P. Moller - Maersk A/S
COSCO SHIPPING Holdings
Orient Overs eas
Evergreen Marine
Mean
Median
Tankers
Euronav
Frontline
Ts akos Energy Navigation
Mean
Median
LNG
Golar LNG
Teekay LNG Partners
Gas Log
Mean
Median
OSV
SEACOR Holdings
Bourbon
GulfMark Offs hore
Mean
Median
Cruises
Carnival Corporation
Royal Caribbean Cruis es
Norwegian Cruis e Line Holdings
Mean
Median
Ports
DP World
China Merchants Port Holdings
Adani Ports & SEZ
Dalian Port
International Container Terminal Services
Mean
Median
Overall Mean
Overall Median

Country

Share
Price
(€)

% of
52-Week Market
High
Cap (€m) EV (€m)

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

IN
HK
GR

5.51
0.19
8.62

81.3
82.9
70.4

766
855
553

1,193
1,391
1,252

2.8x
1.2x
5.1x
3.0x
2.8x

5.6x
13.8x
22.4x
13.9x
13.8x

1.7x
6.2x
12.6x
6.8x
6.2x

DK
CN
HK
TW

1,671.82
0.41
6.29
0.45

100.0
86.3
100.0
94.4

31,314
4,713
5,059
1,774

47,891
11,159
5,783
3,608

1.4x
1.0x
1.1x
0.9x
1.1x
1.1x

7.3x
nm
19.5x
16.8x
14.5x
16.8x

1.6x
12.0x
6.2x
9.2x
7.3x
7.7x

BE
BM
GR

6.93
5.02
4.21

81.9
64.9
84.6

1,094
876
328

1,870
2,195
1,750

3.6x
3.8x
3.7x
3.7x
3.7x

7.3x
11.2x
9.2x
9.2x
9.2x

3.0x
6.8x
7.2x
5.7x
6.8x

BM
BM
MC

19.51
13.46
13.37

71.7
73.3
81.5

1,961
1,241
1,193

3,751
3,268
3,921

nm
8.8x
8.5x
8.6x
8.6x

nm
12.3x
12.5x
12.4x
12.4x

nm
7.5x
6.9x
7.2x
7.2x

US
FR
US

30.07
8.50
0.19

41.7
67.2
5.7

706
601
4

1,022
2,264
92

1.7x
2.6x
1.0x
1.7x
1.7x

11.6x
nm
nm
11.6x
11.6x

4.4x
23.5x
nm
13.9x
13.9x

US
US
US

57.49
95.77
47.60

96.4
93.7
92.9

42,184
22,704
11,376

49,639
27,610
16,572

3.2x
3.5x
3.5x
3.4x
3.5x

10.8x
10.6x
13.0x
11.5x
10.8x

1.6x
2.7x
4.4x
2.9x
2.7x

AE
HK
IN
CN
PH

18.34
2.43
4.92
0.16
1.70

88.1
87.4
93.9
84.7
88.9

15,942
8,374
10,486
1,903
3,574

21,204
9,870
12,905
2,760
5,677

5.2x
10.2x
10.0x
1.9x
4.9x
6.5x
5.2x

10.9x
22.4x
15.4x
12.6x
10.9x
14.5x
12.6x

2.7x
3.0x
3.2x
2.2x
4.1x
3.0x
3.0x

3.9x
3.5x

12.8x
11.9x

6.0x
4.4x

Net Debt/
EBITDA (x)

Source: FactSet as on 30-June-2017
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RECENT DEVELOPMENTS OF KEY PLAYERS
GasLog Partners to acquire GasLog Geneva from GasLog Ltd.
In June’17, GasLog Partners LP (GLOP) agreed to acquire GasLog Geneva from GasLog Ltd. (GLOG), for
a consideration of $55mn excluding net working capital balances of $1mn. GLOP will also assume GasLog
Geneva’s existing debt of $155mn. GasLog Partners estimates that GasLog Geneva will add approximately
$23mn to EBITDA. The transaction represents a multiple of ~9.1x estimated EBITDA. The transaction aligns
with GLOP’s strategy to grow cash distributions through dropdown and third-party acquisitions. It will enable
GLOP to expand its fleet to 11 wholly owned LNG carriers, while extending its average remaining charter
duration.
Pacific Ethanol Inc. acquired Illinois Corn Processing, LLC
In June’17, Pacific Ethanol Inc, a US-based company engaged in the production and marketing of lowcarbon renewable fuels, agreed to acquire Illinois Corn Processing, LLC for a consideration of $61mn. The
acquisition forms a part of Pacific’s strategy to make investments that expand and diversify its production
platform, increase revenue, expand its marketing reach and improve its overall profitability. The transaction
diversifies fuel ethanol production with high-value beverage and industrial grade alcohol.
CMA-CGM SA to acquire Mercosul Line Navegacao e Logistica Ltd.
In June’17, CMA-CGM SA, a France-based company offering transportation and logistics solutions, agreed
to acquire Mercosul Line Navegacao e Logistica Ltda., a Brazil-based shipping company that provides cargo
transportation services, from Maersk Line A/S. The acquisition enables CMA CGM to enhance its service
offering in South America, especially in Brazil on cabotage and “door-to-door” services. It is line with CMA
CGM’s strategy, to develop intra-regional sea transportation links and complementary services such as
logistics.
COSCO SHIPPING Ports Limited to acquire Noatum Port Holdings. S.L.U.
In June’17, COSCO SHIPPING Ports Limited, a Hong Kong- based company engaged in managing and
operating container terminals, agreed to buy 51.0% stake in Noatum Port Holdings, S.L.U. (NPH), a Spainbased operator of maritime terminals, from TPIH Iberia, S.L.U, for the total consideration of $228.1mn. The
acquisition is in line with COSCO Shipping’s strategy to extend its network over Mediterranean and
European area and is expected to generate synergies between the companies increasing cargo volume and
improving capacity.
P&O Maritime FZE to acquire Remolques Y Servicios Maritimos S.L.U.
In June’17, P&O Maritime FZE (subsidiary of DP World Limited), a UAE-based provider of specialist
maritime service solutions, agreed to acquire Remolques Y Servicios Maritimos S.L.U, (Reyser), a Spainbased inland water transport company providing maritime services. The transaction is a part of DP World
strategy to grow complementary sectors in global supply chain.
GulfMark Offshore, Inc.’s senior note holders to acquire GulfMark Offshore, Inc
In May’17, the senior noteholders of GulfMark Offshore, Inc., a US-based provider of marine transportation
services to the energy industry, agreed to acquire a 35.6% stake in GulfMark Offshore, Inc. in a debt-equity
swap transaction. The transaction will help Gulfmark in reduction of debt and rights offering will significantly
enhance financial position of the company.

SEACOR Holdings Inc. to spin off its subsidiary SEACOR Marine Holdings, Inc. into a newly listed
company

23 | P a g e

In May’17, SEACOR Holdings Inc (SHI), a US-based company engaged in the operation of a diversified
fleet of offshore support vessels, announced to spin off its subsidiary SEACOR Marine Holdings, Inc. into a
newly listed company.
China Merchants Port Development (Shenzhen) Company to acquire Shantou Ports Group Corp Co.
Ltd.
In Apr’17, China Merchants Port Development (Shenzhen) Company, a China- based provider of port
investment and port information consultation services, agreed to acquire 60% stake in Shantou Ports Group
Corp Co., Ltd. (SPG), a China-based port operator, for $786mn. The acquisition will allow CMPDS to
strengthen its port network in Southern China.
China Merchants Industry Holdings Co., Ltd. to acquire China International Marine Containers
(Group) Ltd.
In Apr’17, China Merchants Industry Holdings Co., Ltd., a Hong Kong- based company engaged in repair
and modification of vessels and marine equipment, agreed to acquire a 24.5% stake in China International
Marine Containers (Group) Ltd. (CIMC), a China- based company engaged in manufacturing and supplying
of transportation equipment from China Merchant Port Holding Co. Ltd.(CMPHCL), for $1.0bn. The
transaction is in line with CMPHCL’s plan to divest non-core businesses.
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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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GLOBAL M&A PARTNERS – MARITIME AND OFFSHORE
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Kees van Biert
President Maritime and
Offshore
Phone: +31 6 5314 4313
Email: k.vanbiert@jbr.nl

Ben Vree
Ambassador Maritime and
Offshore
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Ivan Alver
Senior Partner
Phone +47 21 04 23 00
Cell +47 90 84 04 56
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Key contact:
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Email:
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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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