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Eurofin Group (Overview)

Oldest, largest, specialized ship-financing investment
boutique with global coverage

> 35 Years

» USS24 Billion

> Flexibility

» Commitment

» Recognition

> Global Coverage

Committed in Ship-Finance
Ship-Financing Deals (globally)
Tailor made structures

Team dedicated to ship-financing
Representing KfW IPEX-Bank
Offices in major shipping centers

London

Athens
Singaporé




Transformational Change — 15 Sep. 2018
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Shipping environment

Freight Rates & Asset values (Change and Correction)

In all three main shipping sectors

Shipping Charter Rates (Indexed - as at Q.1 2019) Asset Values (USS mm - as at Q.3 2019)
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Source: Clarkson’s Research, Baltic Exchange
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Shipping & Ship-Financing Crisis

Dominance of European Banks

Shipping Finance is dominated by
European Banks

2009 20138

Top 30 banks:S$ 380 bn Top 30 banks:$ 286 bn
* European Banks: 90.0% * European Banks: 52.5%
* Asian Banks: 6.6% * Asian Banks: 42.5%
* U.S. BankS. 3.3% e U.S. BankS. 5.0%

> |f European Banks suffer... Ship-financing will suffer

Data source: Petrofin
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Shipping & Ship-Financing Crisis

European Shipping Banks

Why are the European Shipping Banks under strain?

» US Sub-Prime crisis / Exposure to ‘investment products

> Banks over expanded during good years / period of overleveraging

> European Sovereign debt crisis / Increased provisions due to faltering

European economies




Shipping & Ship-Financing Crisis

European Shipping Banks - Shipping Related Problems

In addition to Sub-prime and Sovereign debt Crisis

Who ordered all
these vessels?

» Reduced Demand & Ships Oversupply

» Freight Rates & Asset Values Correction
» Shipping Companies Cashflow squeeze
> Shipping Banks

(a) Loan Defaults.

(b) Weak recovery expectations;
due to falling asset values

(c) ratings squeezed.

(d) capital ratios declined (deteriorating
creditworthiness feeds through internal
rating models, increasing the relative
risk-weighting under Basel Ill).




Shipping & Ship-Financing Crisis

European Banks Priorities Changed...

90% of Debt Ship-Finance

was from European banks;

their priorities changed
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2019: Shipping Banks that have exited

@ Deuts”ﬂffsbank * D*r

Deutsche Bank COMMERZBANK

‘:?’ 9.
Cofimercial

Bamk

EL“ TSB
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Shipping & Ship-Financing Crisis

Tighter Regulatory Environment

& Furofin 11



Global Debt Ship-Financing Landscape
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Global Debt Ship-Financing Landscape

From American to... European... to.... Asian Banks & Debt Funds

70s- 80s
Chemical Bank of
Bank America
Bank of
New York
Banker Continent
s Trust al lllinois
First
Wells
Fargo

National
Bank

90s-Present

@ -
Deutsche
Bank

DnB
Nor

2008 -Present

Capital Sources of
Increasing
Importance:

Export Credit
Agencies

Chinese
Leasing

& Furofin

13



Global Debt Ship-Financing Landscape

Who is lending at present?

EUROPEAN LENDERS

> Greek ; ACTIVE (But Limited Capacity)

> Cypriot ; ACTIVE (But Limited Capacity)

> UK ; EXITING / LIMITED Capacity

> FRENCH L e [[-==mmmmmm e

> GERMAN S e [[--===mmmmm - (KG Issues)
> DUTCH ; ACTIVE (SELECTIVE)

> SCANDINAVIAN S et []-==mmmmmmm-

> SWISS S [[--===mmmm - (Cross-Selling)
 |Issues:

> Recapitalization: Re-building regulatory capital

> Problem Loans: Human Capacity drained

GF 14



Global Debt Ship-Financing Landscape

Who is lending at present?

NON - EUROPEAN LENDERS

> CHINESE Banks : Policy Banks (Active / Selective)
> KOREAN Banks:  —ommeemeee- [[-===mmmmmm-

> JAPANESE Banks: Active (locally)

> AUSTRALIAN Banks: New Entrants (very Selective)

> US Banks: 1-2 Banks (very Selective)

& 15



Global Debt Ship-Financing Landscape

RISK MANAGEMENT

A changing ship-financing approach

» Who calls the shots
Risk Management Dept
» Small is definitely not beautiful:
Focus on Top-Tier / Transparent Corporates
» Decision making process
Lengthy process
Sometimes with Absurd Requirements
> Terms:

Higher Pricing, shorter Period, shorter Profile

16



Global Debt Ship-Financing Landscape

Shipping Sectors

WHERE IS CAPACITY FLOWING TO?

> Traditional Shipping Sectors
Not a Priority
> Energy Shipping Sector

Of Interest
Clients: Financially solid / Transparent Corporates
Assets: Specialized / High Quality specification vessels
Employment: Long-term with high credit rating charterers
{:} p B3 &
Shell BG GROUP ToTAL
ECA: Policy Banks (e.g. KEXIM) or ECAs (e.g. K-Sure)

may participate in the financing structure

& 17
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Shipping Banks’ Finance Process
L « Either through client meetings,
Initiation/Request sales pitch or direct request from
the client

* Thorough in-house analysis,
Internal analysis including:
« Analysis of the market

« Country [ yard risk
« Client nsk

+ Cash Flow analysis, project)
+ Collateral (se values)

.. * Indicative structure of the
Indication letter financing
to client « Suitable to client needs
« Acceptable banking nisk
l + Pricing {Fees & Margins)
« Syndication |ssues

& 18



Shipping Banks’ Finance Process

Credit approval

Term Sheet

[Loan Agreement

Execution

The proposed financing is
presented before a Credit
Committee for approval
 Prepareation of a credit application
 Decision level dependent on size and
risk profile
« Board highest level of approval

A "Firm Offer” is drafted and sent

to the Client
» |Includes all terms n the indication
» May include minor adjustments
» Only subject satisfactory
documentation

Internal legal department or
extermal lawyers drafts the loan

agreement ‘
* Includes also vessel registers,
assignments, | - etc.

)
o

o
o—
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=

=
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Signing of the Loan Agreement

» Registration of collateral and draw-
down

19




Shipping Banks’ Credit Analysis

Who carries it out / Information Sources

Different departments within the Bank (involved in Credit Analysis)

ORIGINATION Initial Due Diligence
Department
CREDIT ANALYSIS
Department
RISK MANAGEMENT Additional Risk Aspects
Department

Analyzing Transaction Credit-worthiness

Sources of Information for Credit AnaIyS|s Purposes

CLIENT MEETINGS ¥ BANKERS w
BROKERS
ANALYSIS DEPARTMENT MARKET REPORTS @

& Furofin 20




Shipping Banks’ Credit Analysis

5 Cs of Credit

B Character
g Capacity
B Capita
8 Collateral
E Conditions

& 21



Shipping Banks’ Credit Analysis

5 Cs of Credit

Willingness .
Character Reputation
to repay loan
. Ability to Financial
Capacity .
repay loan Standing
. Equity Source of Additional
Capital : .
Commitment Equity Reserves
Vessel Jurisdiction >
Collateral . Transparency
Quality Aspects
Shippin World
Conditions S Orderbook
Cycle Economy

* Transparency significantly enhanced through Corporate Holding structure
& Lurofin 22




Shipping Banks’ Credit Analysis

RATING DRIVEN Credit Approach / Factors of Analysis

QUALITATIVE QUANTITATIVE
Factors Factors
ECONOMY SUPPLY DEMAND
DD DD

QUALITY STATEMENTS VALUE VALUE
RATING of PROJECT

& Furofin 23




The Indicative Letter

Once Credit Analysis Completed & Findings satisfactory to Bank...Next Step:

Loan STRUCTURING is initiated

ORIGINATION CREDIT ANALYSIS RISK MANAGEMENT
Department Department Department

N~

INDICATIVE TERMSHEET

KEY TERMS considered and inserted
(for DISCUSSION Purposes with Client)

Non Binding for
the Bank

Facility Amount @\

Repayment Terms Loan Margm

& Furofin
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The Commitment Letter

INDICATIVE TERMSHEET : Accepted (signed) by Client ..

. Next Step:

ORIGINATION CREDIT ANALYSIS RISK MANAGEMENT
Department Department Department

Sign Off Indicative Termsheet — present to Credit Committee / Board

S~

CREDIT COMITTEE
/ BOARD

Deal Approved / Declined /Additional requirements may be introduced

Remaining Terms that were
not agreed on the Indicative Termsheet
and comments / revisions required by the
Credit Committee

Binding for Bank

only subject is
satisfactory completion of
Loan Agreement

& Furofin
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Happy Shipowner!

& Furofin



Some Further Reading!

and LILIAS D. VISVIKIS

—

THE INTERNATIONAL
HANDBOOK OF

THEORY AND PRACTIC
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