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months, a New York shipping
conference was told this week.

Paul Leand, chief executive of New York-
based investment bank and consultancy
AMA Capital Partners, told the joint
annual conference organised by the
Hellenic-American and Norwegian-
American Chambers of Commerce that
distressed companies would increasingly
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This method would be their best chance to maximise value while being
forced to the wall by unpaid lenders, Mr Leand said.
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There would be five to seven filings during 2012, he said. These
failures would occur despite banks staying true to their reluctance to
force the issue or to own ships.

Evercore Partners managing director Hugh Baker said the expected
increase in bankruptcies would not be because bankers “decide to get
tough” over unpaid loans.“On the contrary, banks will absolutely kick
the can down the road in every case whenever they can do so,” Mr
Baker said.

“Sometimes, this is a good thing to do. However, the big difference between now and 2009 is liquidity. In cases
where borrowers have run out of cash, banks are forced to make hard decisions.”

There would be a fair number of cases this year where the company is in trouble but had cash, and banks would be
happy to “amend, extend and pretend, even if covenant issues might be severe,” Mr Baker said.

Mr Baker added that while Chapter 11 filings had started garnering all the publicity, private foreclosures were also on
the rise.

Behind the scenes, it was becoming common to see delinquent borrowers “quietly handing the keys to their ships
back to their lenders”, Mr Baker said.

Private equity interest in bankrupt or near-bankrupt companies is no given, said Dahlman Rose managing director
Elliott Etheredge. This was particularly true in cases where bank debt equals or exceeds the residual value of a
company.

Private equity and hedge funds with money to spare inundated Dahlman Rose with calls during the first half of 2011,
wanting to learn about maritime investments with attractive risk-adjusted returns.

However, this interest declined after the world economy deteriorated in the second half, presumably because
shipping started competing with other industries that were also distressed by then.
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Mr Etheredge said a company in bankruptcy proceedings could get its lenders to accept a lesser payout than their
dues, by dangling carrots such as long-term charters on their ships with solid industrial or commodity end-users.

Private equity could find such a distressed company more attractive, Mr Etheredge said.

Ordinary shareholders generally are wiped out in any bankruptcy, as has already been witnessed in the cases of
General Maritime and TBS International. However, these experiences did not mean the era of the publicly listed

shipping company is gone forever, Mr Etheredge insisted.

Retail investors who bought up shipping initial public offerings between 2004 and 2008 had a “short memory” and

would flock back to buy shares when the market improved, he said.
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