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He also warned that only “a few fortu-

nate O&M players” – primarily large- 

cap yard operators with established 

track records in executing engineer-

ing, procurement and construction 

(EPC) projects – may benefit from any 

uptick. The rest would have to tread 

water at least until the end of 2017. 

Mr Ang noted that EPC contractors 

– primarily those with a yard pres-

ence – have “already done what they 

could to lower costs either through re-

structuring  or  retrenchments  of  

non-core staff”. 

He sees a lack of demand for their 

services  as  the  bigger  setback.  

Adding to the woes of small and 

mid-cap EPC contractors is excess ca-

pacity, partly from overinvestment in 

the module fabrication sub-segment 

in the days of high oil prices.

These contractors also face chal-

lenges from higher local content re-

quirements imposed by some na-

tional oil companies that could re-

strict participation in subcontract 

work for new EPC awards. 

EPC  awards  would  also  take  

months to multiply into contracting 

opportunities for supporting services 

including those for offshore support 

vessels (OSV). 

The OSV segment is still haunted 

by a supply glut from excessive new-

building and demand destruction 

from a slump in offshore drilling and 

EPC activities. Pareto Securities chief 

executive David Palmer said: “There 

is a tsunami of newbuilding (OSVs) 

completed and ready for delivery that 

are sitting in the yards.”

The key uncertainty, according to 

Mr Palmer, is that “the exact number 

of newbuilding OSVs is indetermin-

ate” and that “most industry numbers 

are understated”. He suggested the 

supply glut – though more prevalent 

among shipshape OSV assets – has 

also compromised demand for lift-

boats, which were once touted as an 

asset class still above water. 

One estimate is that hundreds of 

OSVs have yet to be delivered from 

China. M3 Marine’s managing dir-

ector Mike Meade noted that Chinese 

shipbuilders have tried to link up 

with active OSV operators to offload 

the excess vessels (resulting from de-

faults on shipbuilding contracts). The 

result could be more vessels compet-

ing for work in an already oversup-

plied OSV market. 

One of the world’s largest OSV 

owner-operators, Tidewater, recently 

breached an interest covenant, spark-

ing speculation that the New York-lis-

ted player may file for Chapter 11 

bankruptcy protection if it cannot se-

cure waivers from its lenders and 

noteholders.  Tidewater  is  

headquartered in New Orleans and op-

erates as a private-owned entity in 

Singapore.

On the situation here,  Gibson 

Dunn & Crutcher LLP partner Robson 

Lee warned: “Holders of unsecured 

bonds issued by a company that has 

become mired in dire financial straits 

(such as Swiber) will have very little re-

course to recover their investments 

in the event of an insolvent winding 

up.” He noted that in such a situation, 

there is certainly no chance of any re-

demption. Others noted that bonds 

or debts in the O&M sector would 

have to be restructured (which typic-

ally involves either a substantial hair-

cut or conversion to equity) or their re-

payments deferred. Support from 

lenders will be crucial.

Regional maintenance, repair and 

overhaul (MRO) solutions provider 

Mencast has, for instance, secured 

loan and credit facilities of up to 

S$74.9 million from UOB that will go 

towards redeeming S$50 million of 

outstanding bonds due on Sept 12, re-

finance certain liabilities, and provide 

for its working capital needs.

In Swiber’s case, the affidavit for 

its judicial management application 

indicated that it had taken up lending 

facilities from DBS to repay medium- 

term notes due in June and July. BT 

earlier reported major local banks 

have worked with Swiber as well as Pa-

cific Radiance to extend repayment 

deadlines for their loans. However, 

Swiber’s subsequent troubles promp-

ted some to ask if those efforts had 

been adequate in the face of a major 

O&M meltdown. 

Unlike Swiber, some Singapore-lis-

ted players may be able to tap their 

cash-rich anchor shareholders. Malay-

sian tycoon Yaw Chee Siew, who has 

bankrolled Otto Mar-

ine through the years, 

set out earlier this year 

to  take  the  OSV-fo-

cused player private. 

His decision to delist 

Otto Marine came as 

depressed O&M stock 

prices limited the ef-

fectiveness of further 

equity injections.

For  O&M  players  

with no cash-rich an-

chor shareholders to 

lean on, Mr Palmer ex-

tended a glimmer of hope: that the 
needed cash could eventually enter 
the system from “some unconven-
tional sources not previously in this 
sector”. But this may “severely dilute 
existing equity”. 

He warned that under the current 
excess capacity conditions (particu-
larly severe in the OSV segment), “we 
will need to see more ‘blood’ before 
more sustainable capital will come in 
to fund companies”. 

But for the brave, there could be 
bargain-hunting opportunities. “In-
vestors . . . have to tolerate extreme 
volatility and uncertainty in the short 
term but those who can identify com-
panies that will make it through stand 
to (reap) fantastic returns,” Mr Palmer 
said.

Singapore

LAST Saturday, a new generation of local music stars 

wowed a 3,000-strong crowd in Sentosa at Singapore 

Rhapsodies – The Concert 2016. The new music festival is 

an initiative of the Sing50 fund, and provides a platform 

for collaboration within the music industry – especially 

between established names and up-and-coming artistes.

The inaugural concert featured a diverse range of mu-

sic, and showcased fast-rising talents like Daphne Khoo 
and Dru Chen (above). A variety of stalls were also set up 
at the event, with one by Yu Neng Primary School raising 
funds for The Straits Times School Pocket Money Fund 
and The Business Times Budding Artists Fund. Singapore 
Rhapsodies  –  The Concert  2016  was produced by  
not-for-profit organisation The RICE Company; Minister 
for Social and Family Development Tan Chuan-Jin was the 
event’s guest of honour.

By Soon Weilun
soonwl@sph.com.sg
@SoonWeilunBT

Singapore

VIETNAMESE  President  Tran  Dai  

Quang arrived on Sunday in Singa-

pore for a three-day state visit that 

not only will strengthen bilateral rela-

tions, but will also explore deeper 

business ties.

He is accompanied by his wife 

Nguyen Thi Hien and a high-level del-

egation. 

Members of the delegation include 

Minister-Chairman of the President’s 

Office Dao Viet Trung, Minister of 

Planning and Investment Nguyen Chi 

Dung, Minister of Industry and Trade 

Tran Tuan Anh, Minister of Education 

and Training Phung Xuan Nha, senior 

officials, and a business delegation.

Noting that this is Mr Quang’s first 

state visit to Singapore after taking of-

fice in April, Singapore’s Foreign Min-

ister Vivian Balakrishnan said: “That 

President Quang has chosen to visit 

Singapore early in his presidential 

term is testament to the strength and 

importance of our bilateral relations.”

On Monday, after attending an 

orchid-naming ceremony, Mr Quang 

will be received at a welcome cere-

mony held at the Istana. He will also 
call on Singapore President Tony Tan 
Keng Yam.

Prime Minister Lee Hsien Loong 
will then meet Mr Quang and host 
him to lunch.

After lunch, Mr Quang will deliver 
a keynote address at the Singapore-Vi-
etnam Business Forum organised by 
the Singapore Business Federation.

In the evening, Mr Quang will at-
tend a state banquet hosted by Dr 
Tan.

On Tuesday, Singapore’s Deputy 
Prime Minister and Coordinating Min-
ister for National Security, Teo Chee 
Hean, will host Mr Quang to break-
fast.

Mr Quang will then deliver the 
38th Singapore Lecture organised by 
the Institute of Southeast Asian Stud-
ies – Yusof Ishak Institute, the first by 
a Vietnamese head of state.

He will then receive a call by Emer-
itus Senior Minister Goh Chok Tong 
and visit the research hub and busi-
ness park, one-north, before depart-
ing for Vietnam.

In comments made to Vietnamese 
media, Dr Balakrishnan noted that 
there is potential for both countries 
to deepen cooperation in certain sec-
tors.

For example, Singapore banks are 

keen to obtain full banking licences in 

Vietnam. Singapore-based air carriers 

hope to increase regional connectiv-

ity out of key Vietnamese cities.

The two countries established dip-

lomatic relations 43 years ago. Rela-

tions got a boost in 2013 during Mr 
Lee’s official visit to Vietnam when 

they were elevated to a Strategic Part-

nership.

Bilateral trade was at S$21.6 bil-

lion in 2015, a 10.6 per cent increase 

from the previous year. This makes 

Singapore the sixth largest trading 

partner for Vietnam, and Vietnam is 
Singapore’s 11th largest trading part-

ner.

As of April 2016, Singapore’s in-

vestments  in  Vietnam  were  at  

US$38.1 billion across 1,600 projects. 

This  makes  Singapore  the  third  

largest foreign investor there.

These projects include the seven 
Vietnam-Singapore Industrial Parks 

(VSIPs) in Vietnam, which have attrac-

ted about US$9 billion cumulatively 

and provided employment for over 

170,000 people.

Mr Teo will be leading a delegation 

to commemorate the first VSIP’s 20th 
anniversary later this year.

Cash up or ship out: it’s the big O&M squeeze post-Swiber

New musical talents strut their stuff in Sentosa

Vietnamese President in 
Singapore for state visit 
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Property  cooling  measures;  first  dip  into  national  reserves;  S-chip  scandals.
BY MINDY TAN & KENNETH LIM

2009: Dealing with a crisis

HE world spent much 
of 2009 dealing with 
the impact of the 
global financial crisis, 
and Singapore was 

no different.
 Residential property prices 
shot up in the immediate after-
math of the crisis as Singapore’s 
economy proved its resilience and 
interest rates fell to historic lows 
amid unprecedented central bank 
accommodation. Having hit a 
post-crisis low of 95.3 in the sec-
ond quarter of 2009, the non-land-
ed private residential property 
price index quickly rebounded to 
end the year at 118.4, close to 
pre-crisis levels.
 The climbing prices showed no 
signs of slowing, and fears of a 
bubble grew. The Singapore gov-
ernment imposed the first mea-
sures aimed at cooling the market 
to the chagrin of many develop-
ers. It would take about four years 
before private residential proper-
ty prices would finally recede, 
and many of the cooling mea-
sures remain in place today.
 Extraordinary times called for 
extraordinary measures, and the 
traditionally fiscally conservative 
Singapore government sought to 
calm its own waters by dipping in-
to the nation’s reserves for the 
first time.
 The budget’s request to draw 
S$4.9 billion was also the first test 
of the elected presidency’s “sec-
ond-key” power over the reserves. 
Then-president SR Nathan prompt-
ly gave his approval, and that fis-
cal initiative has earned commen-
dation for helping to maintain con-
fidence in the Singapore economy 
during the crisis.
 The worst of times also tend to 
reveal weaknesses that are easy 
to hide in the good times. Scandal 
after scandal from China-based 
issuers on the Singapore Ex-
change finally prompted the mar-
ket regulator to propose a number 
of changes to the listing rules 
aimed at addressing questions 
about governance, accountability 
and recoverability.
 But the damage had already 
been done. The flood of S-chip 
listings that had generated excite-
ment and optimism in the past 
several years had turned out to 
be tainted.

Buyers preview the Hundred Trees condominium project on Sept 25, 2009

[SINGAPORE] After two recent 
warnings that it was keeping a 
close eye on things heating up 
in the private housing sector, 
the government yesterday an-
nounced cooling measures to 
“temper the exuberance in the 
market and pre-empt any spec- 
ulative bubble from forming”.
 The Confirmed List land sales   
will be reintroduced from the 
first half of next year. The inter-
est absorption scheme (IAS) that 
helped revive home sales earlier 
this year after the global finan-
cial crash has been scrapped 
with immediate effect.
 While some of the measures 
had already been anticipated by 
major developers, property vet-
erans were still a bit taken 
aback by the speed of the re-
sponse. In particular, the de-

mand-side measures – disallow-
ing the IAS and the similar inter-
est-only housing loans (IOL) with 
immediate effect – were expect-
ed only later. In addition, the 
property business has visibly 
quietened down at showflats 
over the past two weekends – in-
dicating that buyer fatigue was 
setting in.
 The Ministry of National De-
velopment (MND) said that “the 
government has introduced these 
measures now, because there 
are signs of increased specula-
tive activity and private hous-
ing prices have also increased 
significantly since June 2009”. 
 MND added that a sample 
survey of recently launched proj-
ects showed that the take-up 
rate of the IAS was about 20-25 
per cent.
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Under current  excess capacity  
conditions, “we  will  need to
see more  ‘blood’  before  more 
sustainable capital will  come  in 
to fund  companies”.
David Palmer, CEO, Pareto Securities
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