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THE  ongoing  judicial  manage-

ment (JM) proceedings of belea-

guered  Swiber  Holdings  have  

granted debt holders extra time 

to  explore  the  possibility  of  a  

softer landing against unrelent-

ing  headwinds  in  the  offshore  

and marine (O&M) industry. 

This could also be the biggest 

takeaway for Swiber’s stakehold-

ers from the JM process, industry 

and legal practitioners said as the 

listed  group’s  interim  judicial  

management  (IJM)  report  was  

due on Friday for submission to 

the Supreme Court. 

The IJM report is expected to 

incorporate one key element that 

will determine the success of the 

JM exercise: identifying the po-

tential white knight/s or buyer/s 

of the company’s assets. 

Amid a multi-year O&M down-

turn, most debt and equity op-

tions previously available to the 

sector have dried up, leading to 

some suggestions that the poten-

tial white knight/s would have to 

come from outside  the ecosys-

tem.

Pareto  Securities  managing  

director David Palmer said these 

may include private equity (PE) 

firms typically seeking opportun-

istic returns from a 3-5-year term 

investment  –  although he  cau-

tioned stakeholders of distressed 

O&M  players  against  getting  

their hopes high on securing PE 

injections. 

Mr Palmer said PE firms enter 

the picture only if they can “see 

the light at the end of the tunnel” 

while key barometers used to as-

sess O&M’s health suggest other-

wise. He pointed out that vessel 

utilisation (for  example,  that  of  

rigs) has yet to bottom out, and 

the present downturn may be ag-

gravated by oil companies poten-

tially pulling back from further ex-

ploration and production (E&P) 

activities as they have (more re-

cently) been hit by reduced refin-

ing margins. 

Gibson, Dunn & Crutcher LLP 

partner Robson Lee noted in ad-

dition that any white knight con-

sidering a  rescue mission  “will  

certainly require all  existing se-

cured and unsecured creditors to 

take a massive haircut as a car-

dinal condition”. He said bond-

holders  should  reasonably  ex-

pect  “a  total  suspension  of  

coupon payments and a long de-

ferred payment scheme to repay 

a reduced portion of the original 

principal debt”.

Nevertheless,  he  termed the 

volte-face  of  Swiber’s  manage-

ment to apply for JM instead of 

filing for a winding-up as “a glim-

mer of hope for many creditors 

. . . (seeking a means) to recover 

some  money,  as  opposed to  a  

total write-off”. 

Yet, a lawyer extending advis-

ory  services  for  debt  recovery  

pointed  out  the  inconvenient  

truth that may not necessarily be 

dealt with in an IJM report: unse-

cured creditors often looking to 

glean something from operating 

cash flows of a distressed entity 

can hope to do so only if a man-

agement  team  with  the  neces-

sary chops can be put together to 

keep the business going.

The lawyer  also opined that  

for any company that has seen 

its reputation compromised – by 

defaults in payments to its trade 

creditors or failure to deliver on 

contractual obligations to clients 

– maintaining an ongoing busi-

ness  concern will  be  an  uphill  

task. 

In the event that Swiber can-

not be rehabilitated, legal experts 

have pointed out one other desir-

able outcome from the JM pro-

cess  in  contrast  to  heading  

straight into liquidation: the or-

derly sale of assets. This is made 

possible by extra time bought by 

a  JM  application  although  se-

cured creditors are more likely to 

benefit from any proceeds from 

the asset sales. 

Mr Lee said the Swiber IJM re-

port allows stakeholders to face 

up to the reality of whether the 

group  can  be  salvaged  or  

whether to accept the ineluctable 

fate that the group has to bite the 

dust  as  another  victim  sucked  

into the  vortex  of  a  protracted  

global downturn. 

The group’s stakeholders also 

need to bear in mind that JM in 

Singapore  has  not  historically  

been  successful  in  turning  

around  companies  in  distress  

partly  because  companies  here  

are granted JM only when they 

turn insolvent. 

“Very often, the JM exercise is 

a  mission  impossible  fraught  

with insurmountable difficulties 

that could make it an exercise in 

futility at the end of the day,” Mr 

Lee noted. 

Swiber’s  JM  application  will  

be heard no earlier than Oct 3.

T
HE likelihood of  US 

interest  rates  being  

raised sooner rather  

than  later  and  the  

possible  entry  of  a  

fourth telco in Singapore weighed 

on sentiment this  week,  dragging 

the Straits Times Index 54 points or 

1.9 per cent down to 2,803.92. 

These  fears  arose  after  com-

ments last week by US Federal Re-

serve chair Janet Yellen at Jackson 

Hole, Wyoming and have kept a lid 

on Wall Street stocks and bonds.

In Singapore, Singtel was the in-

dex’s main loser following develop-

ments that  have raised the likeli-

hood of a fourth telco entering the 

segment. On Friday, the stock fell  

S$0.10 to S$3.87 on volume of 55.4 

million, the largest  contributor to 

the STI’s 12.55-point loss that day. 

For the week, Singtel lost S$0.35 or 

8.3 per cent.

Other telcos were similarly hit – 

on Friday,  M1 dropped S$0.15 to 

S$2.51  on  volume  of  7.2  million  

while  StarHub  ended  S$0.16  

weaker at S$3.47 with nearly eight 

million done.

“News that bidding has opened 

for the fourth telco has given short-

sellers a nice shorting opportunity,” 

said a dealer. 

Trading  throughout  the  week  

was  marked  by  low  volume  and  

volatility, though Friday’s business 

was  elevated  by  the  heightened  

trading  of  the  three  telcos.  

Turnover amounted to  1.1 billion 

units worth S$1 billion, the highest 

for the week.

Not all trading has been negat-

ive or weak though – SGX’s investor 

education  portal  My  Gateway on  

Friday announced that of the act-

ively traded stocks listed on SGX,  

Singapore Medical Group saw the 

biggest jump in volume in August 

compared to its three month aver-

age volume.

“The stock also gained 91.4 per 

cent in August  and earlier  in the 

month reported a turnaround net 

profit of S$0.8 million for 1H2016 

compared to a net loss of S$0.1 mil-

lion in 1H2015,” said My Gateway.

In its latest Investment Monthly, 

Credit Suisse noted that volatility re-
mains subdued, the 

equity uptrend seems 

intact, and investors 

are still  hunting for 

yield  as  interest  

rates  remain  ex-

tremely  low,  if  not  

negative.

“We believe volat-

ility should pick up 

in  September  and  
October, not least due to seasonal-
ity effects,” said Credit Suisse.

“We  are  wary  of  the  equity  
uptrend, which has taken the asset 
class to rich valuation levels and is 
making it vulnerable to any negat-
ive  surprises  –  for  instance,  a  
less-dovish  US  Federal  Reserve.  
This is why we continue to have a 
negative  view  on  global  equities  
overall.”
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STI ends  week 54  pts  
lower on  looming  US rate  
hike, entry  of  4th telco

MOST ACTIVE

VOLUME

OUE HTrust 117,647,700

Annica 100,100,000

APAC Strategic 84,381,100

Noble 71,322,000

Singtel 55,353,300

 Market volume 1,706,659,000

  VALUE ($)

Singtel 214,286,071

OUE HTrust 76,518,686

JMH USD 51,543,792

DBS Grp 42,867,148

UOB 37,524,899

 Market value  1,068,220,000

GAINERS
BY CENTS

CLOSE UP % 52w high/low

DBXT MSKorea US$ 5802 89.7 1.2 5878/4629

JMH USD 6065 88.4 1.1 6188/4500

GLD US$ 12514 70.7 0.4 13090/10018

DBXT China50 US$ 3140 53.0 1.3 3211/2355

JSH USD 3276 36.7 0.8 3360/2524

BY PERCENTAGE

CLOSE % UP 52w high/low

LifeBrandz 0.2 100.0 0.1 0.7/0.1

Magnus Energy 0.2 100.0 0.1 1.1/0.1

Next-Gen Sat 0.2 100.0 0.1 0.5/0.1

Hu An Cable 0.3 50.0 0.1 1.9/0.2

Oceanus 0.3 50.0 0.1 0.8/0.2

LOSERS
BY CENTS

CLOSE DOWN % 52w high/low

DBXT Nifty US$ 13342 -55.7 -0.3 13383/10437

DBXT Vietnam US$ 2426 -53.0 -1.6 2533/2017

DBXT MSTHAI US$ 2037 -43.5 -1.5 2107/1419

IS ASIA HYG S$D 1475 -24.0 -1.6 1507/1407

StarHub 347 -16.0 -4.4 397/324

BY PERCENTAGE

CLOSE % DOWN 52w high/low

Yangziji MB eCW16120 0.6 -73.9 -1.7 4.8/0.6

Infinio 0.1 -66.7 -0.2 0.7/0.1

Progen 7.3 -51.0 -7.6 17.4/7.1

Blumont 0.1 -50.0 -0.1 0.6/0.1

LionGold 0.1 -50.0 -0.1 1.4/0.1

‘We believe volatility should 
pick up in September
and October,  not least  due
to seasonality effects.’
Credit Suisse 
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