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ABSTRACT 
 

The Offshore market is currently in trouble. The financial meltdown, abetted by uncertainty in the global trend of 
oil prices, exacerbated by over-building in certain vessel categories, have led to a sharp decrease in investment in 
privately funded offshore exploration and production. This has led to drastic reductions in utilisation rates, and 
consequent falls in charter rates across almost all asset categories. 
 
Established ship owners with depreciated, older fleets are not very unhappy. While their top lines and bottom lines 
have dipped, their inherently lower cost bases allow them healthy profits even in this depressed market. Even so, 
uncertainty and fear have prevented them from making the bold moves that they promised themselves they would 
when the time was “right”.  
 
Owners and operators with newly built fleets, especially those built in the past 5 years, are struggling if not 
suffering. High asset costs, high financing costs and high operating costs have led to sharp erosions in bottom lines 
compared to the commitments managements have made to boards. 
 
Challenging times.  
 
As is normal survival instinct, owners, operators and managers have circled their wagons and are waiting for the 
storm to pass. They have focused on sweeping cost reduction programs, eschewing business class travel (or even 
travel altogether), keeping an eagle eye on purchases of spares and stores, and reducing head counts in subtle 
ways. They have chopped all “non-critical” expenditure, including those relating to marketing, systems, and 
human resource development. They have told themselves and their people – if we tighten our belts, we will save 
ourselves from starvation, even if food is hard to come by. 
 
This may be valid for the extremely short term. The reality is - when food is hard to come by, it behoves leaders to 
go out and hunt and gather, not hide or seek comfort in smaller waists.  
 
It is my belief that these are challenging times, not because the markets are grim or bottom lines are eroding. 
These are challenging times because of the opportunities that these portents of gloom hide in their shadows, that 
inward looking professionals fail to see, and thus to exploit. 
 
What opportunities, indignant managers ask. How can I buy assets at half the cost they were a year ago, when I am 
struggling to cover my existing debt service? How can I make a bid for that floundering company whose share 
prices are a fraction of what they were in 2007, when I have barely enough to satisfy my bankers’ covenants? 
 
While traditional market opportunities flourish, as they always do in times like this, I believe there are many more 
opportunities that owners and managers need to consider. These opportunities don’t just lead to top line growth or 
larger market caps. These are those that, taken at flood, will enhance one’s ability to cope with such down turns, 
which will strengthen not just individual companies, but the industry itself, which will lead to holistic and 
synergistic growth. 
 
Hmm. I have heard this before, cynical managers say. Not going to work. Never has worked.  



 
I beg to differ. Today, the cumulative global experience and exposure, the superb information and communication 
technology, and the joint understanding that other industries have succeeded in similar endeavours can make a 
difference. 
 
I am submitting that four challenges face the offshore domain. These challenges are not what most people believe 
– that of oil prices or financial liquidity or asset utilisation. The challenges lie in how individual companies and 
regional chambers of commerce are going to respond to the following four questions – 
 a.   People – are we going to prepare or will we continue to poach?  
 b.   Markets – are we willing to put aside egos and cooperate or will we continue to distrust and compete?  
 c.   Assets – are we willing to seek knowledge and synergise or think we know all and speculate?  
 d.   Technology – are we going to strive for the superlative or will we settle for the sufficient? 
  
How we, as an industry, as a brethren, answer these questions in the next two years are going to impact the next 
two decades of our lives in this domain. 
  
Together, we will explore these questions and what they can mean to us on 23rd October 2009. I look forward to 
seeing you then. 
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