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INTRODUCTION

• Shipping provides 90% of the world’s cargo transportation

• But a significant amount of CO2 emissions are from shipping (equivalent to Germany) 

• Shipping leaves a big hole in the world’s climate strategy 

• But shipping is beginning to act via the IMO:

– BWT Convention (Sept 2017)

– GHG emissions (April 2018)

– IMO 2020 sulphur cap



THE CLIMATE CHANGE AGENDA - SHIPPING

• The climate agenda/shipping’s green movement has also accelerated from other factors:

– Supply chain pressure – Amazon carbon neutral statement, Ikea investigating biofuels

– Technology helps shipping reduce its carbon footprint and ships can be easily modified

– Banks are moving first to reduce their exposure to climate risk



 THE CLIMATE CHANGE AGENDA -  GREEN FINANCE

– Green finance products are now available
‒ Green loans and green bonds similar to conventional financing

– For green capex projects 

– Other sustainability improvements

‒ Pricing of green loans and bonds in line with conventional financing

– Challenges remain in the ME market – cannot fully exploit green capex projects 

– Consider Sustainability Linked Loans (SLL)
‒ Generic source of funding for corporate purposes (W/C or RCF)

‒ Based on KPI to help smaller companies move towards a more sustainable model

‒ Linked to ESG/KPI – improvement leads to reduction in margin

‒ No price difference but has value as a communications tool



THE POSEIDON PRINCIPLES 

– IMO’s target on international shipping to reduce of GHG emissions by 50% by 2050

– Banks have a responsibility to play a part

– June 2019 the Poseidon Principles signed by 11 leading European shipping banks. 

– Signatory banks hold $400bn of senior shipping debt and finance 20% of the world’s fleet

– Aims annually measure, evaluate and report the carbon intensity of the bank’s shipping portfolio 



SIGNATORIES TO THE POSEIDON PRINCIPLES 



POSEIDON PRINCIPLES COVENANT

‒ Central to the Poseidon Principles is a standard covenant to be incorporated into loan agreements:

The Owner shall, upon the request of any Lender and at the cost of the Owner, on or before 31 July in each calendar year, supply or procure the supply 

to the Facility Agent of all information necessary in order for any Lender to comply with its obligations under the Poseidon Principles in respect of the 

preceding year, including, without limitation, all ship fuel oil consumption data required to be collected and reported in accordance with Regulation 22A 

of Annex VI and any Statement of Compliance, in each case relating to the Vessel for the preceding calendar year provided always that no Lender 

shall publicly disclose such information with the identity of the Vessel without the prior written consent of the Owner.  For the avoidance of doubt, such 

information shall be “Confidential Information” for the purposes of this Agreement but the Owner acknowledges that, in accordance with the Poseidon 

Principles, such information will form part of the information published regarding the relevant Lender’s portfolio climate alignment.

Borrower to supply all information to the bank (including fuel consumption in metric tonnes, distance travelled, hours underway)

 Information provided by the Borrower to the Bank will be kept confidential

Borrower agrees for the bank to publish information as part of the reporting requirements under the Poseidon Principles



COMMENTARY

How does the covenant affect the borrower?

1. Does not appear to be very onerous but we have pushback, on a current deal we ended with an “enhanced” information covenant

2. Note lenders already have an wide right to call for information relating to the borrower or ship

Why should banks take notice?

3. Banking regulators are targeting climate change

4. It impacts balance sheets and it’s hitting the press, banks publish sustainability reports 

5. Other banks are signing, reputation enhancement 

Why should owners take notice?
- Not burdensome – data is already provided to the IMO

- Responsibility to set an example for others

- Cost of capital – shows you are treating ESG commitments seriously

- Investors care about climate alignment. Your employees also care about this!

- Winds of change are here, there is enough collective action to impact your business



 CONCLUSIONS AND TAKEAWAY POINTS 

– Climate change is a forefront agenda item

– Coalition of all sectors of the industry willing to support a greener future

– Current regulations (IMO 2020, BWT, GHG) are not the first regulations and will not be the last

– Current financial products are evolving to support shipping on a greener journey



THANK YOU!
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