
ANYONE who has walked or cycled along Singapore’s East Coast Park will 

be familiar with the sight of hundreds of commercial ships anchored 

off the coast. It’s one of the few places in the world where the public 

comes in close contact with the floating cogs that power the global eco-

nomy. Indeed, if any of those people spending a leisurely Sunday at the 

beach were to contemplate for a moment how the sports shoes on their feet or the bikes 

they are riding were transported to the island, then they’d only have to look out to sea. 

That is precisely where we are heading with this high-level analysis of the shipbuilding 

and offshore marine industry.

So, let’s cast off and embark on an investment journey that will help you make the 

correct financial decisions. 

A perfect storm
The shipbuilding and offshore marine industry specialises in the manufacture and 

maintenance of ocean-going vessels, which include all types from cargo ships, tankers 

and oil rigs to passenger liners. However, in recent years, the industry has faced signific-

ant headwinds, with overcapacity at shipyards in mainland China, escalating trade wars 

and oil-price weakness combining to ensure 

that this sector is at the centre of a perfect 

storm.

Given its labour-intensive characteristics, 

companies often have to tussle with trade uni-

ons and local regulations. And from a capital ex-

penditure perspective, the industry requires sig-

nificant outlay to operate expensive docking fa-

cilities and invest in highly customised tools 

and equipment. 

Economic iceberg, ahead
Many shipyards were wrong-footed by the most 

recent slowdown in global demand, which was 

partly driven by softness in the Chinese eco-

nomy. The impact was most keenly felt at 

lower-end shipyards, which are vulnerable to 

changes in volume and tighter price competi-

tion.

Higher-end shipyards that manufacture spe-

cialised equipment, such as semi-submersible 

oil rigs, were not spared either. When oil prices 

crashed below US$50, a large number of orders 

were dishonoured, with clients forfeiting depos-

its of up to 20 per cent (which often amounted 

to millions of dollars). 

Over the horizon
More positively, never forget that shipping re-

mains the number-one choice for global cargo 

transportation, accounting for more than 90 per 

cent of all trade. In fact, the mammoth container 

ships still carry 70 per cent of the world’s 

goods, including bikes and shoes. 

The view from the bridge
How, then, should we analyse the shipbuilding 

and offshore marine industry?

As  ever,  begin  by  establishing  which  

products and services the company you are re-

searching provides. This could be ship construc-

tion, maintenance, repair or renovation. Also 

look at the types of vessels it focuses on, such 

as cargo ships and cruise liners or special-pur-

pose vehicles, including ice-cutters and tugs. 

Armed with this information, move on to ex-

plore how much revenue your company derives 

from each of these services, pinpointing its key 

customer segments. 

With a solid knowledge of the company’s 

structure, examine how changes in the eco-

nomic climate will affect revenue in each ele-

ment of its operations. Look ahead and study 

the long-term factors that will influence growth. 

How will these evolve? Examples here include 

the rise of emerging economies, such as China 

and India, as well as the changing profile of the 

energy market.

Self-assembly
There is another force in play that might not be 

immediately obvious: the effect of disruptive 

technologies, such as smart manufacturing and 

3D printing, on the industry. The ability to pro-

duce parts near to the source of demand will 

help shipyards to reduce costs. However, from 

a spares-and-repairs perspective, this new tech-

nology may be a double-edged sword, as ship 

operators could bypass the shipyards alto-

gether and generate the parts they need while at 

sea. It is worth ascertaining whether the com-

pany has a position on one or both scenarios.

Labour pains?
That said, it doesn’t matter where a shipyard is 
if you can’t source and retain a skilled work-
force. This point should prompt you to analyse 
the strength and depth of the current labour 
force and enquire about local institutions that 
specialise in marine engineering, shipbuilding 
and naval engineering. Find out too if there are 
risks associated with trade unions – has there 
been any history of industrial action by the 
workforce? 

Rolling in the deep
We must also mention that oil-and-gas explora-
tion is progressively moving to the deep sea. 
Learn about the company’s presence, capabilit-
ies and strategy in this segment. Simultan-
eously, there is likely to be a rise in demand for 
offshore wind power, so does the business in-
tend to expand into the production of wind-
mills?

Environmental, social and governance 
(ESG)
The days of throwing garbage into the sea are 
hopefully numbered. With this in mind, has the 
company invested in solutions to reduce vari-
ous  discharges  like  ballast  water,  
grey-and-black water and bilge from the vessels 
it builds? Another valuable enquiry is to check 
whether the firm participates in industry for-
ums such as The Sustainable Shipping Initiative 
(SSI), The Clean Cargo Working Group (CCWG) 
and Green Ship of the Future.

The captain’s log
It’s now time to visit the company’s engine 
room by looking at its books. Start your enquir-
ies by establishing how the firm has performed 
on operational measures. What has been its 
growth in terms of order-book size, services 
provided, customer type and the complexity of 
the vessels being built or repaired? How do 
these compare with those of peers? Next, take 
stock of the various factors that impact costs. 
Some examples could include components, sup-
plies and equipment. How do these affect de-
mand? Finally, turn to financial measures and, 
among other things, investigate the company’s 
working-capital requirements as a proportion 
of order value. How are these funded? 

Happy sailing!
Our intention with this framework is to take you 
on a short cruise around the shipbuilding and 
offshore marine industry. Hopefully, it acts as a 
solid starting point for a longer journey across 
the sector. 

Bon voyage!
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But first understand the investment fundamentals of the shipbuilding and offshore marine business 
so that you can make the correct financial decisions 

Set sail on an investment journey in marine sector
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