NewLead makes a splash in handy pool
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DEPRESSED freight markets such as today’s are guaranteed to expand enthusiasm among shipowners for commercial pooling of their vessels. 

“Generally you use a pool as a long-term hedging strategy,” says Michael Zolotas, chief executive of NewLead Holdings. 

“Pools are designed in such a way that the owner never realises the best profits when the market is really hot.”

The Nasdaq-listed company has some past experience of pooling. When the present managing shareholders took the reins of what was then called Aries Maritime in 2009, two 2006-built product tankers were trading in the Stena panamax pool. 

Now, the owner has just announced two of its handysize product tankers, Hiona and Hiotissa, will participate in Scorpio’s Handymax Tanker Pool, one of the few major recognised pools for this segment, with more than 30 vessels currently entered. 

NewLead has signed the seven-year-old pair of 37,300 dwt tankers into the pool for a minimum of one year, starting in the second quarter of 2011 after expiry of their existing employment. 

As it has publicly announced, as a result of the move NewLead expects to profit from “premium spot market opportunities” while being fully employed. 

But there are a number of additional considerations behind the Piraeus-based owner’s decision to join the pool. 

Hiona and Hiotissa, which were purchased from BP about four years ago, had already been fixed on normal time charter employment to Scorpio, which is based in Monaco. 

“In the last four years, we developed a solid relationship through good and bad times and we have both been satisfied with how the other has performed,” Mr Zolotas tells Lloyd’s List. “We were happy to take that relationship a step forward.” 

NewLead has followed the specific pool closely for the last two years and it had “performed very, very well compared with the index and the spot market”. 

There is also an element of not putting all the company’s eggs in the same basket, Mr Zolotas says. 

Already diversified as the owner of 16 dry bulk carriers and six double-hulled product tankers, NewLead has now spread employment for the tanker division between different solutions. 

Apart from the pair that are participating in the pool, NewLead’s two 2006-built panamax tankers have just been chartered until 2016 with a base rate plus profit sharing based on the actual earnings of the vessels. 

The remaining pair of panamax tankers are on one-year time charters until the fourth quarter of this year and the first quarter of 2012. They are also under profit-sharing arrangements, based on the index for one tanker and actual earnings for the other. 

All the time chartered vessels are fixed with “major players”. According to Mr Zolotas, the spread of employment for the six tankers “is structured so that we enjoy a little bit of the upside, but more important is that we are hedged on the downside”. 

A number of Greek owners have demonstrated enthusiasm for the pooling concept. George Economou, co-owner of the Heidmar Marine pool managing entity comes to mind. Only last year saw Hellespont, based nowadays in Germany, launch a new chemical tanker pool. 

Mr Zolotas does not see any noteworthy rise in Greek appreciation for tanker pooling beyond what is warranted by the market. 

“The pool can give some sort of visibility and a degree of security over the longer term,” he says. 

“It is a good investment for an owner with a large fleet of tankers to put some in a pool. It is a good source of information and a good way of trending the market. 

“Smaller owners know about pools, too, but often they do not feel comfortable having someone else do their commercial management for them.” 

Despite hedging its bets, NewLead says it is fairly bullish on product tankers and is looking to acquire further vessels whenever it can. 

“We will stick to the product side and also look at vessels which are a little bigger,” says Mr Zolotas. 

Ultimately, the company would like to balance its portfolio in terms of the numbers and capacity of tankers on the one hand and bulkers on the other, he adds. 
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