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The Chairman’s Report for the 2021 financial year 

Another year has passed with covid-19 as the recurring theme. Fortunately, the implications of 

the virus were far less severe in 2021 compared to 2020. Restrictions continued to characterise 

our everyday life and employees worked remotely for large parts of the year while procedures 

at the office were adapted to limit the risk of infection among employees. Travel restrictions 

complicated client meetings abroad but we still managed to uphold close dialogues with 

existing and new clients and grow the loan book. The annual client survey granted us a global 

number one ranking, confirming that we are still a valued partner to our clients even in times 

where we are unable to visit them in person. There is still some way to go before we reach the 

targets we have set for our loan book but we are confident that we will take another meaningful 

step this year. 

As covid-19 gets increasingly under control, we had hoped to return to a state of normality in 

2022. Russia’s dreadful attack on the Ukrainian people derailed this expectation and marks a 

dark time in European history. I would like to underline that Danish Ship Finance does not 

have any Russian clients or exposure and that we do not expect significant business impact as 

a result of the war. Under these tragic circumstances we have been reassured that our careful 

approach to client selection is the right strategy for us. Our thoughts are with the Ukrainian 

people and we hope that there will be put a stop to the meaningless war soon. 

During the annual strategy review we took an important decision regarding our role in 

shipping’s green transition. Shipping is what we do, and we are committed to the industry and 

supporting our clients. The biggest challenge facing our clients today is how to transition to 

carbon neutral shipping. We have been building up our competencies in this area for the past 

couple of years and combined with the deep sector knowledge we have within shipping in 

market research, marine insurance, technical inspections, ship finance law etc. we believe we 

can assist many of our clients in navigating this transition.   

Therefore, financing the transition to a carbon neutral shipping industry is now the second pillar 

of our strategy. The first being generating attractive shareholder returns. To ensure progress 

we have set a number of short- and longer-term targets that will help instigate the desired 

change in the industry: 

Already in 2022, 30% of new lending must have sustainability-linked margins. 

By 2025, we will only make new loans to clients who are actively engaged in the sustainable 

transition and our portfolio must be fully aligned to the Poseidon Principles trajectory. 

By 2050, our portfolio must be carbon-neutral. 

We look forward to actively working with our clients and with the industry at large to support 

the transition. 
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Shipping markets 

The shipping industry rebounded in 2021 after a challenging 2020, shaped by the covid-19 

outbreak. Some segments experienced a fast recovery, while others remained below pre-covid 

levels. The Container and Dry Bulk segments were the main drivers behind the significant 

increase in overall earnings index, which surged to a 13-year high in October 2021 at USD 

42,600 per day (measured by the Clarksea Index). At year-end, the index stood at around USD 

36,000 per day compared to a level of USD 15,000 per day for large parts of 2020. 

Seaborne trade volumes largely regained their lost territory during the year, but the recovery 

was uneven. Container, Dry Bulk and Gas Carriers saw strong demand growth and high freight 

rates and some shipowners and operators adjusted to the sudden rebound in demand by 

increasing vessel speeds and reducing lay-ups. Demand for Oil Tankers remained below pre-

covid levels due to massive stock drawings. 

Increased market activity was also visible when looking at sale and purchases which reached 

7% of the fleet, a level not seen since 2007. This reflects the fact that immediate access to 

vessels was highly valued by shipowners. Secondhand prices for especially Container and Dry 

Bulk vessels surged to high levels, albeit still well below the levels leading up to the financial 

crisis in 2008. 

Contracting increased significantly for Container and Gas Carriers, but low yard availability 

and low decarbonisation transparency kept shipowners from ordering new Dry Bulk vessels 

and Oil Tankers. Despite the increased activity, the global orderbook is still relatively small at 

only 10% of the world fleet. The relatively small orderbook in most segments and increasing 

scrapping potential will be mitigating factors for rates and values when the current logistical 

bottlenecks are resolved. 

Seaborne trade volumes are expected to continue to increase this year, but the situation in 

Ukraine and the sanctions placed on the Russian economy increases the uncertainty of the 

outlook. The short-term effects are likely to push freight rates and ship values upwards in some 

segments, but in the longer term, the sanctions could lead to lower economic growth across 

large parts of the world, and possibly have a negative impact on seaborne trade volumes. 

 

Lending 

The rebound in many shipping segments in 2021 boosted demand for ship financing and our 

loan book grew by 12% year-on-year to DKK 37.5 billion. New loans equal to DKK 9.4 billion 

were disbursed and new accepted loan offers amounted to DKK 10.3 billion. Sustainability-

linked loans with margins linked to CO2 emissions are becoming increasingly prevalent in the 

industry and 20% of the accepted loan offers in 2021 had sustainability-linked margins. 

Although the developments in the shipping market was favourable to our business, it also 

limited the need for financing for some clients, which put downward pressure on margins at 

the start of the year. Increased competition among bank and leasing companies, especially for 

shipping companies with strong balance sheets, maintained margins at fairly low levels 

throughout the year. We expect this to continue this year.  
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Competition will remain strong going forward. We expect some of the European banks that for 

the past couple of years have been scaling down their exposure to shipping to attempt to 

stabilise or even increase their market shares. We are also seeing Asian banks increasing their 

presence in the international ship finance markets and Chinese leasing companies are still 

accountable for a large part of the ship finance market, especially for newbuilds and sale-

leaseback transactions. Nevertheless, we still experience that our business proposition 

resonates well with our clients’ needs and find that there is plenty of room for us to continue 

growing our loan book. The client survey result was a testament to that.  

 

Funding 

We maintained our strong funding position and completed our third EUR covered bond 

issuance in the fall of 2021. The issuance was executed simultaneously with a switch tender 

where we repurchased some of our existing shorter dated EUR bonds. This is a practice that 

we often use in the Danish market, and we were pleased that it was well received by our EUR 

investors as well. It will be a valuable tool for managing our liquidity in the EUR market going 

forward.  

Our EUR covered bond programme now accounts for 24% of outstanding bonds, which 

amounted to the equivalent of DKK 46.4 billion at year end. We issued the equivalent of DKK 

9.6 billion and bought back the equivalent of DKK 6.4 billion during 2021 in the DKK and 

EUR markets combined. 

S&P confirmed our ratings and stable outlook, demonstrating how our conservative approach 

to credit risk and robust capital position provides a cushion during changing business 

conditions. 

 

Financial performance 

Turning to the financial performance, I would like to start by highlighting that net profits for 

2021 ended at DKK 254 million, up from DKK 117 million in 2020. The strong performance 

on the lending side was the main driver behind the increase, and net interest income from 

lending grew by 8% to DKK 541 million. The Board of Directors found this to be a very 

welcome and positive development.  

The strengthening in the shipping markets also had a positive effect on the already strong credit 

quality of the loan book, which combined with lower expected credit losses on non-performing 

loans, generated a DKK 39 million reversal of loan impairment charges.  

Our non-performing loans exposure was brought down by DKK 0.5 billion to DKK 1.9 billion, 

which lowered the net NPL ratio to 3.0%, compared to 4.2% in 2020. The weighted average 

loan-to-value ratio after loan impairment charges declined to a healthy 44%, down from 54% 

in 2020, reflecting the increase in vessel values. 
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Following a year with elevated write-offs on account of our non-performing Offshore exposure, 

net write-offs have begun to level off, coming down from 2.1% in 2020 to 0.8% of the average 

loan book in 2021. We expect this trend to continue in the coming year.  

The fixed income markets have been very challenging in 2021 and the investment of our own 

funds in mostly ‘AAA’ bonds generated a negative return of DKK 100 million. Our portfolio 

of Danish government and mortgage bonds suffered under the inflationary pressure and 

increased uncertainty in most developed markets. Our already conservative risk profile was 

tightened further during the year. Although the performance was on par with or better than that 

of many external fund managers, we aim to achieve a better absolute result in 2022. 

Costs normalised at DKK 167 million. The partial resumption of travel and other activities as 

well as the restoration of bonuses accruals, that had been reduced in 2020, brought costs back 

to the 2019 level. 

The year’s result allowed us to pay a DKK 38 million dividend to the Danish Maritime Fund, 

through which we contribute to the growth and development of the Danish Maritime sector. 

Looking back at our contributions since 2005, when we were converted into a limited liability 

company, our total contributions now stand at close to DKK 800 million.  

 

Balance sheet 

Although the loan book increased, total assets decreased to DKK 54.5 billion from 59.8 billion 

in 2020, primarily because the risk profile of the investment portfolio was tightened. Net 

lending after loan impairment charges stood at DKK 36.3 billion by year end, up from DKK 

31.9 billion in 2020. 

The capital ratio remained very strong at 20.1%. 

 

Remuneration 

According to the Danish Financial Business Act, the Chairman of the Board shall address the 

management’s remuneration in the past financial year as well as expectations for the current 

and coming financial year. I will allow myself to refer to the recently published Remuneration 

Report 2021, which is available on the company website for details.  

The Remuneration Policy was amended last year to ensure that incentive bonuses in general, 

to a larger extent than previously, are tied to the return for A-shareholders. Due to the improved 

result in 2021, the Executive Board was awarded incentive bonuses equal to approx. 70% of 

the maximum obtainable value. Base salaries saw an increase of 2%.  

According to the legislation, it is also my duty to express expectations for any adjustments in 

the remuneration for the next year. We expect to adjust the Executive Board’s remuneration in 

line with prevailing market conditions. 
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Board evaluation 

The Board of Directors carried out its annual evaluation in December 2021 with the aim of 

ensuring that the composition and special competencies of each member enable the Board to 

perform its duties and make sure that Danish Ship Finance create value for all stakeholders. 

The results showed good alignment and cooperation among members and with the Executive 

Board. The Board will work on a number of agreed focus areas in 2022. 

 

Corporate culture 

As the Chairman, I also have to mention our approach to ensuring a healthy corporate culture, 

originating from an amendment made to the Danish Financial Business Act. We continue to 

support the objective. 

 

Closing remarks 

Looking back at the year, we are pleased with having resumed the growth trajectory that were 

abruptly stifled by the covid-19 outbreak in 2020. Despite all the hardship brought about by 

the pandemic, it has been encouraging to witness how quickly we adapt to new circumstances. 

I have said it before, but I would like to reiterate my gratitude for the way our employees have 

performed under these difficult and unusual circumstances.  

In 2022, our focus will remain on ensuring continued growth and profitability, enhancing the 

work we do to further the sustainable transition, and making our business processes even more 

robust. Although the 2021 result was a significant improvement, we still have some way to go 

before we fully utilise our strong capital base.  

We will have to navigate an outlook that is becoming increasingly uncertain due to the war in 

Ukraine, the increasing inflation and higher energy prices. The repercussions are likely to be 

extensive and long-lasting, affecting the entire global economy. During such difficult times, 

we find comfort in our strong starting position and the very strong credit quality, and of being 

part of an industry that has specialised in operating through crises. Danish Ship Finance and 

shipping are accustomed to dealing with volatility.   


