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• Long-term  
recession of 
shipping 
business 

• Government-led 
discussions on 
supports for 
shipping 
business 

Korea 
Maritime 
Finance 

Corporation 

Korea 
Ship 

Finance 
Corporation 

Shipping 
Guarantee 

Fund 

▪ Established 

   - December 2014 

 

 
▪ Business Area 
   - Guarantee Insurance 
     (Financial Obligation Guarantee Insurance) 
 

▪ Paid-in Capital (Oct. 2016) 
  - KRW 133.8 bn (USD 118 mn)  
      ∙  Public : KRW 100.0 bn 
      ∙  Private : KRW  33.8 bn 

How We Were Born 
 



Purpose 

 Enhancing competitiveness of businesses which are 
sensitive to economic environment through stable 
guarantee supports 

  Guarantee insurance for shipping companies’ purchase of 
vessels 

  Guarantee insurance for other projects (Aviation, SOC, Plant ) 

Business Area 

Shareholder Structure 

37.4% 

37.4% 

25.2% Shipping  
Companies 

Who We Are 
 



Shipping 
Fund 

SPC 

Charterer 

Ship-
Builder 

Sub-
Charterer 

Senior 
Creditor 

Junior 
Investors Junior 

Investment 

Repayment 

Korea 
Maritime 

Guarantee 
Insurance 
(KMGIC) 

Enhancing 
Credit 

Junior 
Investment Repayment 

Repayment 

Senior 
Loan 

Delivery 
Vessel 

Vessel 
Payment 

Charter 
Vessel 

Charter Fee 

Charter Fee 

Sub-Charter 
Vessel 

※ The product development 
for senior loan is under way 

What Our Business Model Look Like 
 



  Entering the new market for junior loans 
  Increasing BIS ratio 

  Facilitating the fundraising from investors 
  Reducing the credit risk of junior investment  

  Mitigating financial burdens 
  Reducing the search cost  

CREDIT MARKET 

SHIPPING 

CAPITAL MARKET 

What Roles We Play in the Ship Finance Marketplace (1) 
 



Banks 
Credit 
Market 

1 

Significance 

Securities Firms 

• Creating the Two Tranche Business Model 

• Reducing credit risk via risk transfer  

• Improving BIS ratio by reducing the weights 
of risk assets 

• Creating additional shipping financing 
opportunities from BIS ratio enhancement 

• Partners 

• Facilitating the recruitment of junior 
investors based on KMGIC’s guarantee 

• The transfer of credit risks from junior 
investment through guarantee insurance 

• Developing diverse structured products by 
utilizing our credit enhancement programs 

Capital 
Market 

2 

Capital Companies 

Insurance Companies 

What Roles We Play in the Ship Finance Marketplace (2) 
 



Significance Current Status 

Shipping 
Companies 

3 

What Roles We Play in the Ship Finance Marketplace (3) 
 

 Deteriorating ship financing   
environment due to prolonged 
recession in shipping business             
(esp. junior financing) 

 

• Difficulties of shipping 
companies in securing fleet                     

• Financial Institutions’ 
reluctance to engage in ship 
financing 

• Rising funding costs 

• Weakening collateral value of 
the vessels, prompting 
senior lenders’ request for 
additional collaterals or 
partial repayment 

① Financial institutions are more 
willing to participate in ship 
financing programs  

② The shipping companies’ 
credit ratings could be 
compensated by KMGIC’s 
credit enhancement.  

③ Funding costs are reduced 
due to financial institutions’ 
lowered required rate of 
return.  

④ Searching costs are reduced 
with easy access to capital 
marketplace.  

⑤ Junior financing could take 
the place of the collateral 
shortage problem  



(Oct, 2016) 

※ PCTC : Pure Car Truck Carrier 

    DWT : Dead Weight Ton 

    TEU : Twenty-Foot Equivalent Unit 

    CEU : Car Equivalent Unit 

Type Bottom 
Insured 
Amount 
(KRW) 

No. of 
Vessels 

Tanker 543,000 DWT  60bn 4 

Bulk 857,000 DWT 75bn 5 

Container 5,400 TEU 15bn 3 

PCTC 15,000 CEU 30bn 2 

  Accumulated insured amount 

    - Approximately KRW 180 bn  

      (USD 159mn) 
 

  Accumulated insured ships 

    - 14 ships 
 

  Type of Supports 

-  New shipbuilding 

-  Resale Finance  

-  Refinancing 

What Roles We Play in the Ship Finance Marketplace (4) 
 - Performance 



Phase 1 
Phase 2 

Phase 3 

Phase 4 

Strengthening 
exclusive position 

in the maritime 
guarantee market Expanding ship 

finance guarantee 
market 

Improving stability 
through portfolio 

diversification 

Evolving into a 
comprehensive Maritime 

Financial Group 

 
Products  

Targeting SMEs 
 Comprehensive 

Maritime Financial Group 

※  Securing license / Entering low-risk market first 

Senior Loan  
Guarantee Products 

Entrance into Performance  
Guarantee Market 

Products Targeting  
Foreign Shipping Companies 

Tonnage Bank 

※  Targeting guarantee market for senior loans for domestic shipping companies 

Mezzanine  
Guarantee Product 

Megaship Projects 

What We Intend to Do for Our Future Growth 
 



〮  Supports for securing ships by expanding guarantee function 
〮  Activation of the Tonnage Bank, etc. 

Private Financial 
Institutes 

Policy Finance 
Institutions 

Shipping 
Companies 

Shipbuilder 

Shipping 
Fund 
(SPC) 

Senior 
(60%) 

Junior 
(30%) 

Equity 
Investment 

(10%) 

Guarantee for junior 
investments when 
increasing capital 

〮 Adding budget of KRW 65 billion (Planned budget 40 billion) 

Strong Interests by Government 1 

'14 '15 '16 '17 '18 '19 Total

270 

65 

105 

40 
60 

(KRW in billions) 

Government’s Development Plan                             
(by the Ministry of Oceans and Fisheries) 

Mega-ship Fund Project 

Supplementary Budget Injection 

※  Government’s capital injection schedule is subject to change  

Opportunities 
 



 Subsidiary of Korea’s leading policy banks which are major players in ship financing 

KDB Ocean Value Up Fund (USD 1bn) KEXIM Eco Ship Fund (USD 1bn) 

 Collaboration with the Marine Finance Center (KDB, KEXIM) in ship financing projects 
which was established by the government in Busan 

Junior investment fund to support domestic 
and foreign shipping companies for building 
new ships and purchasing used ships 

Junior investment fund to support domestic 
and foreign shipping companies for 
securing high-efficiency ships 

Guarantee 
Insurance 

Guarantee 
Insurance 

Stable Shareholder Structure 2 

Opportunities 
 



 Korea’s unique guarantee insurer specializing in junior investment guarantee for 
shipping business with accumulated ship financing guarantee capabilities 

•  Maximize synergy through providing  
 guarantees by value chain of shipping  
 finance 

Guarantee Expansion Maritime Financial Group 

•  Require legal review in case of establishing 
the Tonnage Bank as a subsidiary 

Guarantee 
Institution 

Maritime  
Financial Group 

Tonnage  
Bank 

Ship  
Management 

The only junior investment guarantee institution in Korea 3 

Growing into Maritime Financial Group 4 

Opportunities 
 

Guarantee 

Ship 
Operation 

Ship 
Purchase 

Fund-
raising 



Plant 
New & 
Renewable 
Energy 

Resource 
Development 

Construction 

Port 
Operation 

Offshore 
Drilling 

Railway 

Aviation 

Expanding the guarantee portfolio 5 

Opportunities 
 



• Difficulties in ordering new 
ships by shipping companies 
due to prolonged slump in 
shipping business 

• Shrinkage of loans by lenders 
due to decrease of ship 
financing and increase of risks 
associated with shipping 
business 

Demands for new 
ships and ship 
financing continue 
to decrease, 
resulting in 
shrinking  
guarantee business 
opportunities 

Recession of Shipping 
Business Plunge of Ship Financing Reduction of 

Market Size 

Shrinking guarantee business opportunities 1 

Challenges 
 



'15 '16 '17 '18 '19 Total

Private Investment Attraction Plan 

• Shipping companies (KRW 33.8 bn) 
      - Sep. 2015 (KRW 14.6 bn) 
      - Dec. 2015 (KRW 10.2 bn) 
      - Jul.   2016 (KRW 9.0 bn) 

• Shipping and shipbuilding companies 
cannot afford to invest in KMGIC due 
to unfavorable market environment 

Current Status 

Difficulties 

• KMGIC intends to accelerate IR 
activities to attract other sources of 
private investment. 

Existing investments 
by private sector 

(KRW in billions) 

Future investment 
attraction plan 

Action Plan 

Task Ahead 

Capital attractions from private sectors are not satisfactory 2 

Challenges 
 

25 

73 

65 

52 

40 

50 9 

280 
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