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Ship foreclosures are down in the US as the shipping industry experiences "the biggest bull market we've ever seen," Lawrence Rutkowski, a lawyer specializing in maritime issues, said Wednesday at the Connecticut Maritime Association's Shipping 2007 conference. 

The shipping industry's bull market is itself a result of surging demand in recent years for the movement of commodities around the world. Several speakers at the conference, which began Monday, mentioned the prosperous times the industry is now experiencing as demand to move cargos in a global economy skyrockets. 

On the sidelines after his speech, Rutkowski explained that "in boom times, you don't see as many foreclosures" as during less prosperous times, as foreclosure costs can be high and time-consuming. "Once the foreclosure begins, other creditors [those owned money] will jump in," and this typically extends the duration of the foreclosure proceeding. 

When profits are healthy for banks and other lenders, as is the case now for many in the shipping industry financing sector, it is often deemed financially prudent to forego or delay a foreclosure, Rutkowski said. In less prosperous times, going after a delinquent borrower through foreclosure may be seen as a means of boosting revenue or limiting losses. 

Some foreclosures against vessel owners are initiated by bunker fuel suppliers. One such case handled by Rutkowski's firm, New York-based Seward & Kissel LLP, involved a ferry based in Rochester, New York -- "a high-speed catamaran" which operated between Rochester and Toronto -- that was "arrested" by US marshals after a foreclosure action was initiated by a bunker supplier. 

Rutkowski said: "They weren't getting paid for the bunker fuel." The case ended last year with the sale of the vessel, which is now in Turkey. --Xavier A. Cronin, xavier_cronin@platts.com 

