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has brought new challenges for the con-
tainer bease industry, as well as yet further
COMpany sLam-ups,

Foremost amang these is XINES Lid (pro-
nounced ‘sheeness’), which commenced opera-
tions in April 2005, and already has its sight
firmly set on entering the big league. The com-
pany is hacked by imvestors in Hong Kong, but
has its operating headquarters in Hamburg and
regronal offices in China, Taiwan, South Korca,
Japan and Brazil {as well as Genmany and Hong

Thc changed market of the past three years

).

Irs fleet had reached TTLNITEL by late
July, when the mix comprised almost
15,000TEU of equipment carrying the XINES
foges, plus a further 55,600TEL in various ship-
ping line colours. The latter was bought from a
separate financier during June 2006, in a one-
off transaction, and might yct be resold again at
some point in the future,

XINES has been acquiring its own liveried
stock at a rising ratz of 3000-3N0TEL per
month since its orginal launch, building up to a
25,000TEU size at end-2005 and 85,000TEU by
the eompany’s second anniversary, in April this
vear, It currently operates only standard dry
freight equipment, which included an approsi-
mate split (by unit) of 65% 20ft, 8% 40ft and
275 400 high-cube al mid-2007. The vast
majority of equipment is on standard long-term
lerse of five vears’ initial duration.

XINES is headed by president and major
shareholder Mark Wilkinson, who was mstru-
mental in creating the company. His involve-
ment in the container industry stretches back
over 20 years previous to this, vaniously with
ITS, CMA and, more latterly, Capital Lease. He
was, i fact, the seoond emplovee to join
Capital, back in 1997, and spenl eight years
waorking in all its important departments, nsing
to the position of execulive vice president.

Wilkinson departed from Capital early in
M5, when he was approached by an investor
party imerested in funding 2 brand new lease
venture, This ‘felt like the right move’, and that
his spell at Capital had given him the cxpericnec
needed to start a box lease Gnm lrom saateh.

Although aspiring to an eventual top rank-
ing. Wilkinson is currently keener to manage
XINES' growth, rather than blindly aiming at
Neet expansion for the sake of iL.

New blood

XINES Ltd might be a relatively recent box rental entrant, but it is
already aiming for longevity and a top placement. Andrew
Foxcroft spoke recently with XINES president, Mark Wilkinson,
and learnt more about this newest breed of lessor.

He explained: ‘If the company grows too
fast, it creates unnecessary problems, although
too slow an increase will not achieve the
economizs of scale necded 1o gain a foothold.

He reporis, nevertheless, that XINES has
so far recenved good support from customers,
suppliers and investors alike, which bodes well
for the future,

The initial growth of XINES has, in
Wilkinson's opinion, also coincided with subtle,
but fundamental, changes affecting the style and
substance of the modern container lease busi-
ness. As there is increasingly litthe to differenti-
ale individual participants, in terms of their
respective product ranges or lease portfolics,
the quality of management and staff becomes
ever-more imporant. A lessor’s financing acu-
men has also taken more of a front seal i very
recenl years, s investment returns have shrunk,
and the cost (rather than availability) of capital
becomes critical.

In explaining that the box lease business is
now more standardised than ever before,
Wilkinscn stated that ‘the better the people you
have working for you, the better are the results
achicved’,

This applies cqually to the mising of
funds, procurement of containers,
ncgotiating of rental terms/fcondi-
tions and subscguent back-up, To
this end, XINES has put togeth-
er a relatively young team, with
some manzgers recruited from
outside the container industry,
n an allempl 10 bring new
perspective to the business,
These have included Sven
Klabe, vice president of mar-
keting, who came from the
Hertz organisation, and Kai
Hoplner, vice president of finance
and administration, from Ernst and
Young., Although he admits that
this influx of ‘outside blood” has
been challenging, the guick apti-
tude and varied experience of such personnel
has generally brought & new dynamism of its
WL

Wilkinson further stressed that box rental
firms today need a sound understanding of
financing options, as the cost of capital is the
main determinant of rentzl rates, and imcreas-

Mark Wilkinson, XINES

LEASING

ingly decides whether shipping lines opt 1o lease
in favour of buyingfinancing their equipment
direct. In comsequence, the relationship
between a rental fArm and its financiers is
becoming as important as that held with cus-
tomers, In this respect, container leasing i
todey not much different 1o many other main-
stream industry scetors, and less able to trade on
the more idiosyncratic approach taken by cer-
tain companies/individuals in the past.

XINES' financing has so far been litthe dif-
ferent to many of its competitors, as it has made
heavy use of private equity funding — mainky
from K(i sources — since starting up. However,
Wilkinson stated that bank credit has also been
raised, and has gained impontance as the com-
pany maturcs and cnters its next phase of
growth

He wold CF; ‘Even though most banks are
todtay reccptive to the idea of investing in con-
tainer equipment, as they better understand the
risks associated with this asset class, it i still not
possible o grow a very young company purely
using bank finance. because many lenders
require a track record in onder o commil
Instead, private cquity has long filled the gap,
which, although costlier, & generally nore plen-
tiful and easily accessed.”

This has certainly been the case throughout
the past decade, but could change in future, as
some sources of private equity (and KG funds,
in particular) switch to serve ather industries —
including the airline sector — from which they
hope to generate a better return. Wilkinson sug-
gested that some sources of private equity might
b shut oul altogether, as wvestment returms
come under ever-preater pressure, and leasing
firms are increasingly caught between the rela-
tively high cost of containers and increased pur-
chasing power of shipping lines — itsell a prod-
uet of dramatic growth at the very top. The
ultimate end product will be a further
consalidation within the hox lease
SECHOL.

Looking abead, Wilkinson
was therefore in no doubt that
the comtamer lease industry

faces further change: “We ane
enlering an interesting — if
challenmng — cycle. Many
prominent industry figures ane
now diparting or contermplat-
ing an cxit. Box rental i contin-
uing o evolve ~ only 10 vears
ago, it was siill relatively easy w
purchase and lease oul containers,
although financing was then harder
1o raise.

Today, the reverse applies,
since all container lessors are better-placed to
attract capital, but squeesed by the increased
sclling pewer of box factories and greater pur-
dhasing clout of shipping lines. In short, a par-
ticipant will have to be both lean and sophist-
cated in order to survive in the increasingly pres-
sured hox rental market of the future. (&7
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