
Patrick Capobianco Christian Askjær Donkild

Submission date: 2nd of November 2015
Number of characters: 236,479

Risk Management in O.W. Bunker A/S
Risikostyring i O.W. Bunker A/S

Master Thesis 
Master in Business Administration and Commercial Law 

Copenhagen Business School

Written by:
Christian Askjær Donkild
Patrick Capobianco

Supervisors:
Veronica Grembi
Patrik Lindskoug



 

3 of 129 

Table of Content 
Abbreviations and Definitions: ..................................................................................................................... 6!

Abbreviations: .......................................................................................................................................... 6!

Definitions and Explanations: ................................................................................................................... 6!

- Chapter 1 - ................................................................................................................................................. 8!

1.1 Summary in Danish ................................................................................................................................ 8!

1.2 Thesis Statement ................................................................................................................................... 9!

1.3 Choice of Topic and Thesis Statement .................................................................................................. 9!

1.4 Methods ............................................................................................................................................... 10!

1.4.1 Economical Method ...................................................................................................................... 10!

1.4.2 Legal Dogmatic Method ................................................................................................................ 11!

1.4.3 Politico-Legal Method ................................................................................................................... 12!

1.5 Key Assumptions ................................................................................................................................. 12!

1.5.1 The Random Walk Theory ............................................................................................................ 12!

1.5.2 The Market Goes Up ..................................................................................................................... 13!

1.5.3 Players will be Rational ................................................................................................................. 14!

1.5.4 Systematic and Unsystematic Risk and Diversification ................................................................ 14!

1.5.5 Speculation ................................................................................................................................... 14!

1.5.6 Marine Fuel ................................................................................................................................... 15!

1.6 Scope of Thesis and Delimitations ....................................................................................................... 16!

1.6.1 Legal ............................................................................................................................................. 16!

1.6.2 Project Oak ................................................................................................................................... 16!

1.6.3 Value at Risk (“VaR”) .................................................................................................................... 17!

1.6.4 Fraud in DOT ................................................................................................................................ 17!

1.6.5 Managers in OWB ......................................................................................................................... 18!

1.7 Source Criticism ................................................................................................................................... 18!

1.7.1 Skouboe, Jakob; OW Bunker Insidernes fortælling om det dramatiske kollaps ........................... 18!

- Chapter 2 - ............................................................................................................................................... 19!

2.1 OWB – the Business Model ............................................................................................................. 19!

2.2 Events of Importance: ...................................................................................................................... 21!

2.3 History of OWB ................................................................................................................................ 22!

2.3.1 The Foundation and Early Years .................................................................................................. 22!

2.3.2 OW Bunker as an Independent Company .................................................................................... 23!

2.3.3 New leadership – CEO Jim Pedersen .......................................................................................... 24!

2.3.4 Kenneth Rosenmeyer as Head of Risk Management ................................................................... 25!

2.3.5 Increasing Competition on the Danish Bunker Market .................................................................. 26!



 

 

2.3.6 Altor’s Acquisition of OWB ............................................................................................................ 27!

2.3.7 The Financial Crisis ...................................................................................................................... 28!

2.3.8 Dynamic Oil Trading ..................................................................................................................... 30!

2.3.9 Altor’s Wish to Divest OWB .......................................................................................................... 31!

2.3.10 The IPO of OWB ......................................................................................................................... 33!

2.3.11 The Resignation of a Key Person ............................................................................................... 35!

2.3.12 The Market Changes .................................................................................................................. 35!

2.3.13 The Motorboat and the Sailboat .................................................................................................. 37!

2.3.14 The Beginning of the End ........................................................................................................... 38!

2.3.15 The Bank Consortium ................................................................................................................. 38!

2.3.16 Red October and Bankruptcy ...................................................................................................... 39!

- Chapter 3 - ............................................................................................................................................... 42!

3.1 Risk Management Theory ................................................................................................................ 42!

3.1.1 Introduction to Risk Theory ........................................................................................................... 42!

3.1.2 Risk Assessment and Hedging of Risk ......................................................................................... 43!

3.1.3 Modigliani-Miller Theorem ............................................................................................................. 44!

3.1.4 Risk Diversification or Hedging ..................................................................................................... 45!

3.1.5 Hedging to Separate Manager Performance from Factor Risk ..................................................... 46!

3.1.6 Hedging versus Speculation ......................................................................................................... 48!

3.2 Game Theory - Explanation of Games and Player Incentives ......................................................... 49!

3.2.1 Normal-Form Games .................................................................................................................... 49!

3.2.2 Sequential Games ........................................................................................................................ 51!

3.3 Principal and Agent Theory .............................................................................................................. 52!

3.3.1 Incentive alignment ....................................................................................................................... 52!

3.3.2 Moral Hazard ................................................................................................................................ 53!

3.3.3 Hidden Action and Outcome-Based Contracts ............................................................................. 54!

3.3.4 Outcome-Based Contracts in Risk Management .......................................................................... 54!

3.3.5 Shifting Risk of Investment from the Principal to the Agent. ......................................................... 54!

3.3.6 Measurement of Investment Agent Performance ......................................................................... 57!

3.3.7 A Firm as a Nexus of Contractually Controlled P&A Relations: .................................................... 60!

3.3.8 Monitoring Management ............................................................................................................... 61!

3.3.9 Trade-Off between Portfolio Diversification and Improved Monitoring of Management ................ 62!

3.3.10 Downsides of Using Outcome Based Contracts. ........................................................................ 63!

3.3.11 Outcome Based Contracts - Signals to the Market ..................................................................... 64!

3.4 The Game in OWB ........................................................................................................................... 64!



 

5 of 129 

- Chapter 4 - ............................................................................................................................................... 67!

4.1 The EU Prospectus Directive ........................................................................................................... 67!

4.2 Danish implementation of EU rules .................................................................................................. 69!

4.3 Danish Case Law ............................................................................................................................. 71!

4.3.1 The Hafnia case ............................................................................................................................ 71!

4.3.2 The bankTrelleborg case .............................................................................................................. 71!

4.3.2.1 Liability in the bankTrelleborg case ............................................................................................ 73!

4.3.2.2 Loss, Causation, Predictability and Contributory Negligence .................................................... 73!

4.3.3 Judgement by the Maritime and Commercial High Court, 20. of January, 2012 - the “Difko case”
 ............................................................................................................................................................... 74!

4.4 The OWB Analysis ........................................................................................................................... 76!

4.4.1 Faulty or Negligent Behavior: Information concerning derivatives ................................................ 76!

4.4.2 Faulty or Negligent Behavior: Information Concerning Debtor Risk ............................................. 85!

4.4.2.1 Faulty or Negligent Behavior Outside of the Prospectus ........................................................... 90!

4.4.3 The General Assessment of the Prospectus ................................................................................ 91!

4.4.4 Loss, Causation, Predictability and Contributory Negligence ....................................................... 92!

4.4.4.1 Loss ........................................................................................................................................... 92!

4.4.4.2 Causation and Predictability ...................................................................................................... 92!

4.4.4.3 Contributory Negligence ............................................................................................................ 93!

4.5 OWB Legal Conclusion .................................................................................................................... 96!

- Chapter 5 - ............................................................................................................................................... 97!

5.1 Altor’s Incentives .............................................................................................................................. 97!

5.1.1 Differences in Expected Payoff ..................................................................................................... 99!

5.1.2 The Valuation Differences of OWB ............................................................................................. 101!

5.1.3 The Difference in Incentives Behind Due Diligence Versus Prospectuses ................................. 103!

5.1.4 The Gamble ................................................................................................................................ 104!

5.1.5 The Legal Sequel - “Lex OWB” ................................................................................................... 106!

- Chapter 6 - ............................................................................................................................................. 109!

6.1 Conclusion ..................................................................................................................................... 109!

- List of sources - ..................................................................................................................................... 110!

- Appendixes - .......................................................................................................................................... 115!

 
 
 
 
 
 



 

 

A Special Thanks to... 
We would like to thank our supervisors, Veronica Grembi and Patrik Lindskoug, for their support 
in our creation of the thesis, and their guidance of theory and topic selection. We would also like 
to thank our families for the countless hours of listening to our discussions of the case and 
thesis, and for assisting in the creation of the cover page and proofreading. We hope that you, 
dear reader, will enjoy the thesis. Happy reading! 
 
Abbreviations and Definitions:  
Abbreviations: 
CBS  Copenhagen Business School 
DKK    Danish Krone 
DOT    Dynamic Oil Trading (Singapore) Pte Ltd. 
DR  Danmarks Radio 
ESMA  European Securities and Markets Authority 
EU  The European Union 
IAS  International Accounting Standards 
IFRS  International Financial Reporting Standards 
IPO   Initial Public Offering 
KPI  Key Performance Indicator 
MT  Metric Tons 
M&M  Modigliani-Miller Theorem 
OWB    O.W. Bunker A/S 
TEU  Treaty on the European Union 
TFEU  Treaty on the Functioning of the European Union 
TMS    TankOil Marine Services 
USD    United States Dollar  
VaR  Value at Risk 
VPHL  Værdipapirhandelsloven / Danish Securities Trading Act   
 
 
Definitions and Explanations: 
 
Prospectus and offering circular: 
“Offering circulars are used on issues of all types of security, for example, shares and bonds. 
The terms offering circular, listing particulars and prospectus are often used interchangeably.”1 
 
Altor Equity Partners (“Altor”): 
The owners of Altor Fund II, who were the owners of O.W. Bunker A/S. Holding 97% of the 
shares they can elect the Board of Directors and have controlling interest. 
 
 
 

                                                
1 See list of sources: Links - “Offering Circular” 
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Currencies: 
The thesis provides all amounts in DKK to improve the frame of references, however the crude 
oil price is denominated in USD as a standard reference. All numbers converted from original 
source to DKK is based on the annual average USD/DKK exchange rate extracted from 
www.oanda.com. Below, the used exchange rates are listed: 
 

Year 2008 2009 2010 2011 2012 2013 2014 

AAER2 5.3210 5.1884 5.6727 5.6951 5.6396 5.4169 6.0910 

 
Marine Fuel Grades3: 

- IFO380 & IFO180 are Max 3.5% Sulfur Bunkers  
- MDO is Max 1.50% Sulfur Distillate  
- MGO is, unless otherwise specified, a Max 1.50% Sulfur "Clear and Bright" Distillate 

 
 

 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 
 

 
 

 
 

                                                
2 Average Annual Exchange Rate of USD/DKK 
3 From the Ship&Bunker website. See list of sources for link. 



 

 

- Chapter 1 - 
 
 
The following chapter builds the foundation for the thesis, explaining among other things choice 

of methods, theories, delimitations and thesis statement. 
 

 
 
1.1 Summary in Danish 
O.W. Bunker’s konkurs d. 7. november 2014 kom som et chok for aktiemarkeder verden over. 

Indtrykket var nemlig, at virksomheden var stabil og havde en god risikoafdækning. Givet 

konkursen var dette tilsyneladende ikke tilfældet. Afhandlingen søger at afdække hvorfor 

ledelsen havde incitamenter til ikke at oplyse markedet om de risici, som var forbundet med en 

investering i O.W. Bunker, i perioden op til børsnoteringen. I denne forbindelse vil vi inddrage de 

informationer O.W. Bunker gav til markedet, både gennem prospektet men også gennem andet 

salgsfremmende materiale. Analysen af incitamenterne bygger på en spilteoretisk analyse af en 

spillers forskellige valg, og under antagelse af rationalitet hos spillerne, søger afhandlingen at 

afdække, hvorfor spilleren må have fundet størst forventet afkast, ved at handle som gjort. 

Afhandlingen benytter omfattende teori omkring risk management, hedging, incitamentsstruktur 

i principal-agent forhold, fordele og ulemper ved forskellige metoder til at sikre ejernes 

interesser i virksomhedsforhold samt teori omkring tilfældighed i forbindelse med spekulative 

investeringer. I forbindelse med denne undersøgelse, behandles også prospektansvaret i dansk 

ret, som bør være med til at afholde aktører fra at undlade information eller sprede misvisende 

information i forbindelse med børsnoteringen af en virksomhed, idet de ansvarlige vil kunne 

ifalde erstatningsansvar. Ud fra den juridiske behandling af casen klarlægges det, at de 

ansvarlige for O.W. Bunker’s prospekt har handlet culpøst og er erstatningsansvarlige for de tab 

som aktionærerne har lidt i forbindelse med køb af aktier under udbuddet op til 

børsintroduktionen og den efterfølgende konkurs. Ved at opstille spiltræ med de mulige 

strategier og deres tilhørende forventede afkast, søger afhandlingen at forklare, hvorfor 

forventningen til afkast blev større ved at misinformere markedet. Problemet opstår idet man har 

en forventet sandsynlighed for de forskellige scenarier, givet at det forventede afkast er en 

funktion af sandsynlighed for afkastet ganget størrelsen af afkast. De tidligere gode resultater i 

O.W. Bunker kan sandsynligvis have forvrænget virksomhedens bevidsthed omkring 

sandsynlighederne for afkast forbundet med de forskellige strategier, hvorfor ledelsen ikke indså 

at tilfældighed muligvis spillede en større rolle end evner. Merværdien for ejerne og ledende 
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medarbejdere i form af aktier, optioner, warrants, hæder og anerkendelse, ved ikke uddybende 

nok at fortælle om risici forbundet med virksomheden, kan derfor, grundet forvrængede 

sandsynligheder, havde været opfattet som et større forventet afkast, på trods af risikoen for at 

ifalde erstatningsansvar, end det forventede afkast ved uddybende at fortælle om alle risici 

forbundet med virksomheden inden børsintroduktionen. Ud fra denne betragtning ville det være 

naturligt at stramme reglerne, for således at opnå større samfundsnytte. Dog viser studier, at 

nogen grad af moral hazard kan være gavnligt for samfundsøkonomien, idet det overordnet set 

ville være for byrdefuldt og for hæmmende for økonomien at reducere muligheden for moral 

hazard, givet at alle virksomheder er nødsaget til at efterfølge strengere krav og ikke kun 

virksomheder som søger at sløre deres egentlige risikoprofil. Et strengere regelsæt ville 

givetvist ikke have ændret udfaldet, da sandsynligheden for at blive ikendt erstatningsansvar 

blev vurderet til at være lille, givet høj tillid til historisk performance. Incitamenterne for at 

underdrive risici eksisterede således, fordi sandsynlighederne for afkast til de forskellige 

strategier blev fejlvurderet og fordi regnskabsstandarderne tillader sløring af spekulativ profit. 

 

1.2 Thesis Statement 
How come managerial incentives to understate the risks in O.W. Bunker A/S existed, 

given the risk of civil liability through the prospectus liability in Danish law?  

 

1.3 Choice of Topic and Thesis Statement 
When OWB revealed itself to the public in 2014, Danish investors were amazed that one of the 

fastest growing and largest bunker fuel companies in the world had been growing unnoticed on 

the North Jutlandic soil for years. The story of this old fashioned company, based on proud 

traditions of good business acumen and cautiousness, charmed many investors to invest in the 

company. Nevertheless, OWB went bankrupt less than 8 months after its listing in March 2014, 

ending its public masquerade, shocking the markets worldwide. Rapidly, fraud accusations 

roamed the daily press in order to place a liability. To the public, the reasons for the bankruptcy 

seemed ambiguous resolving around speculative risk management, debitor issues in Singapore 

and a misleading prospectus. The confusion around the bankruptcy inspired this thesis. At first, 

our approach to the case was maritime liens, and whether such debitor legal instruments could 

have prevented a bankruptcy. Meanwhile researching this field, the case developed, and it 

became clear, that the interesting focus on the case were trying to identify the managerial 

incentives to oversell the company, with maritime liens playing an insignificant role. OWB 



 

 

addressed investors, through a sales brochure, investor meetings and the prospectus, arguing 

for a low risk investment in a stable and cautious company, which investors viewed as a safe 

“bet”4. According to the prospectus, OWB’s “...profits are driven by the volume of marine fuel we 

distribute and the service margin we charge our customers for each tonne of marine fuel 

distributed and not by the underlying marine fuel prices.”. As a result, the thesis seeks to 

uncover why the managerial incentives were to present the company inadequately, with the 

possibility of civil liability given the prospectus liability in Danish Law. 

 

1.4 Methods 
1.4.1 Economical Method 

Game-theoretical method:  

The game-theoretical method is characterized by the players being aware that the structural 

conditions under which they act, are not given by nature, but depend on the decisions of the 

other agents in the interaction system in which they play, and vice versa5.  This method will be 

used to describe the interactions between different players in the thesis, and to solve problems 

through backwards induction. Mainly, it will be used in conjunction with the relationship between 

Altor, through the board of directors, and the executive management i OWB. The theory predicts 

that the players will pick the strategy that maximizes their utility, given the information available. 

The information available will be able to influence which strategy will be the best choice.  

 

Principal-agent method: 

The principal agent method seeks to analyse single transactions, often between a principal, who 

employs another part, an agent, to act/decide on the principal’s behalf. The situations are 

particularly of interest, if the informations available to the principal and the agent are not 

symmetric.6  

 

The economical methods chosen in this thesis are assessed to be the most accurate tools in 

order to understand games, where one party acts on behalf of another party in a transaction, but 

also to understand how measurements can be taken by the principal to influence the strategies 

available to the agent, changing the structural conditions of the game played by the agent. 

                                                
4 Documentary by DR, Danmarks Radio, “Forført af OW Bunker” (Our translation: Seduced by OW 
Bunker). Investor and Accountant Kaj Erik Ravn and his son are interviewed, sharing their views on OWB 
and reasons for why they invested in the company. See list of sources for link 
5 Knudsen, Christian, p. 89 
6 Ibid., p. 164 
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To understand the games in this study, the thesis involves economic theories, backed by 

empirical studies.  

 

This thesis acknowledges that the above methods work under several key assumptions, which 

might be a simplified perception of reality, knowing that the simplification process could, 

unintentionally, lead to omission of influential factors.  

 

1.4.2 Legal Dogmatic Method 

In regards to prospectus liability, most of the Danish rules derive from EU directives. This thesis 

will address the liability in regards to the prospectus, when listing a company on the 

Copenhagen Stock Exchange. The legal analysis of the jurisprudence in Danish law will start by 

using the Danish legal dogmatic method, analysing the EU Law, then the Danish law, Danish 

case law, customary law and “forholdets natur7” to find the applicable law8. The applicable law is 

viewed as the result of the court, should a given case be brought to trial9. All the different 

sources of law can be used as an individual legal basis, but it is necessary to uphold the 

hierarchy in the sources of law, in order for the legal analysis to be deemed valid10.  

The method is a result of the realistic legal theory, introduced by Alf Ross in “Om Ret og 

Retfærdighed” in 195311. 

 

The focus in this thesis will be on the rules governing prospectus liability. In particular the EU 

Prospectus Directive, along with the Danish laws implementing the rules of the directives. Even 

though the case law available is limited in this area, this thesis analyses the Hafnia-, 

bankTrelleborg- and Difko-cases as the legal dogmatic method stipulates.   

 

The thesis acknowledges how these few cases all stipulate the importance of an assessment of 

the overall impression given by the company to the market, resolving in an area of the law 

                                                
7 In Danish law, Forholdets natur is a source of law, consisting of a string of legal considerations and 
principles summed into a combination of the “spirit of the law” (from L’esprit des Lois, 1748 - Charles de 
Montesquieu) and cultural traditions ( Alf Ross, p. 119, “Om Ret og Retfærdighed”). Nielsen & Tvarnø, p. 
28  
8 Nielsen & Tvarnø, p. 29. “Gældende ret” 
9 Ibid, p. 29 
10 Ibid, pp. 31-32. 
11 Ross, Alf, from p. 53 onwards 



 

 

where the judges valuations of evidence is crucial. The method from former cases it of utter 

importance, whereas verdicts of former cases do not set precedence for future cases.  

Given the importance of the assessments in such cases, outcomes could alter, depending on 

available information.  

 

1.4.3 Politico-Legal Method 

The politico-legal method is normally divided into two parts. 1) De lege ferenda, in which the 

politico-legal analysis, through a combination of legal dogmatic analysis and economic analysis, 

seeks to find whether a law is appropriate or should be changed.12 2) De sentendia ferenda, in 

which the politico-legal analysis seeks to indicate to courts how rules ought to be used in given 

cases.13 A combination of the economical analysis and the legal dogmatic analysis serves to 

legitimate the politico-legal analysis with scientific evidence14. 

This method will be used in order to answer the thesis statement, through a discussion of 

current law and best available strategies for players in the market, to obtain new suggestions on 

how the legal sequel could address problems with managerial incentives, if supported by  

economical evidence of increased societal utility.  

 

The simplicity of the economical analysis could skew the findings, invalidating the politico-legal 

analysis. Political idealistic conviction will skew a subject’s evaluation of which condition 

maximizes societal welfare the most; e.g. the balancing between legislation and a self-

regulating market.  

 

1.5 Key Assumptions 
To frame this thesis, the following assumptions are used to explain theories, concepts and 

correlations of importance:  

 

1.5.1 The Random Walk Theory 

“A market where successive price changes in individual securities are independent is, by 

definition, a random walk market. Most simply the theory of random walks implies that a series 

of stock price changes has no memory—the past history of the series cannot be used to predict 

                                                
12 Nielsen & Tvarnø, p. 29 
13 Ibid. p. 29. 
14 Ibid. p. 449 
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the future in any meaningful way. The future path of the price level of a security is no more 

predictable than the path of a series of cumulated random numbers.”15 

The theory of the random walk implies that stock prices are impossible to predict, giving us a 

fifty-fifty chance of winning or losing on a traded security. The prediction is that the random walk 

is more dominant the shorter the timeframe is, given the assumption about the market in the 

long run in 1.5.2. Short term trades, especially with derivatives with internal gearing/leverage, 

are therefore more prone to random walk, and the timing when executing the trades becomes 

more crucial, if not used to hedge a position in the underlying asset. The random walk theory 

justifies hedging, as resources spend on hedging would not create value if commodity/security 

prices were predictable.  

 

1.5.2 The Market Goes Up 

“In the long run, the stock market will go up” is a widespread perception of stock markets. The 

chart shows the inflation adjusted American stock prices from 1900 until 2012. This historical 

data supports this assumption in the following graph. 

 

Chart 1.116 

 
 

                                                
15 Fama, Eugene, p. 56 
16 Work of Pring Turner Capital Group. See list of sources 



 

 

In order for firms to justify their existence, they have to create value. This is fundamental in all 

trading and production and has been refined throughout history. There is no guarantee that this 

trend will continue, but for the purpose of this thesis, we will assume that it will. This also 

negates the effects of the random walk in the long run perspective on stocks. 

 

1.5.3 Players will be Rational 

We assume that players are rational and chooses the strategy that maximizes their utility. 

However, in reality, utility differs from player to player, increasing the complexity of the game. 

The game being equal, two players might not maximize their own utility with the same strategy. 

Therefore, the rational strategy picked by theory, might not always reflect the rational choice in 

reality.  

 

1.5.4 Systematic and Unsystematic Risk and Diversification 

The thesis assumes, that an investor is able to approximate a diversified market portfolio. 

Spreading an investment across a number of assets will eliminate some, but not all, of the risk. 

Unsystematic risk refers to the risk associated with a specific firm or industry. Systematic risk is 

nondiversifiable risk or market risk. Diversification of a portfolio to an extend where it 

approximates the market portfolio, will limit the portfolio’s exposure to unsystematic risk, the risk 

will be diversified away, exposing the portfolio only to market risk.17 Practically, it will be very 

hard to actually create a market portfolio, but the theoretical idea of the market portfolio serves 

as an important analytical tool when comparing different payoffs with associated risks. If an 

investor would try and create a market portfolio, buying securities that follows different indices 

would assumably approximate the market portfolio the most, given the resources available to 

the investor. Diversified long run investments will therefore, given that markets go up, always 

yield positive returns, due to the lessened effect of the random walk. This shall be seen in 

contrast to speculative investments.  

 

1.5.5 Speculation 

When the term speculations or speculative investment is used, if refers to players that assume 

having better information to base their assessments on, and therefore choose not to diversify 

their portfolio, but instead take on unsystematic risk in order to beat the market, exposing the 

                                                
17 Hillier, Clacher, Ross, Westerfield, Jorden, pp. 356-359 
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investment heavily to certain risks18. Short run investment/speculations will be more prone to the 

random walk, yielding a more unpredictable outcomes.  

 

1.5.6 Marine Fuel  

Any reference of “exposure to marine fuel” or “exposure to crude oil” will essentially result in the 

same exposure, since marine fuel prices correlate with crude oil prices, due to the fact, that 

marine fuel is a bi-product of crude oil. The following graph, Graph 1.1, plots Brent Crude19 oil 

(grey) against marine fuel grade IFO380 traded in Singapore, shows the correlation. Plotting 

IFO180, MDO and MGO shows same correlation with Brent Crude. Plotting prices of marine fuel 

in different ports, like New York, Rio de Janeiro, Fujairah and so forth, shows same correlation. 

 

Graph 1.120 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Overall, the global crude oil price is a result of supply and demand. In 2014, the global oil supply 

increased, due to an increase in the American oil production; shale oil doubled the annual 

American oil production – and USA, currently the biggest oil importer, decreased the import, 

                                                
18 See “factor risk betas” in connection with the Modigliani-Miller Theorem, section 3.1.3 
19 Major Benchmark Price for purchase of oil worldwide. Brent Crude derives from the North Sea. 
20 From Ship&Bunker website. See list of sources for link 



 

 

leaving more unsold oil on the international market – increasing supply to the global market. 

Since other OPEC countries did not decrease their oil productions, the general oil supply 

increased on the international market. Furthermore, earlier major importer of oil, China, which 

due to decreasing economic growth demanded less oil. Increasing supply and decreasing 

demand let to a decline in the oil price21. The numerous variables contribute to the volatility of 

the oil price. 

 
1.6 Scope of Thesis and Delimitations 
The thesis seek to limit the investigation to matters related to the thesis statement. The following 

is an explanation of subjects not deemed within the scope.  

 

1.6.1 Legal 

The thesis does not investigate the interaction between EU law and national law in depth. The 

implementation of directives22 in national law reflects the conformity obligation to member states 

of EU, based on the purpose of harmonizing rules to uphold the internal market23. The legal 

analysis of the prospectus liability will only consider losses suffered by investments based on 

informations available in connection with the listing of OWB, and bought in the offering period 

and held until the bankruptcy. Losses suffered from shares bought and sold after the offering 

period will be subject to additional complications, which is out of the scope of this thesis. Stock 

prices are volatile and can change based on multiple factors. There is risk associated with 

trading shares. Short term positions are often taken based on fluctuation patterns of the stock, 

and not on long term perspective in the stock. The information in the prospectus is assumed not 

to have had material influence on such trades. Furthermore, OWB does make investors aware 

in their sales brochure24, that stock prices can be volatile. 

 

1.6.2 Project Oak 

According to DR25, Altor orders the executive managers in OWB not to disclose the doings in 

Risk Management to the public via the “Project Oak”-document. The Danish media DR, is 

                                                
21 Chapter 2, section 2.3.12 The market changes contains a chart showing the oil price drop. No further 
analysis of the reasons for the oil price drop is conducted in the thesis, since it is deemed out of scope. 
22 TFEU Article 288 
23 TEU Article 4(3) 
24 See sales brochure under Appendix 3 
25 From the article “OW Bunker-dokument afslører: Risikable spekulation blev bevidst skjult” (OW Bunker 
document uncovers: Risky speculations was wilfully concealed). See list of source for link. 
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presumed to have the document, but they were unable to share the document, due to protection 

of sources26. Furthermore, professor in company law, Søren Friis Hansen from CBS, 

commented on the document in the DR article, however, he was also unable to share the 

document for the same reasons as DR27. We have various other sources who talk about the 

document, but since we were unable to retrieve the document, we have not included it. Note 

however, that should such document exist, it will be crucial to determine liability in connection 

with the prospectus. This could alter the outcome of the litigations against OWB and invalidate 

parts of our analysis of the case. Presumably the Project Oak document will expand the number 

of entities liable for the informations in the prospectus, including Altor.  

 

1.6.3 Value at Risk  

The VaR is based on three different parameters: Amount of potential loss, probability of 

potential loss and time frame. The VaR therefore indicates, that within n-periods of time, usually 

1, 10 or 100 days, the probability, given a confidence interval of 95-99% of the maximum loss, is 

estimated not to exceed a certain amount. The probability used in the VaR derives from 

historical data. Reviewing the historical data in a critical perspective is important, since 

wrongfully doing so will lead to a VaR giving misleading information to the end user of the 

parameter. VaR is useful when assessing the risk profile of a company, but this thesis focuses 

on the incentives to signal misleading information about the risk profile of the company. It is 

found out of scope of the thesis to assess how the risk is calculated, when we focus on the 

communication of misleading information. 

 

1.6.4 Fraud in DOT 

It is deemed out of scope to determine, in depth, if fraudly actions wore conducted in DOT. In 

the sales material prepared for the potential industrial buyer Vitol28, DOT is presented as a 

division which is “willing to accept slightly higher customer risk/return transactions”29. Sources to 

the book of Jakob Skouboe also indicate that DOT was created to expand the company in 

Singapore by trading with more risky clients30 and with profits deriving from excessive trade 

                                                
26 See mail correspondence with DR journalist Søren Larsen under Appendix 1 
27 See mail correspondence with Søren Friis Hansen under Appendix 2 
28 Management Presentation, March 2013, Strictly Confidential, prepared as a presentation of the 
company for Vitol. See list of sources for link to the sales material for Vitol. 
29 Ibid. p. 65 
30 Skouboe, Jakob, p. 76. “DOT, der ikke er bange for at tage nogle af de mere tvivlsomme kunder” 
(DOT, who are not afraid of handling some of the more dubious customers.)  



 

 

credit31. The actions in DOT are therefore evaluated to be intended by the company, for the 

purpose of this thesis.  

 

1.6.5 Managers in OWB 

Based on remuneration plans, the thesis assumes that the incentives for the individuals in the 

Executive Management were aligned. Individual analysis of persons is found out of scope. Key 

persons mentioned in the thesis will be restricted to CEO Jim Pedersen, Head of Risk 

Management Kenneth Rosenmeyer and CEO of DOT Lars Møller, due to their vital roles in 

OWB. 

 

1.7 Source Criticism 
 
1.7.1 Skouboe, Jakob; OW Bunker Insidernes fortælling om det dramatiske kollaps32 

Chapter 2 is inspired by the book of Jakob Skouboe. Unless otherwise noticed, the book is the 

main source of the information in this chapter. The book is written by an acknowledged business 

journalist at FinansWatch. Politiken, Berlingske Business and Børsen are former employers. 

Since the case is still open, and there has been no judgment in the matters, parties involved are 

very reluctant to comment on the subject. The book is found to be the most reliable source of 

information of the history of OWB. The primary source would have been the OWB’s website, 

however, due to the bankruptcy, it is no longer accessible. Some information found in the book 

is inaccurate, when compared to primary sources such as the prospectus and OWB’s financial 

reports. When no other source was available, this book was used. The results found in this 

thesis are subject to change if new sources of informations invalidate informations given by the 

book. Such informations could be witness statements from the court.  

 

 

 

 

 

 

 

                                                
31 Skouboe, Jakob, pp. 169-170. 
32 See list of sources for further information of the book plus translated English title 
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- Chapter 2 -  
 
The following chapter provides a brief overview of the history of and events in OWB prior to the 

bankruptcy in November 2014.  

 

 
 

2.1 OWB – the Business Model 

As for most transport business, fuel is essential to perform activities. Within the shipping sector, 

bunker fuel is the common used fuel for vessels in all sizes. OWB provided this bunker fuel to 

the global shipping market, and was in 2003 and onwards, the biggest player on the market33. 

 

Officially, the primary business area for OWB was trading and distributing oil – and it grew from 

primarily delivering to Danish vessels, to delivering on an international scale, with offices all over 

the world. OWB provided its services through two channels: reselling and physical distribution. 

 

Figure 2.134 

 
 

Oil companies and refineries perform the first two steps of the value chain, since they produce 

the oil and transport it from the refineries. OWB receives the oil and performs various mixes of 

the oil with additives to meet the demands for different types of bunker fuel35. In some cases, 

OWB does not perform any mixing, and simply receives bought oil, stocks it, and resells it, as 

shown in Figures 2.1 and 2.2. Physical distribution also includes the physical delivery of the 

                                                
33 Kom med om bord, OW Bunker går på børsen (Our translation: Join us onboard, OW Bunker lists on 
the stock exchange), 2014, OWB, Retail brochure issued by OWB to potential investors lists OWB as a 
shared #1 as world leading fuel distributor.  
34 Own production inspired by model in the prospectus p. 75 
35 Such as the levels of sulphur, as earlier mentioned.  



 

 

bunker fuel: pumping the fuel from the stock onto a bunker vessel, navigating the vessel to the 

location of customer’s vessel (in port or offshore) and pumping the bunker fuel onto the 

customer’s vessel. OWB’s described their business as a fleet of “floating gas stations”36. 

 

Figure 2.237 

  
  

According to the prospectus of OWB, in both reselling and physical distribution transactions, 

OWB offered value-adding services, such as trade credit and risk management products38. Due 

to the vast economical impact bunker fuel purchases have on ship-owners and charterers, 

capital needs arises to finance these purchases. Bunker distributors, like OWB, offered such 

solutions to attract more customers, by relieving them of the liquidity burden of upfront payment 

and price uncertainty. Especially the trade credit from the OWB subsidiary, DOT in Singapore to 

TMS, has been the focal point in the post bankruptcy discussion of the reasons behind the 

failure.   

                                                
36 From the investor meeting, the 3rd of June 2014. See list of sources for link to video of meeting. 
37 Prospectus p. 76 
38 Such as hedging the customer's exposure to oil price changes. 
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2.2 Events of Importance: 

  

● 18th of March 2014: 

 The prospectus of OWB is published 10 days prior to the IPO. 

 

● 28th of March 2014: 

OWB goes public on the Copenhagen Stock Exchange. 20.000 private investors and 

companies buy into the company. 

 

● 28th of May 2014: 

First quarterly financial statement is reported, which exceeds expectations by 10% 

growth, with a total of 15% growth in first quarter39. 

 

● 29th of August 2014: 

Second quarterly financial statement is reported. Volume growth of 7%, but full year 

outlook is maintained40. Stock prices drop to same level as when listed.  

 

● 7th of October 2014: 

OWB reports a loss of DKK 149.241 millions in risk management, which severely affects 

the share value. Instead of expecting a growth of 10% compared to 2013, they 

downgrade the profit to 20% under 2013 level.42 

 

●  5th of November 2014: 

            OWB suspends the trading of their stocks at the Copenhagen Stock Exchange. 

 

● 7th of November 2014: 

 OWB files for bankruptcy. 

 

Below, we have included a graph to show the development of the OWB share price. 

 

 
                                                
39 OWB Interim Financial Report Q1 2014. See list of sources.  
40 OWB Interim Financial Report Q2 2014. See list of sources. 
41 USD 24.5 millions multiplied by 2014 AAER of 6.0910 = DKK 149,229,500 
42 OWB Interim Financial Report Q3 2014. See list of sources. 



 

 

Graph 2.143 

 

 
 

 
 

2.3 History of OWB 

  

2.3.1 The Foundation and Early Years44 

In 1953, Owe Wrist started his own company by delivering smaller goods and necessities on the 

docks in the port of Aalborg to the ships constantly arriving and departing. The business was 

small – Owe delivered the goods on his moped to the ships, but was profitable and soon the 

company grew. In the 1960’s the company expanded its services to include delivering of bunker 

fuel and lube oil. At this time, the company moved to a new domicile and was converted into a 

limited company under the name Ove Wrist & Co.. Ove retired and the new group of owners 

emerge, consisting of leading employees. 

 

                                                
43 From Euroinvestor. See link in list of sources 
44 Skouboe, Jakob, pp. 16-17 



 

23 of 129 

2.3.2 OW Bunker as an Independent Company45 

After years of steady growth, the bunker section was  segregated from Owe Wrist & Co. and 

established as the independent company OWB in 1980. Due to the increasing oil prices and the 

increasing demand for oil, OWB grew to be the most significant part of the group. In the 

beginning the company delivered bunker fuel to the Danish market, which also grew and 

became more lucrative. OWB delivered bunker fuel to fishing boats and minor ships as the 

market for delivering bunker to larger ships had not been fully established yet. The bunker 

market in general was very young in the 1980’s, which had not been regulated at this point. 

There were few players on the market, and OWB was already one of the biggest in Denmark. 

After the fall of the iron curtain in 1989, the Eastern European market experienced enormous 

growth resulting in a vastly increasing traffic by ships through Danish waters to and from The 

Baltic Sea. OWB discovered the opportunity to enter a new area of the market, by delivering 

bunker fuel to the transiting foreign ships. Even though the bunker market in Denmark was 

lucrative in the 1990’s, OWB only had few competitors, resulting in good economic growth for 

the company. Larger oil companies, such as Statoil, assessed the Danish market to be too 

small compared to the risk associated with loss of brand value in case of a polluting 

catastrophe. Even though the Danish bunker market was flourishing, the international bunker 

market was reaching a size and level of significance, where it no longer could be ignored by 

OWB. In 1992, OWB opened its first office abroad. Singapore was – and still is – the biggest 

bunker market in the world, which made it a matter of course to establish an office there, as all 

shipping traffic from Asia to Europe transits through Singapore. The competition in Singapore is 

fierce and shady ways of conducting business are present, which OWB had to accept and adapt 

to, in order to be competitive. These shady business principles might have played a significant 

role in the downfall of OWB46. In 1999 OWB is for the first time known to the broader public in 

Denmark, due to a pollution accident in Kalundborg Bay. One of OWB’s ships delivering bunker 

fuel, collides with a customer’s ship resulting in 30 cubic metres of oil leaking into the sea. 

Fortunately for OWB, the company is not viscously accused by the media, and the event was 

quickly forgotten. The authorities (The Danish Maritime Authority and the Danish Environmental 

Authority) showed interest for OWB, and wanted to know more about the bunker market, which 

at that point was almost unknown to anyone else than the bunker companies and their 

customers. After the accident, the authorities frames the first Bunker Act47 which laid down a 

                                                
45 Ibid. pp. 18-23 
46 See a deeper description of the business methods in section 2.3.8 DOT and Singapore 
47 Bunker Act no. 583 of 09/07/1990, newest edition is: Bunker Act no. 733 of 25/06/2007 



 

 

number of rules for distributing bunker fuel within Danish waters. This is the first regulation of 

the bunker market in Denmark. The accident, and the following more strict legal requirements, 

did not have any notable impact on OWB’s business in Denmark which continued to grow. OWB 

suffers no noteworthy reputational damage post this accident.  

  

2.3.3 New leadership – CEO Jim Pedersen48 

In 1997, Jim Pedersen is hired by Ove Wrist & Co., and after only three years he is appointed 

CEO of OWB. He remains in this position until the devastating day in November 2014, where 

OWB ceases to exist. From 2000 and onwards, the mindset of OWB changes; from 

cautiousness and business acumen to an accept of riskier businesses in pursuit of increased 

return. It is the nature of Jim’s leadership which is the foundation for this change – he changes 

the company’s culture from a cozy, family-like atmosphere to a competitive environment with 

monitoring and consequences. This change is not very appreciated within OWB in the 

beginning, however, from an external point of view, the company maximizes the profit, which 

excessively satisfies the owners. Some of the few people inside OWB who appreciate Jim’s 

leadership style was among others, Lars Møller, who was later appointed CEO of DOT. In the 

early 2000’s, OWB grows to become the largest company in Scandinavia based on revenue49, 

and Jim expresses a wish to globalize. One of the first things on Jim’s agenda in his quest to 

push OWB to the global market, is to consolidate the Wrist Group; 

 

 
Organizational chart of Wrist Group in 200050 

                                                
48 Skouboe, Jakob, pp. 24-26 
49 Skouboe, Jakob, p. 26 
50 Own production 
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Wrist Holding is established in 2000 with three subsidiaries: Wrist & Co. supplies ships with 

service and necessities, OWB handles the bunker business and Alba Shipping performs the 

logistics. In Jim’s vision of consolidating the company, he wishes to give the owners equal 

opportunity to leave the company – and already at this point, an IPO is a plausible solution, Jim 

states in an interview with the Danish financial magazine Børsen51. He further clarifies in that 

particular interview, that the company needed to be run with circumspection and business 

acumen, and grow in the same pace as its clients in order not to endanger the company. The 

reason for this approach was, that OWB had a profit ratio of 1%. Out of a revenue of DKK 4 

billions in 1999, the profit was only DKK 40 millions. According to Jim, the high revenue and low 

profit ratio was due to the fact, that oil is an expensive commodity and the margin is small. 

Further, the circumstances for the oil price is purely affected by external factors, which furnished 

the mindset of cautiousness and small steps. 

 

2.3.4 Kenneth Rosenmeyer as Head of Risk Management52 

Jim Pedersen had a background from DONG (Danish state-owned oil and gas company) before 

his time in OWB. In 2001, Jim hires a former co-worker from DONG: Kenneth Rosenmeyer. 

Kenneth had experience in risk management of oil trades since 1989, and he was employed in 

OWB as Head of Risk Management in the Copenhagen department. He was known to Jim as 

an expert in oil trading with a track record of gains even in times of great fluctuations. According 

to Kenneth himself, he was not an ordinary oil trader. Normally, oil trading is about buying oil 

from a supplier at price A, and selling the oil to the customer at price B, and the profit would be 

the small margin of the difference between price A and B. However, what Kenneth did was 

buying oil from the supplier, and then expose that oil to options, derivatives, futures, forwards 

and other financial instruments in order to optimize the profit and then resell the oil to the 

customer. In normal oil trading, the timespan between buying and selling oil is small in order to 

minimize risk of price fluctuation, but in Kenneth’s nature of oil trading, the timespan would be 

much longer, in order to exploit all risk and profit opportunities. Risk associated with open 

positions in oil are hard to manage according to Kenneth, therefore creativity is the key factor in 

order to cover costs of oil trading. Kenneth’s risk management of the oil trades, not only covers 

the costs, but starts to bring a significant profit and the risk management department is no 

                                                
51 Ukendt dansk oliegigant til salg (Unknown Danish oil giant for sale) by Niels H. Carstensen, Børsen, 
4th of May 2000. See list of sources for link. 
52 Skouboe, Jakob, pp. 27-29 



 

 

longer a department expected to hedge against oil price fluctuations, but a profitable 

department. Kenneth states, that is was not a part of Jim’s strategy to develop the risk 

management department into a profitable section, “There were no overall strategies in OW 

Bunker. Things just happened”53. 

 

2.3.5 Increasing Competition on the Danish Bunker Market54 

At the same time as Kenneth’s appointment as Head of Risk Management, the competitiveness 

on the Danish bunker market increased. Bunker Holding, OWB’s closest competitor through the 

their Danish subsidiary Dan-Bunkering55, sets out to explore new markets outside Denmark. At 

this point, Danish bunker companies perform 10% of all bunkering globally. In 2002, the 

expectations for OWB is a revenue of DKK 10 billions with a profit of DKK 100 millions. During 

2002, OWB establishes additional offices worldwide, bringing the total number of offices to 20 

and in 2003, OWB is the largest bunker company in the world. Jim’s idea of an IPO is set on 

standby due to the volatile market conditions post the 9/11 attacks and the wars in Afghanistan 

and Iraq. In 2004, the revenue continues to grow to DKK 11,4 billions56, and due to the global 

expansion, the annual accounts are now published in both DKK and USD. At this point, OWB 

had activities in 25 countries. 97-98%57 of OWB’s activities occur outside Denmark, which could 

explain the sparse awareness of the company in Denmark. In 2005, OWB continues its growth 

and increases the revenue to DKK 16 billions58. The Risk Management department grows with 

the company, contributing with an increasing share of the revenue each year. This is kept a 

secret, even within the company59. Only few Senior Managers knows, that Kenneth and the Risk 

Management department do more than hedge risk until the collapse of the company in 2014. 

Besides the growing profit contribution from Kenneth and the Risk Management department, the 

successful risk management of the oil trades ensures essential financing opportunities. The 

bunker companies are extremely dependent on financing to maintain a profitable bunker trading, 

and a constant cash flow is needed to buy bunker fuel for reselling. Thus, financing is essential 

and thanks to the performance of the Risk Management department, such financing is granted 

to OWB. This financing ensures steady growth in the years 2005 - 2007, despite stagnation in 

                                                
53 Skouboe, Jakob, p. 29. “Man har i OW Bunker ingen forkromede strategier. Ting sker bare.” Our 
translation and change to past tense 
54 Ibid. pp. 29-37 
55 Major player on the Danish bunker fuel market. Ibid. p. 29. 
56 Skouboe, Jakob, p. 31 
57 Ibid. p. 31 
58 Ibid. p. 31 
59 Ibid. p. 32 
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the bunkering industry. In these years, OWB is still managed as a small company, in spite of the 

massive growth over the years. The management is centralized with Jim as CEO, and he 

overlooks most of the everyday business decisions - anything and everything. The impressive 

growth caused the owners of OWB to consider a cash out of the profit from years of hard work. 

The work of finding the right buyer begins. 

 

2.3.6 Altor’s Acquisition of OWB60 

In the years after the appointment of Jim as CEO, he and OWB have become more and more 

respected in business circles. The massive growth and earnings tell its own tale. Within the 

years of 2001 - 2007, OWB increased its revenue with more than DKK 13 billions, and upheld 

the profit-ratio meanwhile expanding globally, which was remarkable61. Cautioness, which has 

been one of OWB’s core values, was not expected to be the selling point, confer the owners. It 

was Jim, as a strong leader delivering extremely satisfactory results one year after another, that 

caught the attention of potential buyers62. Several factors indicate, that OWB had the potential 

for further growth; the number of companies within the bunker industry was reclining, but the 

remaining companies were growing in size - a normal trend in growing industries. Smaller 

companies are either merged with others, acquired by larger companies or leaving the market. 

And especially the smaller companies within the bunker industry struggled to obtain financing. 

Among the interested buyers, was the Swedish private equity fund, Altor, which in 2007 

acquired the Wrist Group and OWB for DKK 1 billion. Normally, when a company is bought by a 

private equity fund, cost reduction and profit-maximization are the key ingredients combined 

with strict management from the fund itself. However, in this case, Altor let Jim manage OWB as 

he used to, and very few changes were introduced after the acquisition. A strategy plan was 

created on the request of Altor, on how to double the size of the company and triple the net 

result within five to seven years. Otherwise, daily business continued as usual, most likely 

because Altor was impressed with Jim’s way of managing the company and because of the 

mutual mission of constant growth. According to Kenneth Rosenmeyer, one of the few changes 

occurring after the acquisition, was the introduction of a stock option remuneration program63. 

This new salary scheme encouraged the employees participating in it, to focus even more on 

the growth of the company: better performance of OWB meant better salary. In addition to this, 

the risk willingness increased in the company, due to the fact, that Kenneth earned more and 
                                                
60 Skouboe, Jakob. pp. 38-45 
61 Establishment of several international offices is costly, which normally equals deficit in profit. 
62 Skouboe, Jakob, p. 38 
63 See Appendix 4 for an overview of the stock option and warrants program. 



 

 

more profit to the company from risk management, which was incited by Altor64. It was not a 

specific strategy to be more risk seeking, according to Kenneth, but the profit derived from the 

oil price speculations was appreciated. 

 

2.3.7 The Financial Crisis65 

In 2008, the crude oil price peaks to USD 140 - the highest level ever in the history of oil trading. 

However, only a year after the acquisition, the financial world is struck by the largest economical 

crisis since 1929, when the American investment bank Lehman Brothers files for bankruptcy on 

the 15th of September 2008. This had major impact, not only on the financial markets, but also 

on the bunker market, leading to a massive drop in the bunker price. From an all time high of 

USD 140 in 2008 to rock-bottom price of USD 40 in 2009, a price decrease of more than 71%. 

In years with great volatility in the oil price, the bunker companies are even more dependent on 

financing, in order to secure liquidity in the business. And even though Kenneth’s risk 

management department successfully dodged major losses due to the drop in the crude oil 

prices, the necessity for financing became a serious issue in 2008. In addition to the decreasing 

value of the oil in stock, OWB has an increasing number of receivables, which the company’s 

customers are unable to settle. The absent payments from customers created a snowball-effect, 

causing OWB to struggle with the ability to pay its own creditors. OWB was forced to stall 

payments, thus, was unable to cover the large draws on the credits. The situation in OWB 

reached a critical point, and extreme measures had to be taken: Kenneth and Risk Management 

sold options of 500.000 tonnes of crude oil. The rescue operation immediately brings in DKK 

133 millions66 and the most urgent bills are paid. However, Kenneth and the Risk Management 

department still believed at this point (2008-2009), that oil price would stabilize itself, and 

increase again. Risk management is only worthy as a hedging tool if the boundaries are set 

correctly, meaning, if the oil price is hedged between USD 95 and USD 105, it creates losses if 

the oil price moves “out-of-range”, i.e. USD 94 or USD 106. And this is exactly what happened. 

The Risk Management department in OWB consisted of eight employees, whose overall 

objective was to hedge the oil trades, especially the ones with long exposure, to neutralize the 

risks of a volatile oil price. Kenneth’s objective however, was not hedging, but speculating in the 

crude oil price, and creating gains every time the price fluctuated. The above-mentioned rescue 

operation brought money and relief to the company at first. But shortly after, the severity of the 

                                                
64 Skouboe, Jakob p. 44 
65 Ibid. pp. 46-56 
66 Ibid. p. 48 USD 25 millions multiplied by 2008 AAER of 5.3210 = DKK 133,025,000 
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crisis resulted in the critical loss of DKK 300 millions. This information did not reach neither 

OWB employees nor the outside world. Very few persons within OWB had knowledge of 

Kenneth’s speculations, and Jim prefered to continue this secrecy. The management of OWB 

covered the loss with equity. Had it been OWB alone with delayment of payments and 

decreasing financial opportunities, suppliers and collaborators might had grown suspicious, and 

OWB could have faced a devastating time. Suppliers might have opposed deliveries and 

collaborators might have discontinued the cooperation. At this point, OWB was far from the only 

company facing difficult times - more or less every major company was challenged in the face of 

the global financial crisis, which led OWB’s trouble situation go by rather unnoticed. Actually, in 

an interview with the Danish financial magazine Børsen67, Jim stated, that OWB was rather 

relaxed about the decreasing oil price, and he guaranteed the best result ever for OWB in late 

2008. The Wrist Group ended 2008 with a decent profit - and only the equity of OWB witnessed  

the major risk management speculations loss. The newspapers were too busy to cover other 

companies suffering from the crisis, and business continued as usual within OWB. Until now, 

Nordea had been the main bank for OWB for several years and understood the business with 

fluctuating markets. This relieved OWB of the time-consuming and hard process of finding new 

financing, which other competitors needed after the crisis. The loss of DKK 300 millions would in 

many companies result in “heads will roll”, however, Kenneth kept his job. This was rather 

remarkable: if OWB would state that “this should never happen again” and truly dissociate 

themselves with “risky business”, Kenneth ought to have lost his job. On the contrary, risk 

management was now being implemented in all trades within OWB. Not only the risk 

management department, but also the bunker traders used the risk management tools to hedge 

the trades on a daily basis. Risky hedged trades were now even more acceptable in order to 

earn profit. The change of mindset regarding risk, was most likely born out of Altor’s 

expectations to triple net result. The bunker market is a “low-margin” market, meaning the 

difference between purchase and sales price of oil is generally small. In order to create a lot of 

profit, the bunker company must trade enormous quantities of bunker fuel - or conduct more 

risky trades. OWB chose to follow the latter path to profit. On the surface, OWB still maintained 

its image as a company focus on good business acumen and caution, which Jim stresses out in 

a interview with Børsen in April, 201068. 

                                                
67 Bunkerolie-firmaer på farlig kurs (Bunker companies bound for danger) by Malene Severinsen, Børsen, 
3rd of June 2008. See list of sources for link. 
68 Wrist i voldsom tilbagegang (Wrist in heavy recession) by Malene Severinsen, Børsen, 29th of April 
2010. See list of sources for link. 



 

 

2.3.8 Dynamic Oil Trading69 

Since 1992, OWB had been present in the largest bunker market in the world: Singapore. In 

2012, OWB established a new company: DOT. The former OWB regional manager in 

Singapore, Lars Møller, was appointed CEO of DOT, due to his vast knowledge and experience 

with the market in Singapore. This knowledge was crucial due to the special circumstances, 

dominating the bunker market in the East-Asian region. The competition is fierce, and shady 

methods of business dominate the market. One of these methods of business is the cappuccino 

effect. When a bunker supply ship delivers bunker fuel for another ship, the bunker is pumped 

into the customer’s ship with high pressure, causing the bunker to skim and increase in volume, 

exactly as milk is skimmed in a cup of cappuccino, meaning that the customer pays for more 

bunker fuel than delivered. When bunker fuel is bought, the price is based on the weight, but  at 

delivery, the bunker fuel is measured by volume. The skimming effect abates over hours, 

making it costly for the buyer to wait. Most of the times, this is therefor never detected, since 

customers continue their operations immediately after the bunkering. Other methods with similar 

effect is heating the oil or mixing the oil with water.  Even though it is not crystal clear to what 

degree OWB participated in such shady methods of business, it is important to stress, that the 

market was and is extremely competitive, and it was crucial to “keep up” with the competitors. 

OWB’s golden ticket to ensure competitiveness in Singapore, was Lars Møller. When 

establishing DOT, OWB did not simply rename their old business in Singapore - they kept the 

old subsidiary: O.W. Bunker Far East (Singapore) Pte Ltd. and simultaneously created DOT. 

This might seem a bit odd, however, this is a part of the special circumstances of the bunker 

market in Singapore. The more different companies the customer can choose from, the better, 

regardless of the fact that several of the operating bunker companies were owned by the same 

companies. Once again, OWB followed the tendencies of the market in order to keep up with 

competitors. OWB’s Danish competitor Bunker Holding, did this for several years with success - 

which OWB observed and copied. As a result, OWB could offer prices from two entities, which 

was appreciated by their customers in order for them to fulfill the requirements of obtaining 

prices from several suppliers. Requirements which was demanded by the shipowners of the 

customers. DOT’s main objective was to capture the more dubious customers in the business, 

customers which OWB normally sought to avoid, and DOT was given free rein to do so. The 

success of DOT began almost immediately, and Lars Møller secured an average of DKK 8.5 

millions70 per month in profit. He was portrayed as a role model within OWB, which put 

                                                
69 Skouboe, Jakob, pp. 73-79 
70 Ibid, p. 76 USD 1.5 million multiplied by 2012 AAER of 5.6396 = DKK 8,459,400 
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additional pressure on the bunker traders. The improbably high profit generated by Lars Møller 

was not only derived from bunker trading, but mostly from interest income. DOT provided trade 

credit services to customers, in a magnitude not seen elsewhere within OWB. Furthermore, the 

method for this credit service to the customers in Singapore, and especially TMS, was credit 

sleeving71. Credit sleeving oil was more risky than normal trading, since you could not uphold a 

lien in sleeved oil. Therefore DOT could not have had a maritime lien to protect their rights and 

credit sleeving juxtaposable to an unsecured loan. The profit is booked right away, but the 

actually profit from the transaction was not settled until TMS had resold the bunker fuel to its 

customers. Therefore OWB was lending money to TMS without any security in liens. 

Compounded with TMS’s reputation in the market, this seemed as a risky business model. 

 

2.3.9 Altor’s Wish to Divest OWB72 

In 2012, OWB had increased in size and revenue since the acquisition by Altor in 2008. In order 

for OWB to be ready to be sold, Altor wished to professionalize OWB, by increasing 

documentation requirements with help from the consultant bureau McKinsey73. More aggressive 

budget goals were set and the pressure on OWB to deliver good results further increased. 

Every trader was now measured on revenue and profit, and colors on their screens showed how 

well they performed: red, yellow and green. Along with the color measurement, KPIs was 

introduced to further assess each employee’s daily performance. The performance of each 

employee was given to the managers, who used the numbers to evaluate the employees and 

sanction bad performance with, e.g. lower bonuses. All these initiatives were performed in order 

to show potential buyers, on a well-documented basis, that OWB was a healthy, profit-

maximizing company, with potential for further growth. Altor’s goal was to divest OWB to an 

industrial buyer, e.g. an oil or bunker company within the industry. For Altor to present OWB in 

detail for potential buyers, every corner of OWB was observed and described. This included the 

risk management department, which was analysed by McKinsey in 2012. In their analysis, it 

was clear how huge a role the department had on the profit of the company; on an annual 

average, the risk management department in OWB contributed with DKK 70 millions. Compared 

to the entire Wrist Group with a profit of DKK 400 millions in 2011, it was clear, that the initial 

goal for the risk management department, as a hedge function, had been secondary to the new 

primary goal, of being a major source of income. The analysis of the department further 
                                                
71 Singapore går ind i skandalen om OW Bunker (Singapore enters the scandal of OW Bunker), by 
Tomas Kristiansen and Ole Andersen, ShippingWatch, 10th of November 2014. See list of source for link.  
72 Skouboe, Jakob, pp. 80-90 
73 McKinsey & Company 



 

 

revealed, that it not a stable source of income, since enormous fluctuations occurred often. For 

instance, the risk management department lost an annual total of DKK 100 millions in 2008, and 

earned an annual total of DKK 210 millions in 2010. The extraordinary results of 2010 were 

budgeted as expectations for future profits. A decision Kenneth did not agree with because the 

2010 profit were, according to him, an unrealistic dream scenario74. Unexpected volatility in oil 

prices caused an enormous loss during mid 2012 with a loss of DKK 300 millions from risk 

management. The situation was as desperate as in 2008 due to the equivalent loss. 

Nonetheless, during the autumn of 2012, the major loss was turned around to profit, leading risk 

management to book a secured profit of approximately DKK 56 millions75.  

 

One of the potential buyers was Cargill76, a conglomerate specialized in trading with a vast 

variety of commodities, among others, oil and bunker fuel. Cargill has earlier expressed interest 

in OWB, verbally offering approximately DKK 4 billions77. Therefore, Altor and the OWB 

management expected continued interest in OWB from Cargill, and met with Cargill with 

optimistic expectations in 2012. OWB and Cargill had been collaborators for several years, and 

the relationship between the two companies was good on both personal and business level. The 

negotiations culminated in a meeting in Copenhagen in 2012, attended by the board of directors 

from OWB and Cargill. The promising meeting did not fulfill the great expectations the 

management of OWB had prior to the meeting. Cargill was no longer as interested in the bunker 

market as earlier, and the offer was now only DKK 2.5 billions. Kenneth later stated, that Cargill 

gained insight in the risk management department from the McKinsey report, and due to the 

massive volatility in profits, the department was valued very low in Cargill’s offer. Altor did not 

accept Cargill’s offer, and the negotiations ended. Another company, Vitol, also showed interest 

in acquiring OWB, but after few negotiations assessed, that building an in house bunker 

department in Vitol would be less costly than acquiring OWB. Altor and the management of 

OWB negotiated with other potential buyers, but without any luck. Finally, Altor decided to divest 

OWB through an IPO, and the preparations for such an event were initiated. 

 

                                                
74 Skouboe, Jakob,, p.83 
75 Ibid. p. 84 USD 10 millions multiplied by 2012 AAER of 5.6396 = DKK 56,396,000 
76 Cargill Inc. 
77 Skouboe, Jakob. p. 89 
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2.3.10 The IPO of OWB78 

By all appearances, the IPO was the last resort for Altor in order to divest OWB. The 

requirements for a public listed company regarding transparency and information seemed to be 

a challenge to the volatile bottom line from month to month in OWB. As earlier described, 

periods with losses in connection with risk management, had earlier been turned around to profit 

over time. However, with quarterly financial statements, a period with losses would be displayed 

as OWB experiencing adversity, which most likely would scare investors, and further weaken 

the image of OWB. Divesting OWB to a private company, would relief the management and 

Altor of explaining the volatility in the business. It is important to stress, that the bunker business 

is rather unknown to private investors79. On the other hand, divesting OWB to a private 

company opens for due diligence, initiated by the potential acquirer’s lawyer, which limits the 

control for the divesting part of which information and how the company should be presented. 

Public listing OWB let Altor control which picture they liked to present of OWB - for better or 

worse - through a prospectus80. Nonetheless, an IPO of OWB seemed to be the only possible 

way of divesting the company in 2014, since the potential industrial acquirers bid lower prices 

than expected by Altor. The 29281 pages long prospectus of OWB is published on the 18th of 

March 2014, ten days before the IPO, to inform potential investors of the key elements in OWB 

as an investment.  

 

OWB obtained a stock exchange quotation the 28th of March 2014 and the listing was a huge 

success. The external circumstances were favoring the IPO since the Danish stock market was 

growing and the investors followed the growth by investing on a large scale. The key figures for 

OWB told their own tale, a massive growth within the last decade and a stunning revenue of 

DKK 93 billions, made OWB one of the largest companies in Denmark. Further, Jim promised a 

total growth of 10% in 201482. 

 

Very few articulates cause for concern in regards to OWB as an investment. Among the few, 

investment expert Johnny Madsen, stated in an interview with Børsen83, that OWB’s business 

                                                
78 Skouboe, Jakob, pp. 91-105 
79 Ibid. p.92 
80 The prospectus is analyzed in Chapter 4 
81 The English version of the prospectus is 292 pages and the Danish version is 270 pages. The 
difference is a result of a Danish summary in the English version. 
82 OWB Interim Financial Report Q1, 2014 
83 Her er OW Bunkers styrker og svagheder (Here’s the strengths and weaknesses of OW Bunker) by 
Simon Kirketerp, Børsen, 5th of March 2014. See list of sources for link. Original Danish citation: 



 

 

was dependant on the fact that “they are capable of controlling the positions they are taking in 

the oil market and their credit risks in a good manner”. 

On the paper, OWB looked like a winner: with extraordinary key figures, huge growth and a 

board of directors consisting of well-known and well-esteemed persons, with knowledge, 

experience and great reputation. 

 

The unofficial rubber-stamp of candidates for the stock market in Denmark is performed by the 

pension funds ATP and PFA, given the fact, that they are among the few huge investors in 

Denmark. ATP and PFA had meetings with the management of OWB prior to the IPO, and after 

the publishing of the prospectus, both pension funds proclaimed that they would invest in 

OWB84. For many private investors, this was an acknowledgement of a company as a good 

investment. Beside having meetings with the pension funds, the management of OWB initiated 

a roadshow prior to the IPO, which aimed to present the company for smaller private investors. 

The roadshow was almost instantly fully booked, and the management successfully completed 

the roadshow, to further increase the interest for OWB as an investment. 

 

On the day of the IPO - the 28th of March 2014 at 9:00 (UTC+1) - the stock went up 18% within 

hours. The approximate structure of ownership post the IPO consisted of the majority of the 

stocks, 55%, was purchased by professional investors, 35% remained with Altor85 and 10% was 

purchased by 20.000 smaller, private investors86. 

 

One month after the IPO, on the 28th of May 2014, OWB published its first quarterly financial 

statement, which revealed a 15% growth87. Furthermore, the statement expected a 10% growth 

in total for 2014. 

 

Even though the public listing of OWB was a success the first few month, with rising stock 

prices  and an optimistic view on the future for OWB from external observers, OWB lost one of 

its key persons just before the IPO: Kenneth Rosenmeyer. 

 

                                                                                                                                                       
“...de formår at styre de positioner, de tager i oliemarkedet, og deres kreditrisici ordentligt.” 
84 Skouboe, Jakob, p. 94 
85 Altor’s size of ownership is further addressed in Chapter 5, section 5.1 Altor’s incentives 
86 Skouboe, Jakob, p. 95 
87 OWB’s Interim Financial Report Q1 2014. 
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2.3.11 The Resignation of a Key Person88 

In early 2014, Kenneth resigned from his position as Head of Risk Management. According to 

himself, he was fed up with the lack of acknowledgement he strongly believed he deserved89. 

Over the years, Kenneth and the risk management department had contributed to the growth of 

OWB. Some years ended with losses, however, in the big picture, he had earned more money 

to the company than anyone dared to dream about. Especially in 2010, where Kenneth and the 

risk management department ensured 75%90 of the total profit of OWB. Back then, Kenneth 

earned an annual bonus of DKK 10 millions which resulted in a total salary, higher than Jim’s as 

CEO. Instead of gratefulness, Kenneth felt unacknowledged because Jim tried to prevent him 

from getting that enormous bonus disbursed. Jim was unable to prevent it, but changed the 

future bonus program to a limit of DKK 5 millions per year. Just prior to the IPO, in February 

2014, Jim initiated a stay-on-fee program, which meant, that the senior management team 

would be  granted DKK 55 millions, if they did not sell more than 25% of their stocks in OWB at 

the upcoming IPO and if they were still permanently employed by the 31st of December 2015. 

Once again, Kenneth felt unacknowledged, due to the fact that he was not offered a stay-on-fee, 

and he therefore resigned. 

 

The situation at the IPO for OWB was therefore frustrating even though it was a success the 

first period of time; the person who had controlled the risk management program for years, and 

contributed to the growth of the company was gone and the requirements for more transparency 

and information could soon reveal new, and more risky dimensions of the company. This could 

lead to a material reaction from the market. 

 

2.3.12 The Market Changes91 

The 19th of June 2014, the oil price reached USD 115 per barrel. Hereafter, the price began a 

nosedive, resulting in a new price of USD 50 per barrel in just six months. Graph 2.2 shows this 

development. In the meantime, the drop in the oil price did not ring any alarm within OWB 

according to internal analysis92, as the actual future expectations were positive. OWB estimated 

the bunker fuel price not to follow the crude oil prices downwards tendency, but rather continue 

upwards. The reason behind this expectation were found in the more general positive approach 

                                                
88 Skouboe, Jakob, pp. 97-98 
89 Ibid. p. 97 
90 Ibid. p. 96 
91 Ibid. pp. 102-104 
92 Ibid. p. 103 



 

 

to the world economy post the financial crisis. The consumer spending was slowly beginning to 

increase after the recession since 2008. The rational basis was that increased consumer 

spending would lead to more goods produced, which required more transportation of goods, 

followed by a higher demand for bunker fuel. Additionally, according the the internal analysis, 

due to the stricter requirements for limitations of the sulphur content within bunker fuel, the 

increased production costs would further increase the reselling price.  

 

Graph 2.293 

 
 

The internal analysis predicted further growth for the bunker business, which founded the 

subsequent actions taken by OWB. The analysis was well received by the management, and 

was in line with the further growth predictions the company had announced to the investors. On 

the 29th of August 2014, the second quarterly financial statement was published. The first 

statement showed a higher growth than expected, but the second statement showed a lower 

growth of 7%94. The expectation of a total of 10% growth in 2014 was maintained in the second 

statement, however, the lower growth disappointed the market, and the stock price of OWB 

dropped from DKK 175 to the initial price per share of DKK 145. This drop made the Danish 

                                                
93 Dailyfx. See list of sources for link 
94 OWB Interim Financial Report Q2 2014 
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financial weekly note, Økonomisk Ugebrev, conclude that purchasing stocks in OWB has been 

a bad investment95. 

 

2.3.13 The Motorboat and the Sailboat 

One of the most central issues arising from the IPO and later bankruptcy of OWB, began to 

show its face after the second quarterly financial statement. Investors had not been explained 

what OWB really consisted of. In order to visualize this issue, an example of two different types 

of boats is used: a motorboat and a sailboat. 

 

A motorboat travels at approximately the same speed, only affected by strong currents and/or 

big waves. As long as the motorboat is fuelled, it is very reliable when it comes to speed and 

range, making it easy to predict the expected payoff by using the boat. A sailboat, on the other 

hand, is totally dependant on the weather. In windy weather, the sailboat can travel at a high 

speed, however, in calm weather, is may not travel at all. The interval of predicted speeds is 

large, ranking from zero to top speed. The cost of travelling with sailboat is close to zero, 

compared to a motorboat, however, the expected payoff in regards to speed and distance is an 

almost never ending list of possible outcomes, making the payoff harder to predict. Although 

their differences, both types of boats are very popular, and people tend to buy them due to 

different preferences. The issue with OWB arises, when a sailboat is sold as a motorboat. 

Under good windy conditions, the sailboat may satisfy the purchaser with good average speeds 

and distances. However, in calm weather, the weaknesses of the sailboats are truly displayed 

and the dissatisfaction occurs, if the dependence of wind was not expected. OWB was 

presented as a stable, cautious company not seeking great risks - when they actually behaved 

the contrary. Had it been under good circumstances, like the windy weather for the sailboat, that 

being speculations going very well, the investors most likely would have been exceedingly 

satisfied with huge returns of investment. However, under less favorable circumstances, the true 

nature of OWB revealed itself, and the investors felt defrauded.  

 

                                                
95 IPO’er i ISS, Matas og OW alligevel ikke succesfulde (IPOs of ISS, Matas and OW are not successful 
after all) by Maria Nørgaard Langer, Økonomisk Ugebrev, 10th of September 2014. See list of sources for 
link.  



 

 

 

2.3.14 The Beginning of the End96 

Unfortunately for OWB, the predictions in the internal analysis proved to be wrong, and the 

bunker price continued to drop with the crude oil price. That, in itself, does not necessarily 

constitute bad circumstances; if the risk management would have been adjusted to the bunker 

price development, such a risk could at least have been hedged and possibly return profit. The 

confidence in the internal analysis, however, remained unchanged within OWB, resulting in 

enormous losses. It is in such a situation that speculation within risk management becomes a 

risk accelerator, exposing the company to a higher risk than had there been no risk 

management at all. An example of blind trust in the predictions of the internal analysis, was the 

“Far East deal”97 where 177,000 tonnes of bunker fuel was bought in August 2014, valued to 

approximately DKK 700 millions. Since the expectations were an increase in the bunker price, 

the bunker was resold to customers with a floating price, resulting in the final price for the 

customers to be determined on the day of delivery. In a declining market, the risk is that the final 

price for the customers will drop to a price below the initial acquisition price for OWB, leading to 

loss-making deals. 

 

2.3.15 The Bank Consortium98 

From the early years up until early 2014, Nordea acted as OWB’s main bank, financing all major 

trades. Due to the long cooperation with Nordea, the bank knew the business industry which 

OWB operated in and understood the volatile market conditions. However, in mid 2014, OWB 

changed their bank relationship to also include a bank consortium99 of 13 banks, with ING100 

among others. The reason for the change in bank relationship was that OWB’s growth 

constantly increased the size of the finance requirements. When Nordea provided the financing, 

all the risk was centralized with one bank, which resulted in a higher premium to be paid to the 

bank. The benefit of a consortium of banks was, that the risk was spread among the involved 

banks, and they were able to raise an amount of capital, than a single bank often was incapable 

of providing. The bank consortium established a credit limit for OWB on DKK 4,5 billions101 in 

2014. From OWB’s point of view, a bank consortium poses another risk. The banks in a 

                                                
96 Skouboe, Jakob, pp. 117-118 
97 Ibid. p. 117 
98 Ibid. p. 111 
99 Ibid. p. 139 
100 ING Bank N.V.  
101 Skouboe, Jakob, p.111 
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consortium will not go as far for securing survival of OWB than a single bank is incented to do. 

In a situation of serious financial problems for OWB, a single bank will stretch further, in order to 

secure their investment: in case of bankruptcy, the entire financed amount is potentially lost and 

therefore, the single bank has the incentive to aid the company to survival in order to limit its 

losses. However, with a bank consortium, the individual bank has less risk and less money at 

stake, and the banks are therefore more prone to abandon the sinking ship than to bail out the 

company. 

 

2.3.16 Red October and Bankruptcy102 

The Far East deal caught OWB in a vicious cycle. After the second quarterly financial 

statement, OWB started to disappoint. The 7th of October 2014 OWB issues a press release in 

which the management downsized the expected profit performance with DKK 130 millions in 

third quarter of 2014. The bad performance of the company is not only displayed to the 

investors, but to all OWB’s stakeholders in general: customers, suppliers, the press, banks and 

credit institutions, etc. Especially the last ones play a major role within the bunker business, 

because of the vital dependency on the financing the banks provide. OWB arranged a 

“Conference Call” where investors could get further explanation for the downgrade. This 

conference call was not a success for OWB, and due to the inability to defend their reasoning, 

one of the largest investors SEB Wealth Management immediately sold their full range of 

stocks. Portfolio Manager Carsten Dehn from SEB Wealth Management who participates in the 

conference call explained the decision to abandon OWB to the Danish financial magazine 

Berlingske Business103: “The type of risk management which in fact is in the company, has 

nothing to do with the risk management we were presented for at the IPO. It seems like the 

company has been willing to take more risk, because the market was starting to come under 

pressure.” Within 24 hours, the stock price has decreased in value by 50%. In addition to the 

declining value of the stock, OWB loses money on the Far East deals due to the declining 

bunker price and simultaneously the large trades in Singapore trigger large margin calls which 

must be paid immediately. When trading oil futures, trades are conducted through a broker. For 

OWB, the broker was Jefferies who claimed the margin calls, when OWB’s account at Jefferies 

went under a certain margin requirement, due to declining value in purchased oil futures. When 
                                                
102 Skouboe, Jakob, pp. 128-140 
103 Storinvestor dropper alle børsdebutants aktier i protest (Major shareholder drops all of stock market 
debutant’s stocks) by Jesper Kongskov, Berlingske Business, 27th of October 2014. See list of sources 
for link. Original Danish citation: “Den type risikostyring, som selskabet i realiteten har, er på ingen måde 
den type risikostyring, som vi blev præsenteret for ved børsnoteringen. Det tyder på, at selskabet har 
været villig til at tage mere risiko, fordi markedet var begyndt at komme under pres” 



 

 

the oil price declines in value, so do the derived oil futures. When the total value of the oil 

futures declines to a level below the margin requirement, a margin call is issued to OWB as the 

difference of the spot value of the oil futures and the margin requirement. The problem, 

however, is that all these critical events happens simultaneously. The liquidity of the company 

reaches a critical point, and the cash flow to pay the daily claims from creditors weakens and 

slowly ceases to exist. In an internal note, the total risk management loss is calculated to DKK 

300 millions by the 16th of October 2014104.  

 

On the 23rd of October 2014, the third quarterly financial statement is published. The bottom-

line for OWB shows a loss of DKK 34 millions. At this point, another large investor, Cantillon 

Capital Management withdraws from the circle of investors by selling their stocks. The stock 

price is now 45% below the initial stock price at the IPO105. 

 

Internally in OWB, the future expectations are still optimistic. The third quarterly financial 

statement anticipated an increasing oil price. Establishing a better communication with the 

external world seemed to be of vital importance for OWB. Therefore, a capital market day is 

scheduled to February 2015. The event serves to meet the investors, the press, share analysts 

among others, to explain the business and communicate future strategy. Further, establishing a 

revision committee with focus on risk management, in order to “monitor that risk management is 

functioning in an effective manner”106.  

 

On the 30th of October 2014, the total year-to-date loss from the risk management department 

is calculated to approximately DKK 719 millions107. Of the total loss, DKK 337 millions108 are lost 

from the Internal Risk Management Book, which is the part of the risk management department 

focusing on speculation. DKK 297 millions109 are lost from the Risk Management Sales Book 

which covers most of the Singapore trades and DKK 85 millions110 are lost in connection with 

the Far East deals. 

 

                                                
104 Skouboe, Jakob, p.149 
105 See Graph 2.1 
106 FSR - danske revisorer (Danish Association of Auditors) definition of revision committee. See list of 
sources for link. 
107 Skouboe, Jakob, p. 161 USD 118 millions multiplied by 2014 AAER of 6.0910 = DKK 718,738,000 
108 Ibid. p. 161 USD 55.4 millions multiplied by 2014 AAER of 6.0910 = DKK 337,441,400 
109 Ibid. p. 161 USD 48.7 millions multiplied by 2014 AAER of 6.0910 = DKK 296,613,700 
110 Ibid. p. 161 USD 14 millions multiplied by 2014 AAER of 6.0910 = DKK 85,274,000 
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On the 2nd of November 2014, an internal memo states, that the “covenant” has been 

breached. A covenant is a credit limit put forth by the bank consortium, and breaching such a 

limit is a critical event, due to the fact that the banks can foreclose OWB more or less instantly. 

The 3rd of November 2014, the bank consortium is contacted in order to issue a “waiver”, which 

is a temporary standby on the covenant agreement, and to provide further funding in order to 

save the company. The bank consortium agrees, provided that no additional credit is needed 

within the near future. The 5th of November 2014, Lars Møller returns to OWB’s headquarters in 

Aalborg, to inform, that DOT had granted a credit to the customer TMS of DKK 737 millions and 

that the customer is unable to pay. At this point, OWB is damaged beyond repair. At 12:57 

(UTC+1), the 5th of November 2014, every employee in OWB receives the following email: 

“Important information from the Executive Management: 

 

Dear All, 

 

In consultation with the Executive Management the Board of Directors has decided to suspend 

the OW Bunker share at the Copenhagen Stock Exchange. 

All purchases and payments have ceased with immediate effect. 

The Executive Management will revert with an update when relevant. 

 

Jim Pedersen, CEO & Kent Larsen, CFO” 

 

During the evening of the 5th of November 2014 OWB issues a press release stating that DOT 

has lost DKK 737 millions due to fraud from a senior employee, who allowed excess trade 

credit. At the same time, OWB losses approximately DKK 750 millions on declining oil prices. A 

total loss of DKK 1.5 billions is suffered. In the stressful days of the 5th, 6th and 7th of 

November 2014, every possibility to save OWB is examined. Earlier potential buyer prior to the 

IPO, Vitol, arrange a meeting with OWB regarding a last minute acquisition. The Vitol 

management arrives in private jet in Aalborg to meet up with the management of OWB. But in 

order to calm the banks of OWB post the situation in Singapore, a huge cash deposit is needed 

quickly. The Vitol management needs time to clarify all dimensions of the company, and avoid 

buying a lemon. However, time is not a luxury OWB can afford at this point. In the evening of 

7th November 2014, OWB files for bankruptcy, and it is approved in court. The situation in 

Singapore was the drop that made the cup run over, but the company’s exposure towards the 

oil price had already weakened the company substantially. 



 

 

- Chapter 3 -  
 

Within this chapter the thesis strives to provide the theoretical basis necessary to analyse the 
incentives in OWB to understate the risk associated with their business model. 

 

 
 

3.1 Risk Management Theory 

 

3.1.1 Introduction to Risk Theory 

Risk is every day present in all aspects of our lives. Risk of losing a job, risk of falling ill, risk of 

bad weather etc. Risk concerns companies - risk of not getting paid by customers, risk of not 

getting goods from suppliers, risk of losing good employees. In order to minimize the possibility 

of such risks occurring, the company can choose different approaches to limit the risks, e.g. 

have severe sanctions towards customers for not paying or towards suppliers for not delivering, 

or by granting employees better benefits, salaries and work conditions than competing 

companies. A special category of risk faced by companies is the financial risks. Whenever 

acting in a given market, some financial risks are always present. In a foreign market, the 

company is exposed to risk of currency fluctuations. The company can choose from three of the 

most common approaches to risk: Ignore, hedge or speculate. If the currency fluctuation is 

limited111, or has little influence on the company’s performance, it is less costly to ignore the risk, 

than spending money on trying to limit the risk. The company can assess the impact of the risk, 

by simply applying a cost-benefit analysis of whether measures should be taken to limit the risk, 

assessing the probability of the risk and the risk impact. Risk can be divided as in Table 3.1; 

 

Table 3.1112 

Probability and type of risk: Acceptable Unacceptable 

Likely to occur No measures All measures must be taken 

Unlikely to occur No measures Some measures to be taken 

 

 
                                                
111 Example: DKK/EUR since DKK is fixed to a limited range of the fluctuations in EUR. 
112 Own production 
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3.1.2 Risk Assessment and Hedging of Risk 

The process of assessing risks in terms of probability of occurrence, potential impact and costs 

of measures to limit the risk is the essence of risk management. If risks pose a great danger to 

the performance of a company, measures must be taken, e.g. hedging the risk. As example, 

financial contracts can hedge against oil price fluctuations. The illustration below, Figure 3.1, 

visualizes the advantages and disadvantages of financial contracts with three future contracts. 

 

Figure 3.1113 

 
 

In order to hedge, the hedger must have some expectations towards the future. When trading 

oil, the company can choose to make a fixed price agreement with a customer, removing 

uncertainty associated with the development of the oil price. The incentive to enter a fixed price 

agreement, e.g. a future, is mutual, if both parties value certainty regarding the price. The fixed 

price, however, can result in a gain or a loss equivalent to the gain or loss of the other party, 

compared to the spot price in the market - a zero-sum game. In Figure 3.1, “Future1” is a fixed 

price agreement between the parties with a mutual agreed price of 105. The agreements are 

established in January with delivery in December. For the selling party, that particular contract 

results in a gain of 55, as it is the difference between the agreed price of 105 and the actual oil 

price of 50 in December. For the buying party, the result is a loss of 55, due to the fact, that had 

the buying party not participated in the agreement, the oil could be acquired for 50 in the spot 

                                                
113 Own production 



 

 

market. In “Future2”, the selling party is also the gaining party, however on a smaller scale, due 

to a higher agreed fixed price than the spot price at delivery. In “Future3”, the buying party is the 

gaining party due to a lower fixed price than the spot market price at delivery. At first hand, 

creating futures like the above-mentioned, does not seem very risk avoiding, since the parties 

expose themselves to the risk of high difference between the oil price development and the 

fixed price in the future contract. However, one risk is hedged anyhow, which is uncertainty. 

When certainty is high, either party can easily budget future earnings and spendings, which 

creates certainty for the company itself, owners, stockholders, banks and other stakeholders. 

Common financial hedge instruments includes futures, put and call options, swaps, forward 

contracts, but other more complex and creative instruments exist. All these different instruments 

is often referred to as derivatives, since the value derives from an underlying asset e.g. crude oil 

and bunker fuel. Derivatives often serves to adjust risk exposure.  

 

3.1.3 Modigliani-Miller Theorem 

According to the Modigliani-Miller Theorem114 two overall types of risk exist for the companies: 

factor risk and firm-specific risk. A factor risk is for instance oil price changes, but could also be 

changes in currency rates, interest rates etc. Factor risks can be hedged by “taking offsetting 

positions in financial derivatives” which could be the aforementioned futures, options etc. These 

factor risks are seldom diversifiable, since companies often are limited to trading with one or few 

commodities, or trading in one or few currencies, and hedging is therefore the most common 

way to manage factor risks. Firm-specific risks on the other hand are, to a certain degree, 

diversifiable, but cannot be hedged. E.g. a company can choose several transportation 

methods, such as by road, by rail, by sea and by air and thereby spread the risk of delays from 

traffic or storms, but will be unable to buy a financial contract that hedges against such events. 

Therefore, according to the theorem, companies can limit their exposure to factor risks, if these 

are identified and hedged in an effective manner. The theorem expresses the company’s 

sensitivity to different factor risks as factor betas in the following equation115: 

 

 

in which is the return of equity,  is the company’s return, denotes the factor risks, 

represent the company’s sensitivity to those factor risks and is the firm-specific risk. 

                                                
114 Hillier, Grinblatt & Titman, p. 686 
115 Ibid. p. 686 
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The equation expresses the company’s return of equity as a function of the return, weighted by 

the sensitivity of factor risks, such as the oil price changes, and the firm-specific risk. According 

to M&M, in a world with no “market frictions such as taxes, transaction costs or financial distress 

costs”116, the company’s return of equity is not affected whether the company chooses to adjust 

its factor betas or not, due to the assumption, that adjusting the betas is costly, and the 

outcomes of costly hedging or unhedged risks with losses overtime offset each other. However, 

when applying market frictions, M&M advocates for an advantageous position for hedging 

companies compared to companies fully exposed to factor risks. As M&M pronounces, the 

company or the investor can hedge a given factor risk, e.g. the oil price changes. If the company 

chooses not to hedge such risk, the investor can choose to do so. 

 

3.1.4 Risk Diversification or Hedging 

Investors might seek to diversify their portfolios away from unsystematic risks, closely 

approximating the market portfolio. This strategy will yield same return as the market. Given a 

long run perspective, the market will yield a positive return117. However some investors might 

not follow the diversification strategy, and therefore might have incentives to hedge against 

unsystematic risk related to their investments.  

 

Example 3.1 

Investor A follows an investment strategy, which dictates to only invest in Company A, 

Company B, Company C and Company D. Company A earns its profits on oil trades. 

Company A chooses not to hedge the factor risk of changes in the oil price. Investor A is 

aware of this, and he can choose to hedge his portfolio against the oil price changes. 

However, since Investor A has a variety of companies in his portfolio, which all are 

exposed to different factor risks, he might have to hedge his portfolio against all these 

risks if none of the companies do so. However, Investor A has very little information on 

how exposed the companies are towards certain risks, making hedging quite difficult for 

him. If the companies choose to hedge themselves against given factor risks, they often 

have an advantage according to M&M. The companies have more precise information of 

their risk exposure, enabling them to easier create, monitor and adjust efficient hedges, 

less costly than Investor A. 

 

                                                
116 Hillier, Grinblatt & Titman, p. 687 
117 See Key Assumption 1.4.2 The Market Goes Up 



 

 

Given Example 3.1, one might argue, that from a societal perspective, hedging should be 

performed by the companies and not by investors due to higher efficiency. This is, however, not 

the reasoning behind companies’ incentives to hedge. As earlier described, certainty is a key 

component within effective business performance. It allows managers to plan more effectively, 

creating more accurate budgets and let managers be valuated on skills and performance, rather 

than random events118. Companies choose to hedge in situations where certainty is desired, 

and where companies expect “cost of negative realizations to exceed the benefits of positive 

realizations.”119 Taxation creates such a situation: A company with a stable income will pay a 

stable tax. A company with volatile income might pay an enormous amount of tax one year, 

followed by deficit several years in a row. The tax deduction from the deficit might only carry 

over a few years, resulting in the company losing money in the long run due to time value of 

money120, timing of tax payment and risk of losing unused tax deductions from previous years 

deficit.  

 

3.1.5 Hedging to Separate Manager Performance from Factor Risk 

Hedging allows principals to evaluate the agents on a more accurate foundation, given than 

hedging can allow principals to hedge away the factor risks’ influence on the agent’s 

performance. 

  

 Example 3.2 

Company B trades bunker fuel within the shipping sector. Company B purchases 1 MT 

bunker fuel from Refinery B at 100 and sells it to Customer B at 101. Company B has a 

profit of 1. At the next trade, Company B purchases 1 MT bunker fuel from Refinery B at 

100, however, now the bunker fuel price skyrockets to 120, before it is resold to 

Customer B. Company B has a profit of 20 on the bunker fuel price alone, without even 

factoring in the margin the company charged. Let us say, that the first trade was 

conducted by Trader 1 and the second trade was conducted by Trader 2. From an 

external point of view, Trader 2 is twenty times better at trading bunker fuel than Trader 

1. If a third trade was conducted with declining bunker fuel prices, Trader 3 might be 

twenty times worse than Trader 1. The remuneration is based on performance. If the 

bunker fuel price was controlled by the traders, the above ranking would be fair. 
                                                
118 Hillier, Grinblatt & Titman, p. 688 
119 Ibid. p. 689 
120 Hillier, Clacher, Ross, Westerfield, Jordan, pp. 89-104: Time value of money: Current money is valued 
higher than future money, due to current money’s potential capability of earnings. 
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However, when bunker fuel price changes are out of the control of the traders, the size 

of profit - or loss - is random. Therefore, randomness should not be rewarded. In order to 

avoid such random compensation, hedging the bunker fuel price reveals the true 

performance. With a fixed bunker fuel price, Trader 3 might even be the best trader due 

to harder work or more knowledge of the market. 

 

Example 3.2 illustrates the blindfold investors and owners can have, when certain risks remain 

unhedged. In order to hedge risk, some companies establishes risk management departments 

to deal with factor risks. In example 3.2, the risk management department could assist the 

traders by hedging their exposure towards the bunker fuel price. The following example will 

illustrate how the trades would work if the risk management contributed with hedging. 

 

 Example 3.3 

Company B still trades bunker fuel. They purchase bunker fuel from refinery B and sells 

it to their customers. Trader 1 takes a trade. He purchases 1 MT of bunker fuel from the 

refinery at a price of 100. The risk management now takes a position in a derivative 

which will hedge the company’s long position121 in bunker fuel. The risk management will 

take the opposite position, meaning they will go short. Assume the costs for this 

transaction is 0.25. Now, when bunker fuel prices go up, the company will lose on their 

short position in risk management, but will gain on their long position from having bunker 

fuel in stock. The trader then goes on to sell the bunker fuel to a customer. The price the 

customer will pay is equal to: the price of bunker fuel in the market + margin for the 

service which the trader provides, e.g. delivery, mixing etc.. When the bunker fuel is sold 

to the customer, the market price for bunker fuel has dropped to 80. However, Trader 1 

sells the bunker fuel for 82, given that the buyer is willing to pay 2 for the services Trader 

1 provides. The profit for the trade is therefore: Sale price - Cost of bunker fuel - Cost of 

hedge + win/loss on hedge. The profit is calculated to: 82 - 100 - 0.25 + 20 = 1.75. This 

way Trader 1 is still able to make money from trading, but now the factor risk of bunker 

                                                
121 Stocking bunker fuel, or another asset, is considered going long. The long position is exposed towards 
the price changes of the asset. Long positions only yield positive return from rising asset prices. The 
opposite of going long is to go short. When shorting, the asset is borrowed from another entity and sold 
on the market. After a period of time, the asset will have to be returned to the lender. If the prices in the 
market went down in the meantime, the asset can be purchased in the market at a lower price, than the 
sales price, and given back to the lender. Going short will only yield positive return when the price of the 
asset decreases. Both long and short position can be imitated by derivatives. 



 

 

fuel prices is hedged. The profit is an accurate display of the traders performance, and 

can be rewarded accordingly. 

 

The hedging not only minimizes exposures towards certain risks, but it also makes the traders 

trades more compatible. Some traders might be able to earn a profit of 1.75 % per trade, while 

some earn 5 % and some lose money when they trade. The profit is an accurate display of the 

traders’ performance, and can be rewarded accordingly. 

 

3.1.6 Hedging versus Speculation 

So far, this section has focused on risk management as a tool to hedge risk, however, some 

companies tends to see risk management as a tool to create profit through speculation. M&M 

states that the factor betas determine how sensitive a company is to a given factor risk. Through 

derivatives, the company is able, within a certain degree, to control how sensitive it should be to 

such factor risks. If the factor beta to oil price changes is close to zero, the company is not very 

sensitive to such changes. On the contrary, the company can choose to be exposed to oil price 

changes on a greater scale, by adjusting the factor beta to more than 1. This is done by 

speculative derivatives, but with opposite effect than a hedging derivative. The hedging 

derivative’s main objective is to decrease the sensitivity to the oil price changes, where a 

speculating derivative’s is to increase the sensitivity. This can be summed in Table 3.2: 

 

Table 3.2122 

Approaches to factor 
risk and 
consequences 

Hedging derivative Unhedged position Speculative 
derivative 

Factor beta value <1 1 1< 

Result Underexposed to 
factor risk Exposed to factor risk Overexposed to 

factor risk 

Volatility Less volatile than 
market Market volatility More volatile than 

market 

Outcome High certainty, low 
risk 

Average certainty, 
average risk 

Low certainty, high 
risk 

                                                
122 Own production 
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The incentives for companies to pursue the speculative approach rather than the hedging 

approach, is often due to a belief, that the company possesses advantageous information that 

the market does not, and thereby is capable of predicting the future better.  

 

 Example 3.4 

Company C is the world’s largest supplier of oil, delivering more than 30% of the total 

supply of oil. Company C is aware of the impact it has on the market, and on the oil 

price. Company C has recently found new oil reservoirs, and can increase their supply to 

a total of 35%, increasing the global oil supply with 5%. The company sees this as 

advantageous information. The oil price is 100, and the company purchases futures, with 

a fixed oil sales price at 100, since they expect, that the new oil supply will result in a 

decline in oil price. Company C reveals their extended oil supply, and the oil price begins 

to decline. However, almost simultaneously, war is declared among the oil producing 

countries in the Middle East, and the global oil supply vastly decreases, skyrocketing the 

oil price to 135. From a speculative point of view, the loss is the 100 - 135 = -35 plus the 

costs of the futures. 

 

Speculations, of course, also have positive outcomes, however, Example 3.3 seeks to visualize 

the biased view a company might possess, when it finds itself in positions with great market 

impact, on how pivotal internal information is.  

 

In order to align the company’s wanted risk-profile, that being either hedging or speculative, with 

the incentives of the employees executing the risk strategy, the most beneficial salary or bonus 

schemes should be elected. 

 

3.2 Game Theory - Explanation of Games and Player Incentives 

 

3.2.1 Normal-Form Games 

When analyzing incentives of relevant players within the OWB case, that being managers’ 

incentives to choose a specific action, the game-theoretic approach is useful, in order to reason 

why players choose certain actions and how changes in expected pay-offs can lead those 

players to choose different actions. From a game-theoretic point of view, such scenarios are 

defined as games and the actions chosen by the players, are defined as strategies. A player 

might have several strategies to choose from, and each strategy returns a specific pay-off to 



 

 

that player. These pay-offs often differs in utility for the player, and the player therefore have 

preferences regarding these strategies, and will choose the strategy returning the highest pay-

off. The concept can be visualized in the follow normal form123 game in Table 3.3: 

 

Table 3.3124 

Expected pay-off  Strategy 1 Strategy 2 

Player 1 1 10 

 

Player 1 will in the above game always choose Strategy 2 in Table 3.3 to maximize payoff. 

However, in a game with more players, even more potential outcomes reveal themselves, and 

in order to predict what each player might choose, the equilibrium of the game must be found. 

Such an equilibrium is found in follow game in Table 3.4: 

 

Table 3.4125 

 
Expected pay-off  

Player 2 

Strategy 1 Strategy 2 

 
Player 1 

Strategy 1 ( 1,5  ) ( 10,5 ) 

Strategy 2 ( 1,10) (10,10) 

 

Player 1’s highest pay-off derives from Strategy 2, notwithstanding Player 2’s choice of strategy. 

Player 2’s highest pay-off results from Strategy 2 in both scenarios. As a result, both players will 

always choose Strategy 2, making it a dominating strategy. A strategy is dominating when it 

yields a larger pay-off regardless of which strategies other players choose. The game in Table 

3.4 maximizes total welfare, however, this is not always the equilibrium in a game. This is 

visualized in Table 3.5: 

 

 

                                                
123 Gibbons, p.2 “In the normal-form representation of a game, each player simultaneously chooses a 
strategy, and the combination of strategies chosen by the players determines a payoff for each player”” 
124 Own production 
125 Own production 
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Table 3.5126 

 
Expected pay-off  

Player 2 

Strategy 1 Strategy 2 

 
Player 1 

Strategy 1 (1,1) (4,0) 

Strategy 2 (0,4) (3,3) 

 

The best strategy will be dependant on information given and the ability to coordinate. The 

game in table 3.5 resembles the Prisoner's Dilemma127. Given that the players cannot 

coordinate their strategies, they are unable to maximize their total welfare.  

 

3.2.2 Sequential Games 

In a sequential game, players move in turns. Players will choose strategy based on the 

preceding players decisions. If every player is able to observe every preceding players decision, 

the game is one of perfect information. If at least one player is not able to observe preceding 

decisions, the game is one of imperfect information128. Games are solved through the 

backwards induction method129. Sequential games are displayed through the extensive form130. 

The study of the principal and agent relationships will build around the sequential game. The 

goal for the principal will be to maximize his own utility. His choice of strategy will therefore have 

to incentivize the agent to choose the strategy which maximizes the principal’s welfare. Game 

Tree 3.1 illustrates a sequential game. 

 

 

 

 

                                                
126 Own production 
127 Gibbons, pp. 90-92 
128 Ibid. p. 55 
129 Ibid. p. 57 
130 Ibid. pp.115-116. “The extensive-form representation of a game specifies: (1) the players in the game, 
(2a) when each player has to move, (2b) what each player can do at each of his or her opportunities to 
move, (2c) what each player knows at each of his or hers opportunities to move, and (3) the payoff 
received by each player for each combination of moves that could be chosen by the players.” 



 

 

Game Tree 3.1131 

 
Sometimes strategies will be associated with costs and a probability for a specific outcome. This 

would mean that the expected payoff will be a function of the different outcomes times their 

value and probability of occurrence. This will add a deeper layer of complexity to the game, 

since not all payoffs are a direct effect of the effort by the agents.  

 

3.3 Principal and Agent Theory 

 

3.3.1 Incentive alignment 

“The directors of such [joint-stock] companies, however, being the managers rather of other 

people’s money than of their own, it cannot well be expected, that they should watch over it with 

the same anxious vigilance with which the partners in a private copartnery frequently watch over 

their own. Like the stewards of a rich man, they are apt to consider attention to small matters as 

not for their master’s honour, and very easily give themselves a dispensation from having it. 

Negligence and profusion, therefore, must always prevail, more or less, in the management of 

the affairs of such a company. — Adam Smith (1776)”132 

 

This well know theory arises from the problem, where an entity is able to decide the outcome of 

an action, where another entity is affected. Usually this is seen in companies or political 

situations, where an agent/employee is motivated to maximizing his own utility, instead of acting 

in the best interest of the principal/employer. Assuming that an agent’s incentives are not 

always to act in the best interest of the principal, the principal can try to limit the divergence from 

his interest by establishing appropriate incentives, by monitoring the agent and by applying 

                                                
131 Own production 
132 Meckling & Jensen, p. 1 
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bonding cost, forcing the agent to expend resources if taking actions harmful to the principal, or 

compensation the principal if such actions are taken.133 

 

This theory addresses some of the problems when agent and principal incentives are not 

aligned, and will be used in a game theoretical approach towards analysing the reasoning 

behind the actions taken in the OWB case, in regards to their strategy and deliberately hiding 

crucial information about the company from the public.  

 

3.3.2 Moral Hazard 

In continuation of the P&A Theory, the theory of moral hazard is used in the thesis. The theory 

arises from the problem, in which a partyseeks more risk because another party bears the 

burden of the risk. It often occurs under circumstances where the risk taking party in a 

transaction knows more about the intentions of the action, than the risk bearing party in the 

transaction, giving a situation of information asymmetry. A party, who is partly or completely, 

insulated by the risks of a transaction, will often act differently in a market, compared to a party 

completely exposed to the risk of the transaction. Shifting the risk distribution between the 

principal and the agent, can alter the equilibrium of the game. If upside potential is shared by 

the agent and the principal, then the agent’s eager to seek risk, will depend on how limited risk 

exposure is. Erasing all moral hazard will socioeconomically be too burdenful. Studies show that 

moral hazard might be beneficial for our society as a whole. “... the inefficiencies arising from 

such moral hazard may be more than offset by the gains from the greater investments and 

innovations they allow”134. In the study the moral hazard is in relation to limited liability of 

companies and the capital providers, however the thesis projects the conclusion to a more 

general level. The concept of agents not bearing full responsibility for their actions could lead to 

greater investments and innovations, which also indicates that the general risk averseness to 

some extend hampers the economy in companies. This conclusion on moral hazard resembles 

to the old italian saying chi non risica non rosica135. 

 

 

                                                
133 Meckling & Jensen, p. 6 
134 Chang, Ha-Joon p. 785  
135 Nothing risk, nothing reward 



 

 

3.3.3 Hidden Action and Outcome-Based Contracts136 

The principal is subject to incomplete information, since his knowledge about an agent’s actions 

on the job is neither perfect nor complete. The asymmetries - where one party has information  

which the other part desires but does not have - are common in most principal & agent 

relationships. The problem of self interest can make an agent reluctant to share all information 

with the principal. In severe cases, the agent might be motivated to send false information to the 

principal. The hidden action model works under the assumption that outcomes derived from 

P&A relationships are partly determined by exogenous factors, which neither the principal or the 

agent controls. In order to minimize the information asymmetry or the effects of the information 

asymmetry, the principal can try to monitor the agent, though this is costly. The principal will 

bear all the risk, and the agent will receive a fixed salary. The other option is to conduct to an 

outcome-based contract, where the agent’s actions are evaluated on a realized outcome. An 

outcome-based contract shifts some of the risks towards the agent, since their pay is partially 

exposed to exogenous factors, but the agent will also be rewarded for an extra effort if this effort 

yields better results. The outcome-based contract should be designed, so the highest payoff for 

the agent is also the highest payoff for the principal,  thereby aligning incentives.  

 

3.3.4 Outcome-Based Contracts in Risk Management  

Outcome-based contracts in risk management departments could segregate hedging from 

speculation. If hedging is the preferred approach in the department, an employee would benefit 

from having an outcome-based contracts rewarding the quality of his hedging, instead of 

rewarding profits. The measurement could be the betas of the factor risks, with the higher bonus 

being awarded for lowering the beta of a certain factor risk. Companies might find it beneficial to 

implement this type of remuneration strategy, to align the incentives of the principal and the 

agent, lessening the need for monitoring.  

 
3.3.5 Shifting Risk of Investment from the Principal to the Agent.  
Following the theory of outcome-based contracts, where some risks are shifted towards the 

agent, an example is set up to illustrate some of the considerations a principal should go 

through, before hiring agents to invest for him. For the purpose of this single speculative 

investment, it is assumed that there is no cost for the principal to hire the agent. The probability 

for this short term and speculative investment is based on the theory of the random walk, giving 

us a 50% chance of winning or losing. The profit should be seen as extra profit compared to 

                                                
136 Bergen, Dutta & Walker, pp. 1-24 
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diversifying a portfolio and following the market with a buy and hold137 strategy. Not investing 

will give a 100% probability of no gain or loss compared to the market portfolio.  If the 

investment is successful, the agent and the principal will split the profit 10/90. This will unlikely 

be the case in  real life, since the principal needs to be compensated a lot more for the large risk 

he bears. This is a game where only one player gets to make a move, while the other player is 

affected by the first player’s move.  

 

Game Tree 3.2138 

 

  
 

Not investing will not yield any extra payoff or loss. For the agent, investing will yield the 

expected payoff of: 0,5*1+0,5*0 = 0,5. For the principal, investing will yield the expected payoff 

of: 0,5*9+0,5*(-10)= -0,5. In the given example, the investment will therefore be the best 

strategy for the agent, but the worst strategy for the principal. In this game even a risk averse 

agent would invest, since the expected payoff higher for the agent, than not investing. The 

investment where the agent bears no risk, e.g. where the agent has no downside, does not align 

the best strategy for the agent with the best strategy for the principal.  

 

 

 
                                                
137 Long term investment in order to catch benefit of the market always going up 
138 When the agent bears no risk for the investment. Own production. 



 

 

Game Tree 3.3139 

 
Now, the agent bears more risk if the investment goes wrong. The payoffs have therefore 

changed for the agent. Still, when not investing, the payoff is, with a 100% probability, 0. When 

investing, the agent has an expected payoff of: 0,5*5+0,5*(-5) = 0. The principal's payoff is the 

same as the agent’s payoff: 0,5*5+0,5*(-5) = 0. Here only a risk seeking agent would invest, 

since the expected payoffs for investing is the same as for not investing.140 In this example, the 

incentive for the principal to hire an agent, would only exist, if the opportunity cost exceeds the 

transaction cost. However we see, that giving the agent a downside will align the best strategy 

for the agent with the best strategy for the principal. This explains why for some sort of 

management shareholdings can have a positive effect on firm value141.  

 

Assuming that most of the investment funds are able to cover their costs142, costs can be added 

to the example in Game Tree 3.3, followed by increasing the expected payoff to match the cost, 

or simply keep the cost out of the example and the chance of a positive return to 50%. However, 

the cost of the agent could also possibly be covered by the buy and hold strategy and 

diversification of the portfolio to approximate the market portfolio.  

 

                                                
139 When the agent bears some of the risk for the investment. Own production. 
140 Transaction cost would promote to not invest 
141 Hillier, Grinblatt, Titman, pp. 591-593 
142 Barras, Scaillet and Wermers, pp. 179-216 - one of the findings in the study 
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3.3.6 Measurement of Investment Agent Performance 

The theory therefore confirms the random walk, questioning the existence of investment 

companies. Private investors might perceive their investment better managed by professionals 

or might not have the time to manage their own portfolio. The offering of securities 

approximating the market portfolio could also be valuable for noninstitutional investors. 

However, performance must be measurable to rationally pick the right investment manager. In 

case of OWB, the speculative investments started out as a hedging business, but ended up 

becoming a profit-centre. However, it might be difficult to distinguish random success from skill. 

This is crucial for the decision to invest or not invest, as skill could alter the probability of the 

outcome of a speculative trade, shifting the expected payoffs and therefore shifting the 

incentives to conduct such activities. Different sources give many indications for how good or 

bad an investment/speculation manager is. Most studies are geared towards analysing fund 

managers, where the managers are in charge of a pooled capital from many different investors, 

that being private or corporate investors, providing the capital to be invested and hopefully make 

a good return. Some sources gives the impression, that fund managers are able to beat the 

market over a given period of time143, while some say that they hardly beat the market at all144. 

This information generally comes from articles and the news, and one should not read too much 

into it. Some of the key problems with statistically analysing fund managers through time is, that 

those statistical analysis often only show data from the funds still active145, thereby deleting all 

the results from data from the worst funds, skewing the results towards some better or randomly 

successful funds.  

 

Game Tree 3.3 shows an agent relying on random success, given that the chance is fifty-fifty for 

winning or losing on the investment.  

If the agent was better skilled, the agent might be able to more frequently enter investments, 

where the probability of winning was higher than loosing, making the expected return better for 

                                                
143 Opinion: This study shows stock-fund managers can beat an index by Conrad de Aenlle 3rd of June, 
2015. See list of sources for link. 
144 Do any mutual funds ever beat the market? Hardly. by Jonnelle Marte, 15th of March 2015. See list of 
sources for link. 
145Jagannathan, Malakhov and Novikov, p. 30: Referred to as The Survivorship Bias: “Our analysis 
highlights difficulties that arise in predicting how a hedge fund manager will perform in the future relative 
to his peer group. While the assumptions we had to make in order to answer the question of performance 
persistence among hedge fund managers appear reasonable, we need a better understanding of what 
happened to funds that vanished from publicly available databases to provide a quantitative answer to 
that question with utmost confidence”  
 



 

 

the principal. The principal would therefore compensate a more skillful investor with a higher 

pay. Statistically it is very hard to discover whether an investor’s performance is influenced by 

random success or is skillful.  

 

Chart 3.1146 

  
Chart 3.1 shows “... evidence of short-term fund manager skills that disappear in the long 

term”147, along with the fact, that over the period the numbers of skillful funds declined while the 

number of unskillful funds increased148. The zero-sum funds, which exactly cover their fees and 

costs, are estimated to average around 75,4% and are therefore not shown in Panel A in Chart 

3.1. The chart, however, is corrected for random success, and “Most actively managed funds 

provide either positive or zero net-of-expense alphas”149 and the statistics are only drawn down 

to around zero-sum, because “investors seem to increasingly tolerate the existence of a large 
                                                
146 Barras, Scaillet and Wermers, p. 199 
147 Ibid, p. 202  
148 Ibid. p. 199  
149 Ibid. p. 214 
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minority of funds that produce negative alphas”150. Actively managed funds with non skillful 

managers are therefore still able to generate some profits. The thesis assumes, that the general 

upward trend in the market can be an explanation for this generated profit. Whether or not this 

profit exceeds the return of the market portfolio is not investigated, since the profit is measured 

against the cost of the agents, and not the opportunity cost of not approximating the market 

portfolio. 

 

The figure further shows, that the number of skillful funds wsre increasing until the year of 1993. 

Coincidentally, the internet was launched in 1993. Given the theory of asymmetric information, 

the change in information technology might have caused the market to approximate a more 

perfect and efficient market, given that the cost of gathering information has decreased. Given 

the faster and less costly access to information through the internet, an investor might be able to 

assess investments better, if the information is filtered properly151. 

 

“The only way informed traders can earn a return on their activity of information gathering, is if 

they can use their information to take positions in the market which are "better" than the 

positions of uninformed traders. "Efficient Markets" theorists have claimed that "at any time 

prices fully reflect all available information" (see Eugene Fama, p. 383). If this were so then 

informed traders could not earn a return on their information.”152 

 

This could indicate, that before the internet, more skillful investors were able to pick the right 

investments, because they were better informed that other traders. The term skillful could 

therefore cover the ability to take a better position in the market, based on available information. 

This advantage presumably becomes smaller with information sharing technology, shifting the 

equilibrium between cost of retrieving information and the profit derived from gathered 

information. Regardless of the influence of the internet,  the thesis assumes, that if skill 

becomes less prominent in the market, no matter the reason, the average fund/investor has to 

rely more on randomness when trying to obtain a profit that beats the market153. The random 

                                                
150 Barras, Scaillet and Wermers, pp. 214-215 
151 Access to more information might both contain reliable information and noise 
152 Grossman & Stiglitz, p. 404 
153 The increased numbers of investing funds might also have affected the outcome of the evolution of 
skillful funds. More funds could produce more noise in the market, and if enough people follow the noise, 
so will the market, even if there is no evidence for the noise being true. The lemming effect can also play 
a role in the increased difficulty of being a skillful fund manager. As an example of the lemming effect: 
Bavarian: Kerrisdale har sammenlignet æbler og pærer (Bavarian: Kerrisdale has been comparing apples 



 

 

walk theory indicates, that if in a efficient and perfect154 market, investors have a fifty-fifty 

percent chance of winning or losing on an investment.  

 

Concluding that, the few investors/fund managers/agents who are still able to perform skillfully 

in the market are therefore more valuable to a principal, potentially driving the costs up for the 

principal and thus negating some of their competitive advantage compared to the average 

trader. This is not always the case, as some studies shows that costs of fund managers are not 

statistically correlative with their performance155. 

 

The thesis, however, seeks to address, that decisions to try and beat the market with 

speculative investment could be based on the assumption that a certain manager is skillful 

enough to generate excess profit, however historical data of positive returns could also be the 

results of random events156, since data shows that skill generally disappear over time. 

Therefore, perceiving historical data of profit from speculations as not random, but based on 

skill and believing that the manager is able to beat the market in the long run, could lead to the 

company believing that their risks are under control, while previous profits were results of 

randomness. Heavily reliance of randomness is not a characteristic of a stable company.  

 

3.3.7 A Firm as a Nexus of Contractually Controlled P&A Relations:     
“The firm is not an individual. It is a legal fiction which serves as a focus for a complex process 

in which the conflicting objectives of individuals (some of whom may “represent” other 

organizations) are brought into equilibrium within a framework of contractual relations.“157  

 

The above approach, is used to analyse the incentives within a company. All the individuals in a 

company are tied together with contracts, ensuring alignment of the incentives of individuals, 

                                                                                                                                                       
with pears) by Ritzau Finans, Børsen, 25th of August 2015. See list of sources for link: The Bavarian 
Nordic stock price fluctuations in 2015 where the hedge fund Kerrisdale Capital publicly told that they 
entered a short position in the stock, causing the stock to fall. The lemming effect is discussed in the 
study by Wang, p. 276: “Less informed investors may rationally act like trend chasers.” See list of sources 
for name of study. 
154 No market will ever be perfect, since a “perfect” market would cease to exist according to Grossman 
and Stiglitz, “On the Impossibility of Informationally Efficient Markets”, 1980 
155 Michael Christensen, Evaluating Danish Mutual Fund Performance, Aarhus School of Business, His 
study cannot confirm the relation found in the US between fund performance and expenses. 
156 Hult, Lindskog, Hammarlid, Rehn, preface,“Financial data are the consequence of human actions and 
sentiments as well as random events. It is impossible to know the extent to which historical data explain 
the future that one is trying to model” 
157 Jensen & Meckling, p. 9 
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leading work towards a mutual goal: Creating shareholder value for the owners of the company. 

In order to do so, the principal must create a contractual relation with an agent, in a way that is 

beneficial for both parties. Usually, the principal is providing access to materialistic resources 

such as a capital, machines or factory and the agent is providing a combination of skills and 

time, which the principal is lacking. The usual trade is the principal offering a steady, secure pay 

in exchange for the work the agent performs. In order to take most of the risk, the principal is 

therefore also entitled to keep any excess value which the agent creates in his work. The 

incentives for the agent to perform his work, is keeping his job and his income. However, he will 

not do excess work, since that will not yield any extra utility for the agent. In order to make an 

agent increase performance, there needs to be incentives. The incentives can be different 

bonuses or overtime pay, but can also be simple recognition from the principal. Incentives can 

be used to align the interests of the principal and the agent, following the theory of  hidden 

action and outcome-based contracts.  

 

3.3.8 Monitoring Management 
Different owners mean different interests. When the manager-owned company operates, the 

contractual relations with the agents only need to follow the incentives of the manager, and the 

manager will have incentive to maximize his own utility, and not necessarily the utility of a 

separate owner. If the manager-owner sells stocks, selling parts of the ownership to 

stockholders, his incentives as a manager will shift, since now he no longer bears the total risk 

himself. The manager will be more inclined as to withdraw utility to himself as his function as a 

manager, and less inclined as to withdraw utility throughout his function as owner, as that utility 

will have to be shared with the other owner(s). Therefore, the stockholders will have to monitor 

the manager, to ensure that he is following the stockholders incentive. In a company structure, 

this can be accomplished by the board of directors. This applies also, when having a company 

solely owned by stockholders. The cost of having a board and finding appropriate board 

members is held by the stockholders. Stockholders with more capital invested in the company 

will be more inclined to invest more resources into securing a board member who oversees his 

own interests. A stockholder who has invested less capital in the company, given the cost of 

finding a board member is not related to the amount of invested capital, thus a stockholder who 

has invested less capital, will be inclined to free-riding. Furthermore, the cost of monitoring the 

management has to be compared to the cost of implementing outcome-based remuneration 

plans for agents/executive management.  

 



 

 

3.3.9 Trade-Off between Portfolio Diversification and Improved Monitoring of 

Management 

As an investor buying into a new share, like the OWB share, one has to make a choice: Either 

spend sufficiently resources to acquire enough shares to be able to control the board, or to 

diversify one’s own portfolio and follow a portfolio like the market portfolio. Ultimately, most 

companies are too expensive for a single investor to gain any meaningful control, thus the most 

prevalent strategy is to diversify158159. Larger financial institutions, e.g. hedge funds, might be 

able to exercise more control by investing a large portion of capital in a corporation, and further 

gearing their holdings with derivatives160. As in the OWB case, Altor retains a considerable 

portion of the shares161, while 10 % goes to small private investors and the remaining shares 

are bought by bigger funds, including the pension funds ATP and PFA162. Pension funds are 

found to have no real impact on the performance in companies, where they chose to become 

involved163, since such funds tend to invest in already well-managed companies. Theoretically, 

the strategy which was set by Altor for the company before the IPO, would still be followed by 

the management team, with relatively little monitoring from the new owners, since theory implies 

that cost related to monitoring a single company is too high164. Such free-riding by shareholders 

might become a problem, since the cost of monitoring for the individual investor is too high to 

monitor the management of a corporation. Further, investors cannot punish managers who does 

not maximize shareholder wealth. The lack of monitoring can cause the managers to maximize 

their own wealth, sometimes at the expense of the company, like the cases of Enron, Worldcom 

and Tyco165. Notably, none of the individuals involved in the cases owned a large amount of 

equity themselves. In relation to OWB, Altor only owned 97,7% of the shares in OWB before the 

IPO, while the remaining equity was owned by the management, board and key employees166, 

aligning their incentives to a certain degree. The equity distribution in OWB bears resemblance 

to the equity distribution in Enron, Worldcom and Tyco. 

                                                
158 Hillier, Grinblatt, Titman, pp. 587-588 
159 Hillier, Clacher, Ross, Westerfield, Jordan, pp. 367-369. See the CAPM model for theory about the 
market portfolio. 
160 Hillier, Grinblatt, Titman, p. 588 
161 35.3% of the shares is retained by Altor, according to the prospectus of OWB.  
162 Skouboe, Jakob, pp. 94-95 
163 Hillier, Grinblatt, Titman, p. 588, based upon two studies by Black in 1998 and Gillan and Starks in 
2007.  
164 Hillier, Grinblatt, Titman, p. 587 
165 Ibid. p. 586 
166 Prospectus, p. 15, section B.6.  
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3.3.10 Downsides of Using Outcome Based Contracts.  

OWB did use bonus programs and share option incentives to align the incentives of the key 

employees and managers leading to maximization of shareholder value167. These programs are 

designed to lessen the tendency of managers “consuming on the job”168, meaning that if they 

cut spendings on unnecessary expenses and actually perform their best, in contrast to just 

performing average, the company might be able to report a higher earning. This would hopefully 

increase the value/share price of the company, given that investors expect this new level of 

profit to be reachable in the future also, maybe even expecting this new growth rate in future 

years. This increase in share price would lead to an increase the value of the stock options in 

the incentive program, resulting in a wealth gain for the manager, when following the interests of 

the shareholders169. Given the problematic situation with monitoring managers in some 

companies, this can be used in a great way to reduce the necessity of monitoring.  

 

However, executive options theoretically can rise to infinite value, while at the same time they 

are bounded below at zero. This gives incentive to manager to engage in more risk projects, 

because the upside completely outweighs the downside170.  

In regards of making a company grow, this kind of remuneration can be a way to go, especially 

when the pay-for-performance is very sensitive to the growth of the company. This will put more 

risk on the manager, as growth companies tend to be more risky171, as they are not well 

established on the market yet and there are risks/uncertainties connected with expanding a 

company. Also, less mature companies will often not be well organized as mature companies, 

yielding more discretion to the managers. Giving them a higher pay-for-performance ratio might 

be a way to allocate more resources into growing the company, instead of monitoring the 

managers. However, the increased risk also means an increase in maximum wealth gain for the 

manager if he succeeds. This a double edged sword, since risky companies will also benefit 

from less pay-for-performance for the managers, as to ensure the managers prioritizing risk 

management higher and stabilizing the volatility of the firm.  

 

                                                
167 Prospectus, p. 27 
168 Hillier, Grinblatt, Titman, p. 601 
169 Ibid, pp. 602-603 
170 Ibid, p. 603  
171 Ibid, p. 602  



 

 

3.3.11 Outcome Based Contracts - Signals to the Market 

Usually, due to the cost of monitoring and the imperfections of the information available to the 

market, managers of a company will always have advantageous information compared to 

outsiders. This asymmetric information gap might vary in size, nonetheless, it will always be 

present. Adapting to an performance based remuneration plan for managers will also signals to 

the market. Managers will be more inclined to accept a performance based remuneration plan if 

he have inside information about the real value of the company, and believes that the market is 

valuing the company too low. On the contrary, if the managers think the company is valued too 

high by the market, they will try to avoid a performance based salary. This might cause share 

prices to react to a change of compensation plan, even if there is no change  in performance of 

the managers, since investors reads the signals as crucial information asymmetry about future 

expectations. Studies has found that companies with performance based compensation plans 

also had a higher share price172, but only correlation and not causality, indicating that the market 

will react positively to a performance compensation plan for the managers, increasing 

shareholder value based solely on expectations with no empirical evidence.  

 

Evidently, when trying to increase value of a company, the owners should adapt to a 

compensation plan for the managers which is based on performance, since the market will 

reward the company by valuing the company higher. 

 
 
3.4 The Game in OWB 
Compiling the data and theory, the situation in OWB is analysed through the following series of 

game trees. Altor expressed a wish to triple the profit of the company, incentivizing the 

executive management with performance remuneration of stocks, options and warrants. 

Assuming that the management sought to follow this goal, the backwards induction method 

analyses the payoffs for the different agents to find the equilibrium of the game. 

 

 

 

 

 

 

                                                
172 Hillier, Grinblatt, Titman, p. 603: Mehran (1995) 
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Game Tree 3.4173 

 
Game Tree 3.4 expresses a game involving an agent and a principal. The agent could be either 

a bunker trader or a risk manager. In order to push for higher efforts in OWB, a combination of 

monitoring and outcome based contracts was used. This enhances the notion of the expected 

payoffs for the principal to be higher when agents work under outcome based contracts. For the 

fixed payment strategy, the player will expect a higher payoff when exercising low effort 

compared to high effort. The fixed pay is not dependant of the agent’s effort, whereby the cost 

of exercising high effort is not rewarded. In order to incentivise the agent to perform high effort, 

the principal could monitor the agent. Monitoring is costly and lowers the payoff for the principal, 

but can eliminate free-riding from the employees. The expected payoff is further dependent on 

external factors. External factors add complexity and make the payoff vary independently of the 

agent’s effort. Simplified, each effort strategy has two payoff outcomes with associated 

probabilities. Given the theory of random walk, the probability of the different outcomes is set to 

50%. The game solves to the principal choosing outcome based contract with the agent 

performing high effort. The principal strategy of fixed income and the agent strategy of low effort 

is therefore omitted. To simplify the game and ease performance monitoring, hedging can be 

used to remove the uncertainty of external factors, as  expressed in Game Tree 3.5: 

                                                
173 Own production. Payoffs for illustrative purpose only. The doings in OWB are used to reason how the 
payoff structure must have been, under assumption of rational  players.  



 

 

Game Tree 3.5:174     Game Tree 3.6175 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

In this game it is easier to monitor both the skill and effort of the trader through returns, when 

external factors do not interfere. When Jim hired Kenneth to take care of risk management, he 

was aware that Kenneth had a positive track record of trades. It is not farfetched for Jim to 

assume, that Kenneth’s trading success ratio is skewed towards a better chance of winning than 

losing, which induced his outcome based contract and incentivised him to speculate. Based on 

Game Tree 3.4 the differences between the actual game and the perceived game for Kenneth 

can be expressed by Game tree 3.6. The negligence of the random walk theory and belief in the 

skillful investor, could have led the principal to assess the expected payoff to be higher than the 

expected payoff under the assumptions. The pressure from quarterly financial reports, declining 

revenue from bunker trades and the blindfolded trust in speculations to generate profit, led to 

higher volume of risk exposure via derivatives to save the quarterly profits. The skewed 

probability of the game led to levels of downside potentials exceeding the equity in the 

company. Recklessly extending unsecured trade credit can also be explained through a game 

where perceived upside and downside probabilities were skewed, pushing exposure towards 

single factors without further assessment of downside probability and impact.  

                                                
174 Own production 
175 Own production 
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- Chapter 4 -  
 

 
The legal framework for conducting a prospectus under Danish Law is important in the analysis 

of why OWB presumable understated some of the risks associated to their business model.  

This chapter will address the rules governing the prospectus liability. 

 

 
 

4.1 The EU Prospectus Directive 

According to national law in Denmark, a company seeking to list their stock on the Copenhagen 

Stock Exchange has to issue a prospectus beforehand176. This is common practice on most 

stock exchanges around the world, in order to provide potential investors with rightful 

information about the company prior to an investment. The reasons for publishing a prospectus 

before offering any form of security to the public, is to ensure investor protection and market 

efficiency. Information is seen as a key element in investor protection, as information is crucial 

for the investor to make informed assessments and an effective way to create confidence in 

securities177. The rules and regulations governing prospectuses under Danish law for listed 

companies are founded by EU, either through directives or commission regulation. The chosen 

setup is described in the Prospectus Directive, DIRECTIVE 2003/71/EC of 4th November 2003. 

This is to harmonize regulation between Member States178, providing companies the widest 

possible access to investment capital on a community basis, by granting companies a single 

passport, the EU-passport179, ensuring that prospectuses inside the union are mutually 

recognized in every Member State. This follows the general principle in EU about the free 

movement of capital, defined in TFEU Article 63180. 

 

                                                
176 The Danishs rules is examined in the following section 4.2 Danish Implementation of EU Rules 
177 Directive 2003/71/EC OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 4 November 
2003 prenote no. 10, 18, 19, 21, 27. 
178 Directive 2003/71/EC, Article 1 
179 Ibid. prenote number 4 and 14 
180 The strong internal market is one of the foundations for the European Union: “A functioning Single 
Market stimulates competition and trade, improves efficiency, raises quality, and helps cut prices. The 
European Single Market is one of the EU’s greatest achievements. It has fuelled economic growth and 
made the everyday life of European businesses and consumers easier.” - European Commision on their 
website under “Growth” and “Single Markets and Standards”. See list of sources for link. 



 

 

The obligation to publish a prospectus prior to offering securities to the public is found in Article 

3, no. 1, of the Prospectus Directive: 

 

“1. Member States shall not allow any offer of securities to be made to the public within their 

territories without prior publication of a prospectus.” 

 

Requirements for informations in prospectuses is found in the Commission Regulation (EC) No. 

809/2004 of 29 April 2004181: Article 22 states, the minimum requirements for a basis prospect, 

which are included in the annexes I to XVII and XXIII to XXX. A summary is not mandatory but if 

included, shall follow the requirements in Article 24. According to No 4, in Annex I, risk factors 

must be included. The paragraph reads the following: “Prominent disclosure of risk factors that 

are specific to the issuer or its industry in a section headed “Risk Factors”. Risk Factors are 

defined in Article 2, no. 3182 and reads as follow: “‘risk factors’ means a list of risks which are 

specific to the situation of the issuer and/or the securities and which are material for taking 

investment decisions;” No matter the format chosen for the prospectus, Article 25(1) and (2) and 

Article 26(1)183 list ‘Risk Factors’ as a mandatory component for the prospectus, which is then 

further specified in ESMA’s Q&A on Prospectuses, Question no. 11184: 

 

Q) Is it possible to omit the risk factors section from the prospectus on the basis of Article 23.4 

of the Prospectus Regulation?  

A) No, the prospectus must always include a description of the risk factors. 

 

In Annex I, Minimum Disclosure Requirements for the Share Registration Document, describes 

how to include Risk Factors in the prospectus: “Prominent disclosure of risk factors that are 

specific to the issuer or its industry in a section headed ‘Risk Factors’ ”. The responsibility for 

the prospectus is found in the Prospectus Directive, Article 6: “Member States shall ensure that 

responsibility for the information given in a prospectus attaches at least to the issuer or its 

administrative, management or supervisory bodies, the offeror, the person asking for the 

                                                
181 Consolidated version, with the updates from EC No 1787/2006 of 4 December 2006, EC No 211/2007 
of 27 February 2007, EC No 1289/2008 of 12 December 2008, EC No 311/2012 of 21 December 2011, 
EC No 486/2012 of 30 March 2012, EC No 862/2012 of 4 June 2012, EC 621/2013 of 21 March 2013, EC 
No 759/2013 of 30 April 2013, EC No 382/2014 of 7 March 2014. 
182 Consolidated version of Commission Regulation (EC) No. 809/2004 of 29 April 2004 
183 Ibid. 
184 ESMA Questions & Answers on Prospectuses, 18th updated version – 18 December 2012 
(ESMA/2012/855) 
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admission to trading on a regulated market or the guarantor, as the case may be. The persons 

responsible shall be clearly identified in the prospectus by their names and functions or, in the 

case of legal persons, their names and registered offices, as well as declarations by them that, 

to the best of their knowledge, the information contained in the prospectus is in accordance with 

the facts and that the prospectus makes no omission likely to affect its import.”185 The article 

further states that civil liability shall affect the responsible party/parties, and responsibility for the 

summary can only be established if the informations are misleading. 

 

4.2 Danish implementation of EU rules 

The obligation to publish a prospect in Danish Law is found in Bekendtgørelse af lov om 

værdipapirhandel m.v.186187, also referred to as Værdipapirhandelsloven (“VPHL”). Article 23, 1. 

part, 1. paragraph, states the following188: “An issuer or a person asking for the admission of 

securities to trade on a regulated market must not give admission of such securities to trade, 

prior to publication of an approved prospectus for the securities, according to Article 23(2) and 

Article 24(1)”189 The prospect must be approved by the Danish Financial Supervisory 

Authority190, according to VPHL § 23, 2. part. “The Danish Financial Supervisory Authority has 

to approve the prospectus.”191192 

 

Furthermore, the prospect is required to contain the necessary information for investors and 

advisors to create a well-founded overview of the assets, results, finances and future of the 

company. VPHL Article 23(3) states the following: “The prospectus must contain the information 

                                                
185 Our underlining 
186 LBK no 831 af 12/06/2014 “Current”, incorporates parts of 2003/71/EF of the European Parliament 
and of the Council of November 4. 2003, no. L 345, page 64. See endnote about this law for a more 
indept overview of the EU regulation incorporated in this law. 
187 The IPO of OWB is covered by this law according to VPHL §1, 1. part. no. 1 - “Denne lov finder 
anvendelse på værdipapirhandel, Stk. 2. Ved værdipapirhandel forstås, 1) offentligt udbud af 
værdipapirer”. (This Act is applicable to trading of securities. Trading of securities includes public offering 
of securities). Also, VPHL § 2, no. 1, litra a, and VPHL § 2b, provides legal basis for the IPO to be 
covered by this law 
188 Danish is the language of the applicable law. In the following, quotes in english will have the danish 
text in the footer. If any misunderstanding is derived from our translations, the danish text will prevail. 
189 Our translation. Original Danish legal text: “En udsteder eller en person, der anmoder om optagelse af 
værdipapirer til handel på et reguleret marked, må ikke foranledige optagelse af værdipapirerne til handel, 
før der er offentliggjort et godkendt prospekt for de pågældende værdipapirer, jf. stk. 2 og § 24, stk. 1.” 
190 Our translation. Original Danish name: Finanstilsynet 
191 Our translation. Original Danish text: “Finanstilsynet træffer beslutning om prospektets godkendelse.” 
192 Guidelines published by the Danish Financial Supervisory Authority: “Practical information if you are 
considering admission of securities to trading on a regulated market and offers to the public of securities 
of more than EUR 5,000,000 - 15 of July 2015.” 



 

 

deemed necessary to enable investors and their investment advisers to make an informed 

assessment of the assets and liabilities, financial position, performance and prospects and of 

any guarantor, and of the rights attached to the securities offered to the public or admitted to 

trading.”193 An entity seeking to offer their security to the public, must also prepare a summary to 

be included with the prospectus. This is to give investors a brief overview of the company, and 

contain key-information about the company, so the investor can easily consider whether or not 

to invest in the company194. According to § 16 in Stor Prospektsbekendtgørelsen195, part 3, no. 

4, persons who have made the summary for the prospectus may be liable for damages, if the 

summary does not contain key-information or is somehow misleading, when red together with 

the whole prospect. The executive management is responsible for the preparation of the 

prospectus, confer SEL196 article 111. It is considered a matter of course that those signing for 

the prospectus are also civil liable for any misleading, incorrect or inconsistent information, 

given the wording in VPHL Article 23(3), when subject to EU conform interpretation, especially 

considering the Prospectus Directive Article 6. The court will, in a given case, determine civil 

liability, based on the specific matters in that case197, in respect to the Danish tort principles. It is 

therefore reasonable to conclude, that parties signing for the prospectus can be liable for 

damages, including the management, board of directors, the offeror, issuing institutes, 

sellers/guarantor of the shares and so forth. The responsibility statement in a prospectus will list 

the responsible party, however this could likely be expanded given the involved parties and 

evidence of responsibility brought forth in court. Further, the Danish Criminal Act198 § 296 also 

gives the judges the opportunity to sentence people up to one and a half year in prison, if they 

“spread misleading or incorrect information” in tender documents.   

 

                                                
193 Our translation and underlining. Original Danish text: “Prospektet skal indeholde de oplysninger, der 
anses for fornødne for, at investorerne og deres investeringsrådgivere kan danne sig et velbegrundet 
skøn over udstederens aktiver og passiver, finansielle stilling, resultater og fremtidsudsigter samt over en 
eventuel garant og over de rettigheder, der er knyttet til værdipapirerne, som udbydes til offentligheden 
eller optages til handel.” 
194 Bekendtgørelse om prospekter for værdipapirer, der optages til handel på et reguleret marked, og ved 
offentlige udbud af værdipapirer over 5.000.000 euro, BEK nr 1104 of 09/10/2014, incorporating EC 
Directive 2003/71/EF of 4. november 2003 and EC Directive 2004/109/EF of 15. december 2004 
195 Ibid. 
196 The Danish Companies Act: Bekendtgørelse af lov om aktie- og anpartsselskaber (selskabsloven), 
LBK no. 1089 of 14/09/2015  
197 Case law will establish the use of The Standard of Faults / Culpa, as per normal tort cases in Danish 
law. See Hafnia, bankTrelleborg and “Difko” cases examined in the following section 4.3 Danish Case 
Law 
198 Straffeloven, LBK no 873 of 09/07/2015.  
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4.3 Danish Case Law 

 

4.3.1 The Hafnia case 

In 2002 the Danish Supreme Court dismissed the claims against Danske Bank and the other 

sued parties in the Hafnia case199, because the informations in the disputed prospectus were 

informative enough about the high risk related to the shares200. Investors were warned that the 

investment was risky, and Danske Bank was therefore not accountable for any loss suffered by 

the investors in this case. The whole reason for issuing new shares was to solve economic 

problems within the company, problems arising from decreasing stock value of two newly 

acquired insurance companies and interest rates of the loans used to raise to money to acquire 

the new stocks. This information was included in the prospectus and therefore the rational 

investor ought to have know the risks related to the stock emission.  The case shows that the 

civil liability regarding prospectuses follows the normal principles for tort-cases201, and therefore 

follows the standard of fault202, i.e. culpa. The court also did not examine specific parts of the 

prospectus, but assessed the prospectus as a whole203. It is therefore not possible to establish a 

specific amount of faults that a prospectus may contain, based on this case, since the mistakes 

in the prospectus were not “severe” enough to establish liability.  

 

4.3.2 The bankTrelleborg case 

In 2013, the Danish Supreme Court changed the prevailing jurisprudence in Denmark with the 

bankTrelleborg case204. It was decided that sparTrelleborg, in 2007, should be restructured into 

a limited liability company, named bankTrelleborg A/S. Guarantors were therefore given the 

choice of converting their guarantee certificates to stocks in the new company, have them paid 

out in cash or converting the capital to a 5-year loan to the company. A number of investors 

chose to convert their guarantee certificates into shares, at a price of DKK 250 per share. Since 

the new company was issuing stocks, they had to present a prospectus to the new investors, 

according to Danish law. In 2008 bankTrelleborg merged with Sydbank, therefore triggering a 

compulsory redemption of the stocks in bankTrelleborg. This was done at DKK 93.27 per share, 

                                                
199 Case no. U.2002.2067H 
200 Højesterets bemærkninger (supreme court comments), no. 4, Samlet bedømmelse af Prospektet 
(Overall assessment of the Prospectus)  
201Werlauff & Schaumburg-Müller, p. 437 
202 Eyben, Isager, p. 43 
203 “efter en samlet vurdering er af væsentlig betydning for bedømmelsen af selskabet”  (Our translation: 
an overall assessment is of vital importance in the judgement of the company), UfR 2002.2067 H, p. 2259 
204 Case no. U.2013.1107H 



 

 

a lower price, than what the share was worth when guarantee certificates was converted into 

stocks the 28th of March 2007. This lower share price reflected the market value of 

bankTrelleborg. Evidently, the shareholders suffered a loss. The Danish Supreme Court found 

that the initial prospectus of bankTrelleborg had several shortcomings. The prospectus stated 

that there was not provided security for the bankTrelleborg’s debt, while in fact, they had 

deposited security for around DKK 300 millions to the lender205. The prospectus failed to 

mention that this security deposit could result in a senior-loan of DKK 1.3 billion, and possibly 

would be claimed fulfilled as breached, due to negative pledge clauses in the lending 

agreement. A serious solvency risk for bankTrelleborg. The senior loan was given to 

bankTrelleborg by mainly foreign banks, including Bayerische Landesbank and Arbejdernes 

Landsbank206. The negative pledge clause stated that “The borrower will not, other than in the 

ordinary course of business, create or permit to subsist any security over the whole or any of its 

undertaking, property or assets (including without limitation, revenues, present or future, unless 

. . .”207. The security deposit of 300 million DKK to Spar Nord was therefore a breach of the 

negative pledge clauses in the senior loan agreements. This was not noticed until 2007208 by 

intern audit, but should have been noticed when drafting the prospectus, or at least when 

publicised to the investors. The prospectus also stated that bankTrelleborg had significant 

excess solvency209, which was not the case due to the risk of defaulting on the senior loans. The 

necessary solvency to run the business was created on a daily basis, and was therefore very 

risky and unreliable210.  Further, in section 5.5.2 Finansieringsforhold211 of the prospectus, 

bankTrelleborg state that they seek to increase deposits in the bank, to finance the growing 

lending business. A statement which could lead to defaulting on senior loans, and which could 

imply a solvency problem, since this could result in a bank operation which did not have a 

balance between the deposits and borrowings212, leading to a big deposit deficit.  

 

                                                
205 U.2013.1107H, page 28, “mangler ved børsprospektet”, Karnov Group Edition 
206 Ibid. p. 7  
207 Ibid. p. 7 From the English loan agreement cited in the case 
208 Ibid. p. 7  
209 Ibid. p. 2 “3.4 Likviditetsrisici” 
210 Ibid. p. 7 
211 Ibid. p. 2 Our translation: Finance conditions 
212 A trend that was prevalent in the years up to 2008 according to the 2014 market development report 
(Original Danish title: Markedsudvikling 2014) from the Danish Financial Services Authority, p. 13 shows 
the decrease of deposit deficit  and p. 20 shows the increase of buffer in the bank to withstand losses. 
See list of sources for link. See also new BASEL III regulations in regards to banks ability to withstand 
financial losses on capital markets. 
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4.3.2.1 Liability in the bankTrelleborg case 

In order to establish a responsibility, the court had to, as established in the Hafnia-case, use the 

general tort principle - the standard of fault. This requires the tortfeasor to have acted in a faulty 

or negligent way. Following the standard of fault, if the tortfeasor did act in a faulty or negligent 

way, then the economical loss, causation, predictability and contributory negligence has to be 

established or dismissed in order to place a responsibility. Before the prospectus was made 

public, bankTrelleborg had the option to make the prospectus undergo a verification process, 

where an independent third party checks the validity of the information given in the prospectus. 

bankTrelleborg opted out of this option213. Given bankTrelleborg’s inexperience in prospectus 

preparation, a verification process therefore could have found the shortcomings in the 

prospectus before listing the company. The actions of bankTrelleborg had therefore, according 

to the Supreme Court214, giving rise to liability, since only the board of directors and executive 

board can vouch for rightfulness of the information given in the prospectus215. The prospectus 

was therefore found faulty, due to the missing informations about the senior-loans, and due to 

the breach of these following the negative-pledge clauses in the senior-loan-agreements. The 

risks following this agreement should also have been noted as a risk factor. The prospectus was 

therefore deficient, and the deficiencies were deemed essential to the valuation of the company. 

The company had therefore breached VPHL Article 23(3) by not including this information. In 

continuum, court found that bankTrelleborg had acted faulty and/or negligent, due to the 

shortcomings in the prospectus. 

 

4.3.2.2 Loss, Causation, Predictability and Contributory Negligence216  

In order to establish a responsibility, the court had to, as established in the Hafnia-case, use the 

general tort principle, the standard of fault217. This requires the tortfeasor to have acted in a 

faulty or negligent way. The court found that bankTrelleborg had acted faulty and/or negligent, 

due to the shortcomings in the prospectus. Following the standard of fault, the loss, causation, 

predictability and contributory negligence had to be established or dismissed in order to place a 

responsibility. The approach to estimate the loss in this case, was based on the invested capital, 

and what was left after the compulsory redemption. In this case, the loss suffered is the 
                                                
213 Trier Nielsen, Martin, p.1 
214 U.2013.1107H, p. 28, “ansvarsgrundlag” / (basis of liability) 
215 Ibid. p. 2, top right  
216 Ibid. p. 28, “Tab, årsagsforbindelse og egen skyld” / (Loss, Causation and Contributory Negligence). 
Every information will be based on information in this part of the judgement. There will therefore only be 
on note for this section.  
217 “Culpa-reglen” in Danish 



 

 

difference between DKK 250 and DKK 93.27 per share. The Danish Supreme Court assumed 

that the guarantors would not have converted their guarantee certificates if the prospectus had 

included rightful and complete information. The Supreme Court went even further, and decided, 

that because an investment is not made solely on the prospectus, but also on advice from 

bankTrelleborg which relied on the prospectus, this information would also affect their 

judgement. The investors did not read the prospectus themselves. However, even if the 

investors did read the prospectus, this does not dismiss the assumption, that the investors 

would not still have converted their guarantee certificates, due to the serious negligence in the 

prospectus. Had the prospectus included rightful and true information about the bank, then the 

negligence from the investors, for not reading the prospectus, could have established 

contributory negligence. But the evidence in this case showed, that the investors had no 

possibility of obtaining informations regarding the senior-loans and the accompanying negative-

pledge clause. The Supreme Court therefore states that both causation and predictability were 

present in the case.  

 

In all of 2007, the shares had a price of DKK 250 or above, a period where the investors could 

have sold their shares without a loss. However, no information in regards to the senior loans 

and deposited security was given in this period either, and the Supreme Court therefore states, 

that the short period of time, where investors could have secured their investments, is not 

sufficient to establish contributory negligence, and does not relieve bankTrelleborg from liability. 

Therefore the bank218 was liable for the loss suffered by the guarantors who converted their 

guarantee certificates into shares, based on a deficient prospectus.  

 

4.3.3 Judgement by the Maritime and Commercial High Court, 20. of January, 2012 - the 

“Difko case”219 

This case revolves around the prospectus for K/S Difko Island Express. The partnership220 of 

K/S Difko Island Express was to invest in a cargo ship, MV Island Express. The ship would be 

bought by Difko Invest A/S, hereafter Difko, and then offered through a partnership. To inform 

the investors, a prospectus was made. 

 

                                                
218 Since bankTrelleborg merged with Sydbank, Sydbank ended holding the final responsibility for the 
damages to be paid to the investors/guarantors.  
219 Case no. H-0075-09. Own naming of case as the “Difko case”. 
220 Kommanditselskab in danish. Joint, direct and personal liability between the partners.  
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It was Difko who was responsible for buying the ship, establishing the partnership and selling 

shares to the investors. The only possible way for investors to obtain information about the 

project was through the prospectus and Difko. Many investors invested on behalf of the 

prospectus. Since MV Island Express was a 17 years old ship, Difko had an inspector 

inspecting the ship prior to purchase. Part of the conclusion of the inspection was included in 

the prospectus, but several of the inspectors reservations were omitted. The inspector had 

noticed that not all information was available to him, this was also omitted. This included areas 

where the inspector had not been granted access to inspect. Especially the engine was found in 

a bad state, and needed renovation. The prospectus has many claims about the ship, including 

“a good workhorse” being one of the prominent ones, which caught the investors interest. Jan 

Mayland, employed in Difko, was in charge of the MV Island Express project. He had also used 

the claim “good workhorse” when describing the vessel. Irrespective of normal custom within the 

ship-trading sector, Difko chose not to have an inspector sail with the ship to check and inspect 

the ship, and faulty and deficiency remedies were not available for the buyer according to the 

purchase agreement, not even if Difko discovered faults on the ship before the agreed 

acquisition date. The court found that Difko had acted against good merchant practice and had 

increased their own risk in this case. The old ship also needed renovations of the engine, based 

on the previous mentioned inspection report. The court found that the inspection was 

inadequate, and therefore the cost estimations based on this report were made in an 

unprofessional manner. The engine of the ship had also been modified, which was not noticed 

by the inspection, and the engine was in such a bad state that it was not able to reach the 

described speeds. Speedlogs221 would have shown this. Not reaching the guaranteed speed 

would quickly decrease the profitability of the ship in this case. The prospectus further listed the 

wrong effect of the engine. The engine was presented as a strong and durable engine, but the 

manufacturer of the engine confirms that the specific type of engine in this vessel, had always 

been problematic and they advised new ships not to use it. Difko assessed it as a good engine, 

based on informations from larger “sister-ships”. Probably they did not have same engine. The 

claims in the prospectus about the engine were therefore in correlations to the information given 

by the manufacturer.  

 

When the ship was acquired in Singapore, the representatives from Difko were not allowed to 

test any of the ship’s functions. The ship was not able to dock harbour on its own, and had to be 

towed. Investors were not informed of this either. The court concludes that Difko had acquired 
                                                
221 Term used in the case, p. 3 



 

 

the investment ship, MV Island Express, in an unusual way and under circumstances which 

does not allow for a truly analyse of the project’s profitability. By acting in such a manner, and 

by publishing a prospectus in this faulty way, where the prospectus does not give full 

information about the profitability, condition, speed, performance and reliability of the ship, and 

where the representative of Difko, under an investor meeting, described the ship as a good 

workhorse, the courts finds, that investors were to bear a bigger risk of losses by participating in 

this investment-project, than would have been expected in this project, on basis of the 

information in the prospectus and the investor meeting. Difko was found liable for the losses 

suffered by both private and institutional investors, by acting in a faulty was.  

 

4.4 The OWB Analysis 

In relation to the listing of OWB, the CEO, Jim Pedersen, states the following: "After many years 

of solid organic and profitable growth, OWB is today one of the world's leading independent 

distributors of marine fuel. We have over the years invested in and built a robust and scalable 

business model that in the past three years has secured an average return on equity of over 

25%. In 2013, we delivered a growth of over 30% in the fundamentals we run the business after; 

volume, gross profit and operating profit. We are, in other words in good condition to welcome 

the new owners welcome”222. Especially, OWB claiming being a robust company unaffected by 

cyclical fluctuations in the oil price, was one of the drivers for many investors. In the following, 

an analysis of what the prospectus of OWB actually told investors is conducted.  

 

4.4.1 Faulty or Negligent Behavior: Information concerning derivatives 

In order to discuss whether or not the prospectus of OWB is faulty, the thesis starts with 

considering the information obtained from the prospectus.  

 

As various sources indicate, there was a mismatch between investors expectations of the risk 

profile of OWB and the actual risk profile of OWB, mostly because of the claimed lack of 

information concerning the risk management and their use of derivatives. In the following, 

selected statements from the OWB prospectus concerning the use of derivatives, are analysed.  

                                                
222 OWB Press Release 5th of March 2014 p. 1. Original Danish citation: “Efter mange år med solid 
organisk og profitabel vækst er OW Bunker i dag en af verdens førende uafhængige distributører af 
skibsbrændstof. Vi har gennem årene investeret i og opbygget en robust og skalerbar forretningsmodel, 
der i de seneste tre år har sikret en gennemsnitlig forrentning af egenkapitalen på over 25%. I 2013 
leverede vi en vækst på over 30% i de nøgletal, vi styrer forretningen efter; volumen, bruttoresultatet og 
resultat før skat. Vi er med andre ord i fin form til at byde nye ejere velkommen.” See list of sources for 
link. 
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Summary, B.3, Current operations and principal activities223: 

“We market, sell and distribute marine fuels and refuelling related services on a global basis to 

vessels in port and offshore. Our profits are driven by the volume of marine fuel we distribute 

and the service margin we charge our customers for each tonne of marine fuel distributed and 

not by the underlying marine fuel prices.”224 This clearly states that profits are not derived from 

marine fuel prices. Evidently, a bonus pater familias would think that the company hedges its 

positions, so the factor risk of fuel price changes does not influence the profit of the company. 

On the contrary, other statements in the prospectus indicate that this is not always true, giving 

rise to some contradictions within the prospectus.  

 

Further down in Summary, B.3: 

“As part of our integrated approach, our established risk management function controls and 

manages risks across our integrated business model. This has supported the successful growth 

of our business and creation of a diversified customer base. Our business has proven resilient 

to changes in macroeconomic conditions, oil and marine fuel prices and shipping rates.”225 Their 

strategy and risk management function is also proven to provide resilience towards 

macroeconomic factor risks, as crude oil and fuel prices. This gives an impression of a company 

with ability to hedge away most outside risks, as shipping rates are evidently a driving factor for 

the needs of marine fuel. Lower rates may increase the brutto tonnage of goods shipped by sea 

globally, increasing the need for delivered marine fuel, whereas higher rates will shift the 

equilibrium towards a lower brutto tonnage of goods shipped by sea. Changes in rates is related 

to changes in oil prices, and therefore also marine fuel prices, will certainly also change the 

profit derived for bunker fuel trading margins, given that margins are expressed in a percentage 

of the sold marine fuel. OWB therefore had to hedge their aggregated risk relating to the 

combined effect of lower demand for marine fuel, as a function of shipping rate changes, 

together with a profit change, based on a change in margins for their traded marine fuel. The 

impression of a very competent risk management department is presented, and the stability and 

macroeconomic independence of the company is enhanced.  

 

                                                
223 Prospectus, p. 24 
224 Our underlining.  
225 Our underlining.  



 

 

Using OWBs own words, risk management is the key to offer “high degree of control, 

predictability and stability”226  along with more competitive operations and “stable performance 

historically”227. “This stability has also been achieved in recent years during a period that has 

seen significant volatility in the global economy and in the market environment for our main 

customers.”228 The essential part to the success of OWB is their integrated business model and 

the centralised risk management, while ensures stability even when global economy 

experienced significant volatility.  

 

Summary, D.1, Key information on the key risks that are specific to the Company or its 

industry229:  

“significant changes in the market price of marine fuel that are not hedged or passed through to 

our customers could have a material adverse effect on our business, financial condition and 

results of operations” 230. The factor risks, which are not hedged, can possibly have an effect on 

the company. Given the rest of the summary, this message seems obvious, but still leaves the 

investor with the impression of a stable company, independent of macroeconomic factors. 

 

But it is further explained under Risk Factors231. Here information is given as to how marine fuel 

prices will affect the business and the core areas where OWB is exposed to fluctuations in 

marine fuel prices are described as:           

“(i) our marine fuel inventory;  

(ii) purchase and sales contracts with a fixed price element; and  

(iii) derivative instruments where marine fuel or marine fuel related products are the underlying 

asset.  

For all of these three situations, we have a historical track record of using derivative 

instruments.” 

 

Under “Risks Relating to Our Risk Management, Financial Condition and Financing”232 we find 

further information regarding derivatives in OWB:        

                                                
226 Prospectus, p. 88 
227 Ibid. p. 34 
228 Ibid. p. 88 
229 Ibid. p. 43 
230 Our underlining. Also to be found under Risk Factors in prospectus, with extra explanation 
231 Prospectus, p. 50 
232 Ibid. p. 50 
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“We are exposed to various risks in connection with our use of derivatives, which, if not properly 

managed, could have a material adverse effect on our business, financial condition and results 

of operations.“ The hedging operation is, as always, based on the skill of the risk managers. 

Given the proven efficiency of OWB, there is a probability that this stability derived from risk 

management will continue. “The primary goal of our marine fuel and marine fuel component 

price risk management policy, which is approved by the Board of Directors, is to ensure that our 

business generates a stable gross profit per tonne by limiting the effects of marine fuel price 

fluctuations.”233 Investors are also reassured that the risk management policy is approved by the 

board of directors, and implying supervision of the development in risk management. “The 

overall risk limit set in our marine fuel and marine fuel component price risk management policy 

is defined by a maximum net open (unhedged) position for the Group. Currently, the maximum 

net open position approved by the Board of Directors is 200,000 tonnes.”234  

 

Given the volatility on the market lately, with prices ranging from 486$/MT at 15th of October 

2014 to 237$/MT at 15th of October 2015235, the net open position expressed in USD or DKK 

can vary greatly in value.  

Below is shown the development in marine fuel price in Singapore236.   

 

                                                
233 Prospectus, p. 50 
234 Ibid. p. 51 
235 IFO380 in Singapore, one of the busiest trading centers for bunker fuel globally. See list of source for 
link 
236 Ministry of Transportation of New Zealand. Graph originally from bunker world. See list of sources for 
link 



 

 

The range of the limit, using the fluctuations in the latest 12 month period will see the maximum 

open position limit ranging from DKK 571,361,040237 to DKK 309,171,240238. Put into 

perspective of a turnover of more than DKK 93 billions in 2013, the risk policy seems fairly 

conservative, due to the maximum net open position approved by the board of directors of 

approximately 0.1% of the revenue of the company. However, compared to the DKK 370 

millions239 they made in profit in 2013, having a net open position in oil worth DKK 527 

millions240, equalling to 142% of the profit, seems to be quite high, even though marine fuel is 

probably never going to be completely worthless, some big changes have occurred, like in 2008 

where prices dropped around 60% from Q2-2008 to Q1-2009. Lately, marine fuel prices have 

lowered, lowering the limit compared to when OWB was a going concern. OWB operated with 

an average of 41,500 tonnes of net open positions in 2013. As explained on the investor 

meeting 3rd of June 2014241, this open position related only to their open position in derivatives. 

“However, we may not hedge our entire open position and, from time to time, we may not have 

a derivative instrument that correlates directly with the market and our operations. For example, 

from time to time, we enter into derivative transactions with an aim of obtaining additional value 

from our globally consolidated exposures, primarily intended to capitalise on arbitrage 

opportunities associated with basis or time spreads related to the marine fuel and gas oil 

products we sell.“242 Not hedging their entire open position does expose OWB for some factor 

risks, but given the hard time of estimating the needed amount of hedging in some transactions, 

this can also be a result of trying not to over-hedge their positions. It is very difficult to hedge 

one’s entire position a 100%. Therefore IAS 39 does allows a result range of 80-125% of the 

hedge243, allowing the hedging position a margin of 20% to either side. Sometimes hedging 

100% might also not be the best economic decision for a company, when trying to maximize 

profit or shareholder value. Capitalising on arbitrage opportunities is very difficult and requires 

great knowledge of the market. Given OWB’s size, this could be one of the competitive 

advantages that they have. Arbitrage is related to trading goods across different markets, 

deriving profits in the process. Some hedging tools might give same leverage of hedging, but 

their prices might differ across platforms or markets. This could be one of the benefits from 

being a leading global distributor of bunker fuel.  
                                                
237 USD 97.200.000 at 5.8782 DKKUSD daily exchange rate 15-10-2014 
238 USD 47.400.000 at 6.5226 DKKUSD daily exchange rate 15-10-2014 
239 USD 68,300,000 multiplied by AAER 2013 of 5.4169 = DK 369,974,270 
240 USD 97,200,000 multiplied by AAER 2013 of 5.4169 = DK 526,522,680 
241 See list of sources for link 
242 Prospetus, p. 51 
243 Further explanation of IAS 39 and the 80-125 % range will be provided in the following 
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“The use of such derivative instruments and hedges may not be entirely effective under certain 

circumstances such as: 

● where the prices of marine fuel or gas oil and the corresponding underlying swap prices 

do not move in the same direction; 

● where the marine fuel or gas oil that we buy or sell does not correspond exactly to the 

underlying swap in terms of grade, type, market and quantity; 

● where our hedges have to be rolled forward due to our continued possession of marine 

fuel or gas oil beyond the period of the initial hedge, thereby exposing us to price 

differences between the contract periods; 

● where our attempts to reverse or unwind a hedge position is limited due to a lack of 

liquidity in the market; and 

● where excessive price movements result in margin calls being made on us by the 

relevant futures exchange.”244  

 

The prospectus also contains information of risks relating to the use of derivatives. The risk 

related to the use of derivatives must be valued again the profits derivatives generate. Some 

explanation of basis risk is given, as to some factor risk are not hedgeable with an exact 

corresponding derivative. Investors should therefore be advised that there are risks with using 

derivatives, but it would seem that the use of them is worth the risk. “Our derivative transactions, 

by their nature, entail exposure to adverse changes in commodity prices in relation to our 

position and, therefore, our risk related to derivatives could be exacerbated by volatility in 

commodity, financial and other markets.”245 Given the information earlier in the prospectus, 

investors are given the impression that derivatives are used to reduce risks related to volatility. 

This seems contrary to earlier statements in the prospectus. However, not every investor might 

notice this, even if OWB does warn about their derivatives risk being worsened by volatility in 

markets. The exposure is further explained,as to why OWB is actually quite exposed to the 

volatility in the markets, and why they are actually not hedging with derivatives, but instead 

using them to enhance profits. “We recognise changes in the fair market value of derivatives 

that do not qualify for hedge accounting as a component of cost of goods sold in our 

consolidated statements of income. Since the value of these derivatives is marked to market at 

the end of each quarter, changes in the fair value of our derivative instruments as a result of 

                                                
244 Prospectus, p. 51 
245 Ibid. p. 51 



 

 

unrealised gains or losses could cause our results of operations to fluctuate from period to 

period. Accordingly, although we have established limits on our derivatives exposure, if any of 

the above risks should materialise, it could have a material adverse effect on our business, 

financial condition and results of operations.”246 These quotes must refer to the qualification 

requirements according to IAS 39247, on whether or not a position is a hedge or not, which 

determines where the results of the hedging/speculations are placed in the financial statements. 

This also indicates that OWB takes on positions that do not qualify as hedging, whereby this 

implicitly means that they use derivatives as speculation. The mentioning of a limit of exposure 

is vague, because of no mentioning of the actual limit. The limit could potentially be very large. 

Without a fixed limit, the information is not really useful for an investor. It does create questions 

and doubt. The mentioning of a limit and mentioning of use of derivatives that does not qualify 

as hedging might imply two things. First, having a limit on exposure means that the derivatives 

are capped at a certain level, outside of IAS 39 hedging standards, resulting in an exposure to 

the underlying asset. However, the exposure is still smaller than the exposure would have been 

without the use of derivatives. Or, it could mean that the exposure to the underlying asset is 

larger than what the exposure would have been, without the use of derivatives, with a limit of 

exposure set higher than the IAS 39 standards for hedging. This would mean that OWB could 

be gearing their exposure towards certain risks, allowing for great profit potentials as a 

compensation for the greater risk.  

 

“IAS 39 requires hedge effectiveness to be assessed both prospectively and retrospectively. To 

qualify for hedge accounting at the inception of a hedge and, at a minimum, at each reporting 

date, the changes in the fair value or cash flows of the hedged item attributable to the hedged 

risk must be expected to be highly effective in offsetting the changes in the fair value or cash 

flows of the hedging instrument on a prospective basis, and on a retrospective basis where 

actual results are within a range of 80% to 125%.”248 

 

Seeing that OWB was not able to qualify for the accounting standards under IFRS, thereby not 

following the rules in IAS 39, their risk management might not have been very effective in 

reducing their risk towards factor risks of elements outside of their core business - risks like 

fluctuations in bunker fuel or crude oil prices, currency rate variations and interest volatility. 
                                                
246 Prospectus, p. 51 
247 IAS 39, since OWB has not applied for use of IFRS 9. IFRS 9 will effectuate in January 2018. See list 
of sources for link. 
248 IAS 39. See list of sources for link. 
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Even though this information was not available at the release of the prospectus, the Interim 

Financial Report of Q1 in 2014’s statement under “Gross Profit” can be used to further explain 

how OWB used their derivatives: “Gross profit was USD 56.7 million in Q1 2014, a decrease of 

USD 1.7 million (3%) from USD 58.4 million in Q1 2013, which was strong, positively affected by 

unrealised gains on derivatives used for risk management. Although the derivatives used for risk 

management are commercially linked to the inventory and underlying marine fuel transactions, 

they do not meet the criteria for hedge accounting under IFRS.249Accordingly, changes in the 

fair value of these derivatives are recognised immediately in the income statement under “cost 

of goods sold”. Since the value of these derivatives is marked to market at the end of each 

quarter, changes in the fair value of these derivative instruments as a result of unrealised gains 

or losses may cause quarterly fluctuations in the gross profit.“250 

 

The derivatives’ strong positive effect on the Q1 gross profit, combined with lack of conformity 

with IAS 39 indicates that profits in OWB derive from risky positions, with exposure to changes 

in marine fuel prices. This is in contradiction with the statement in section B.3 of the prospectus, 

where investors were promised that the effect of marine fuel prices would not influence the 

profit. It is also reasonable to believe that the lack of conformity with IAS 39 is because of non-

compliance with the, prospectively and retrospectively, 80-125 % range of the actual results of 

the hedge. Multiple times in the prospectus, Risk management is linked to the success and 

stability of the profitability of OWB. Some would even describe their risk management as world 

class251, however, the link between stable risk management and non-compliance with 

requirements for hedging is, in hindsight, more difficult to find.  

 

The information in the prospectus and summary regarding the use and risk of derivatives is full 

of contradictions, leaving the investor with a blurred impression of the company’s risk profile. 

The prospectus does, however, seem to somewhat explain the uses and risks of the derivatives, 

how they are placed in the financial statement and what kind of volatility they might create, 

whereas the summary simply presents a reliable company with no factor risks.  

 

                                                
249 In all the released Interim Financial Reports in 2014, the use of derivatives never qualified for hedging 
accounting.  
250 Interim Financial Report of Q1 2014, p. 4 
251 This was the title of the Risk Management system in OWB during a lecture at Copenhagen Business 
School in Financial Risk Management, spring 2014.  



 

 

Held together with the Interim Financial Reports released in 2014, it would seem that the 

summary does not comply with Article 16(3) of Stor Prospektbekendtgørelsen due to the lack of 

some essential information and the inclusion of misleading statements. There are many 

references as to how derivatives are used, and the risk related to these, are in the prospectus. 

The thesis selected a few of them, in order to analyse the differences and contradictions 

between them, to find the overall impression an investor would get from reading the prospectus 

and summary, as case law from earlier cases indicates that the prospectus must be read as a 

whole252. Investors would therefore have had access to the extra information regarding the 

derivatives in the prospectus.  

 

Retrospectively, the explanation of the derivatives importance could have been made clearer. It 

would seem that OWB did act with some degree of negligence in regards to the available 

information about their use of derivatives in the prospectus. If OWB only used derivatives as 

hedging instruments, they could have complied with the rules for hedging accounts set forth by 

the IAS253. Complying with the IAS would also have allowed investors to look up the hedging 

account in the financial reports, instead of having the performance of risk management covered 

up under “cost of goods”, like this quote shows: 

 
“We recognise changes in the fair market value of derivatives that do not qualify for hedge 

accounting as a component of cost of goods sold in our consolidated statements of income.”  

 

The use of derivatives is therefore actually described in the prospectus. However, 

understanding of the IAS and IFRS254 is required to notice this detail. It is therefore not clear, 

only on basis of these quotes from the prospectus, to conclude if there was faulty or negligent 

behavior by OWB. Inconsistencies between the summary and prospectus do, however, exist.  

                                                
252 The thesis has not taken  quotes out of their context, in order to read the prospectus as a whole as 
case law requires, seeking to avoid reasons for misinterpretation of the quotes.  
253 Under the assumption that IAS’s rule are well-constructed and capable of illustrating whether or not a 
company is using derivatives to hedge or to speculate. Due to recent changes of the IAS, mainly moving 
IAS 39 to IFRS 9 and expanding the “definition” of hedging, the thesis also analysed the OWB in relation 
to the new rules. IFRS 9 is however not applicable before 1. of January 2018. However, even under the 
new and expanded definition of hedging, the instruments would still have to have a hedging effect. The 
enormous losses in OWB of approximately DKK 750,000,000 in relation to risk management would not 
have fit the new definition either, since it is still required for the hedge to be connected to a forecastable 
transaction like in IAS 39 and “the 80-125% range is replaced by an objectives-based test that focuses on 
the economic relationship between the hedged item and the hedging instrument, and the effect of credit 
risk on that economic relationship.“ - Applying IFRS, Hedge accounting under IFRS, February 2014, by 
EY 
254 Summary of prospectus  section B.7 states that OWB uses IFRS reporting standards 
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Reading into the Note 22.2 of the Annual Report of 2013, it clearly states that risk management 

holds derivatives for trading. However, it only shows the fair value255 of the derivatives at the 

reporting date. Their impact on the yearly income is not displayed.  

 

Table 4.1256 

 
 

4.4.2 Faulty or Negligent Behavior: Information Concerning Debtor Risk 

Because of the deficit from the subsidiary in Singapore, DOT, lacking information about certain 

risks in relation to this business model could be used to establish a wrongdoing action, as per 

general Danish tort law. The prospectus is therefore analysed for information regarding trade 

credit risks. 

 

Under Risk Factors, we find the following statement concerning trade credit risk: 

“We extend trade credit to most of our customers in connection with their purchases of marine 

fuel from us, and our business, financial condition and results of operations could be materially 

adversely affected if we are unable to collect trade receivables from our customers or to 

successfully claim such amounts pursuant to our credit insurance policy, if applicable.“257Like 

most businesses operating today, OWB offered trade credit. Without further definition, trade 

credit is a common phenomenon across all markets and sectors. The risks associated with 

customers defaulting on their payments can be minimized by insurance or by the use of debt 

collection companies. The prospectus contains information about the usual payment terms, 

                                                
255 Equivalent of Mark-to-Market value 
256 OWB Annual Report 2013, p. 53, from note 22.2 
257 Prospectus, p. 37 



 

 

amounting to “30 days from bill of lading for reselling and physical distribution”258 and 3-5 days 

from bill of lading for marine fuel sold in Scandinavia and the ARA259 area. Total credit losses in 

2013, 2012 and 2011 was respectively DKK 31.4 millions260, DKK 17.5 millions 261 and DKK 

25.1 millions262, with no customer representing more than 4% of the volume for the year 2013263. 

Given that no customer is covering a large amount of the volume sold by OWB, the credit risk is 

diversified amongst many customers, given OWB little to no exposure of unsystematic risk. 

“Credit losses, if significant and to the extent such losses would exceed the limit covered by our 

insurance policies, could have a material adverse effect on our business, financial condition and 

results of operations.”264 Furthermore the prospectus explained how credit losses could 

influence the company, but also advised that the credit risk of OWB was covered by insurance. 

Outsourcing the credit risk to insurance companies can be a great way of placing risk with the 

company most capable of handling the risk, benefitting both parties. “As part of our credit risk 

management, we typically insure between 70% and 75% of our receivables.”265 and “The non-

insured portion of receivables includes receivables due from both large creditworthy customers 

to which we feel comfortable extending trade credit above the limits of our credit insurer as well 

as from smaller customers that do not fall within the scope of our credit insurance and to which 

we extend limited amounts of trade credit.”266 The uninsured credit risk is balanced between 

large creditworthy companies and smaller companies, where OWB only extend a limited amount 

of trade credit, giving that they cannot be insured. Thereby also showing their credit risk strategy 

to investors, given the expression that credit risk will not be a troublesome burden for the 

company in the future. This strategy does not give an impression of what size a small customer 

has. Given the small profit ratio of OWB, an unsecured small customer might still cause 

substantial losses to the company, if the customer defaults on all the debt to OWB.  

 

OWBs active credit risk management is also a key to their success and a competitive advantage 

in the market. “We regularly extend trade credit to our customers as a key value proposition and 

we believe that our active credit risk management, including our credit insurance policy, has 

                                                
258 Prospectus, p. 52 
259 Antwerp / Rotterdam / Amsterdam 
260 USD 5.8 millions multiplied by 2013 AAER of 5.4169 = DKK 31,418,020 
261 USD 3.1 millions multiplied by 2012 AAER of 5.6396 = DKK 17,482,760 
262 USD 4.4 millions multiplied by 2011 AAER of 5.6951 = DKK 25,058,440 
263 Prospectus, p. 52 
264 Ibid. p. 52 
265 Ibid. p. 89 
266 Ibid. p. 139 
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been essential to our success. Our internal credit management systems are designed to ensure 

that credit decisions are made at the appropriate levels and we monitor our customers closely to 

minimise credit losses.“267 

 

Customers are closely monitored, so risk is minimized while they are still able to offer 

advantageous positions to customers when dealing with OWB. This is also an example of a 

statement where risk management is highlighted as a key instrument in OWBs ability to obtain 

advantages compared to their competitors. “Certain of our contracts with customers, suppliers 

and financial institutions expose us to heightened counterparty risk”.268 Some customers are at 

higher risk. This is noteworthy, however results show that this have not affected the 

performance of OWB in previous years. Given earlier information about risk management, the 

thesis assumes that risks have been assessed, as to whether OWB should ensure certain credit 

risks. 4% of the volume placed on a single customer that defaults could be devastating for OWB 

given their low profit-ratio.  

 

“The risk management solutions we offer to our customers include products with various pricing 

structures for future purchases of marine fuel, including derivative products designed to reduce 

our customers’ exposure to fluctuations in marine fuel prices. In the ordinary course of business, 

we may enter into various hedging instruments with our customers, including, but not limited to, 

physical fixed price, swaps, caps, collars and three-way options, where we act as the 

counterparty in the customer’s own attempt to mitigate their risk against price fluctuations. Sales 

of such products represent a small portion of our revenues. Where we have not required a 

customer to post collateral in connection with a fixed price or swap transaction, we have 

effectively extended unsecured credit to that customer in an amount equal to the difference 

between the fixed price and the current or future market price multiplied by the applicable 

volumes of marine fuel.”269 

 

Some of the relations to customers do in fact increase the company’s exposure towards the 

changes in fuel price, given the unsecured credit that OWB offers through the risk management 

service to their customers. The unsecured credit will vary with the fuel price, making OWB 

exposed to volatile prices. Also, a customer's debt to OWB might increase proportionally with 

                                                
267 Prospectus, p. 89 
268 Ibid. p. 37 
269 Ibid. p. 52 



 

 

changes in marine fuel prices, making it less likely to be fulfilled, the bigger the change is.

 “Based on the volatility of marine fuel prices, our counterparties may not be willing or 

able to fulfil their obligations to us under their hedging instruments.“270 Given that this is a part of 

the risk management solution that OWB would offer to their customers, it is no part of the trade 

credit statistics, whereby there is no guarantee that a single customer might account for bigger 

losses than the 4% of the volume. Given the size of OWB and their proven risk management 

strategy271, it might be economical beneficial for both parties to transfer the risk to OWB, since 

they will have an easier way to hedge this increased risk than their customer, while charging a 

premium for doing so. This could also strengthen relationship to the customer, securing the 

OWB business in the long run. OWB did also explain the risk of customers going bankrupt, 

thereby not being able to fulfill their obligations to OWB, which investors should notice. 

Furthermore, OWB pointed out that they might see worsened results in the future, given bad 

estimations. The risk management service to customers indirectly exposes OWB to fuel price 

changes, which investors should be aware of, even if it is just a “small” portion of their revenue 

that derives from this business activity.  

 

“... we are able to arrest a ship to enforce a claim against the registered owner and we are able 

to ultimately sell the ship and to use the proceeds to pay the debt owed to us.“272 

 

Using maritime liens, OWB was able to secure their claims against debtors. The rules covering 

the use of maritime liens are very extensive and differ from country to country, given rise to 

different requirements dependent on the jurisdiction where the arrested ship is currently. 

Maritime liens can only be enforced if the debt is required repaid and the debtor has defaulted 

on payment. The classification of maritime liens differs from jurisdictions273. In some 

jurisdictions, bunker fuel is classified as a maritime lien. If bunker is delivered to a ship, as a 

necessity for the ship to continue its business, a maritime lien can be enforced should the ship 

owner fail to pay, given the right jurisdiction. If bunker fuel is delivered as a trade good, it is not 

covered by a maritime lien. Maritime liens are therefore an effective tool for OWB to ensure that 

customers pay their debt. Most cases are solved by arbitration, limiting the publicly available 

case law. OWB presents their credit risk with an active risk management, covering the area with 

                                                
270 Prospectus, p. 52 
271 Ibid. p. 27   
272 Ibid. p. 52 
273 Article 4 of International Convention for the Unification of Certain Rules relating to Maritime Liens and 
Mortgages for listing of examples of maritime liens.  
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a proven and stable strategy. Some losses are impossible to foresee, but OWB has successfully 

managed to diversify unsecurable credit risk onto many customers, limiting the unsystematic 

risk related to smaller riskier customers. The risk management of credit risk reducing 

counterparty risk and overall seeking to minimise credit losses, like in B.3 of the Summary: 

“Strong creditworthiness: We reduce the counterparty risk for our suppliers given our strong 

credit profile, our established risk management framework and our internal credit policies. Our 

credit management systems are designed to ensure that credit decisions are made at the 

appropriate levels and we monitor our customers closely to minimise credit losses.” The credit 

risk is presented as under control in the summary. This was the overall impression of the 

company shared by many investors, which contributed to the confusion about OWB’s 

bankruptcy.  

 

The presentation in the summary gives no information on how OWB could end up losing around 

DKK 750,000,000 to a single client through unsecured credit-sleeving274 through their subsidiary 

DOT in Singapore. The loss only accounts for 0.7% of the total revenue for the company, but 

given the profit-ratio of OWB of 0.4%275, this is still a large client, especially when the credit risk 

was not secured, due to the established credit sleeving arrangement between DOT and TankOil 

Marine Services. Given some quotations from the prospectus, a pessimistic investor could have 

concluded that some risks could possibly be hidden. Especially if a large supplier was to 

represent a big portion of the volume (up to 4%), where OWB would be unable to insure against 

credit risk of such customer. The prospectus also listed a variation of different risks where to 

companies can be exposed, and there seemed to be conflicting messages between the 

prospectus and the summary. The summary clearly stated that credit risks were minimized, 

however, the prospectus stated areas of substantial credit risk - unsecured trade credit, 

customer default in relation to offered risk management services and trade credit losses not 

covered by the insurance.  

The note on limited trade credit to uninsurable customers gives no information on the exposure 

of these arrangements, whereby investors were not able to fully identify risks related to these 

factors, but red together with the summary, the impression is that OWB sought to minimize 

risks. The negligence in the prospectus in regards to credit risk is therefore debatable. Most 

                                                
274 This is almost equal to double OWB’s total profit in 2013, making is a quite noticeable client relation. 
Singapore contributed to 57% of the revenue growth from 2011 til 2013 according to the prospectus p. 95. 
275 DKK 370 millions in profit compared to DKK 93 billions in revenue.  



 

 

severe risks, including some which could be representative of the scenario with DOT, were 

actually included in the prospectus, but not in the summary. 

 

4.4.2.1 Faulty or Negligent Behavior Outside of the Prospectus 

Other sources indicate that OWB might have contributed to the view of the company as a solid 

and stable company, by giving information to investors at different investor meetings in 

connection with the public listing of the company. Even though is it not a primary source of 

information, the TV-station, Danmarks Radio, produced a documentary titled “Forført af OW 

Bunker”276. In this documentary, two investors tells that the investors were assured my 

executive management, that OWB had no exposure towards the development in fuel prices. If 

this evidence can be brought forth in a court, it will, in analogy with the use of statements from 

investor meetings from the case in the Maritime and Commercial High Court, could be used to 

establish a liability for damaged caused by this faulty information.  

 

OWB also released a sales brochure277 with a small presentation of the company. Mainly the 

same information as in the prospectus. Some of the points were: 

● Robust business 

● Low risk of losses and strong financial position 

● Risk management offered to customers  

● Credit to customers is an important sales parameter 

● Robust risk management, the goal was to stabilize the gross result per ton. 

● The profit in OWB is based on distributed fuel and not fuel prices.  

● Volume is the key element in gaining profit 

● Carefull approach to risk 

● Growth potential of 10 % for next year 

 

The overall presentation shows a solid company with growth potential and low risk. This does 

not correlate with the actions taken in risk management and DOT. The information is regarded 

as misleading.  

 

                                                
276 Our translation: Seduced by OW Bunker. See list of sources for link 
277 See Appendix 3 
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4.4.3 The General Assessment of the Prospectus 

The prospectus of OWB is found to be lacking certain information about their credit risks and 

leaves the investor with the impression, that all factor risks are hedged by the risk management. 

The investor is therefore led to believe that the performance results of OWB are mainly driven 

by trading of marine fuel, and not by giving credit to certain customers or speculating in the oil 

price development. The non-compliance of the rules for hedging accounts could have been 

clearer. It is also noteworthy how large institutional investors could have missed this detail. 

Informations given by the company to the public through investor meetings and brochures 

present the company as a low risk company with little to no exposure to fuel prices, and a solid 

core business. The summary leaves the investor with the same impression.  

 

Both the bankTrelleborg case and the Difko case compile all relevant information given by the 

prospectus, advisors, the company itselfs or representatives of the company in any public 

appearance in relation to the listing of the company and the accompanying prospectus, and the 

focus on whether or not crucial information was withheld from the investors and how withheld 

information correlates to promises and claims made by the company and its representatives or 

in the prospectus, was crucial for determining liability in both cases.  

 

Retrospectively, taking a position in OWB have conferred a different risk profile to the investor’s 

portfolio, than what the investor would or could have expected from the information available. 

This is based on the facts that data from investor meetings, summary, brochures and parts of 

the prospectus give guarantees that OWB is a robust company with little to no risk related to 

fluctuations in marine fuel prices. They also guaranteed that profit is not derived from 

speculations in fuel prices. Only through decryption of the intricate information could the 

investors have had a slightly better idea of the risks associated to the derivatives, however, 

satisfactory information in terms of legal requirements would not have been found. In regards to 

credit risk, OWB did provide information on specific creditor risks. Also, previous years of low 

losses connected to trade credit would be no insurance for future results of providing trade 

credit. There was also a risk of defaulting debtors, which, if receivables where unsecured and 

uninsured, could be adverse for the company. Their promise to monitor credit risk and minimize 

losses seems conflicting with the arrangement with TMS, where a credit of up to almost double 

their profit was given to a single company, unsecured and uninsured. Given theory of risk 

management and hedging positions, a company which claims to be monitoring credit risks and 

seeks to minimize losses, ought not to expose themselves to possible outcomes of customer 



 

 

involvements, where it was possible to lose up to 183% of their profit in 2013278. Negligent 

behavior like these involvements does not correlate with a claim to “minimize losses”.  

 

Given the available information, the conclusion of the thesis is that the informations given about 

OWB’s risk exposures, when everything is compiled together, did not correlate with the actual 

risk exposures in OWB. The information given to the investor should have been clearer, and no 

claims or guarantees of “profit not derived from fuel prices”, “strong creditworthiness”, “trade 

credit given in appropriate levels, close monitored to minimize risks” should have been uttered.  

 

Given that investors had known about the real risk profile of the company, it is likely that they 

would not have invested in the company. 

 

4.4.4 Loss, Causation, Predictability and Contributory Negligence 

 

4.4.4.1 Loss 

The loss in this case relates to the loss suffered by the investors after investing in OWB on the 

basis of the information in the prospectus. The loss will be calculated as the difference between 

the share price at the acquisition and share price at bankruptcy. The share price at the offering 

was DKK 145. Within the first trading day the shares rose to DKK 175. At bankruptcy, the 

shares would be worthless. The exact loss by each investor will be based on their number of 

shares. Loss per share is therefore DKK 145. The economic loss suffered by the investors is 

therefore easily established.  

 

4.4.4.2 Causation and Predictability 

Giving inadequate information about risks related to OWB, it is reasonable to believe that 

investors would not have invested the same way, if they had known the true risks related to 

OWB. Is it therefore reasonable to assume that the misleading and inadequate informations in 

the prospectus and given by the company, led investors to bear the loss related to the 

bankruptcy, since they were not informed by the risks relating to the shares. It was also the 

hidden risks that led OWB to their bankruptcy.  

 

                                                
278 Loss of DKK 750,000,000 compared to DKK 370,000,000 
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4.4.4.3 Contributory Negligence 

Investors could have sold their shares earlier, minimizing their losses. Therefore by not doing 

so, they could be subject to contributory negligence. However, in continuum of the 

bankTrelleborg case, the court made it clear, that contributory negligence could not be 

established simply by not selling shares earlier, if the assumptions concerning the company, 

which led the investor to buy the shares, were unchanged in the period where the stock was 

traded. During the trading of OWB on the stock exchange, the management did nothing to 

change the assumptions. The Interim Financial Report from Q3 2014 did state a considerable 

loss related to risk management of DKK 149.2 millions. The investor presentation made to 

present the Q3 results for the investors did however ensure that “with the current hedge, OWB 

will not be impacted by changes in market structure"279, giving investors a guarantee that “OWB 

has moved into position (bought insurance) where upside potential is kept and downside risk is 

protected"280. A warning sign could have been, that profits dropped by 61%, comparing Q3 2013 

with Q3 2014.281 The interim report of Q3 2014 also indicates a loss of approximately DKK 57.9 

millions282 directly related to oil prices. Interim report of Q1 lists results from derivatives as 

having “strongly” and “positively” affected the gains in Q1 2014. Q3 2014 reports an unrealised 

loss in connection with the oil price dropping 20%. The first announcements of drop in revenue 

was given on 7/10 2014 in a company announcement283. Investors could have questioned why 

the company all of a sudden was affected by oil price volatility, when they before the listing, 

claimed that they were not. This could give reason for the assumptions for buying the stock to 

have changed, and therefore some degree of contributory negligence could be established. 

Seeing that the stock price was heavily affected by these statements, especially the statement 

of losses instead of growth given on the 7/10 2014, there is reason to believe that the market 

valuation of the stock did not include information concerning OWB being exposed to oil prices. 

Graph 2.1 shows the share price for OW Bunker in the period where the company was listed. It 

is noteworthy that the company lost around 40% value based on the company's announcement 

on 7/10-2014, when the C20 CAP index only lost around 4% in the same period, ensuring that 

the drop was not a general market drop but specific to the shares of OWB. The information 

about OWB being exposed towards oil prices at this point, given the reaction on the market, 

indicates that OWB could have been valuated based on different expectations to the company. 

                                                
279 OW Bunker Investor Presentation Interim Report Q3 2014, p. 15 
280 Ibid. p. 15 
281 Interim Financial Report Q3 2014 p. 3 
282 USD 9.5 millions multiplied by 2014 AAER of 6.0910 = DKK 57,864,500 
283 Interim Financial Report Q3 2014 p. 8 



 

 

But the OWB investor presentation does however ensure that no further losses will occur due to 

declining oil prices. Their presentation of the hedge position, however, indicates a profit to be 

earned it the oil price rises in the future, table 4.2 shows a listing from page 15  

 

Table 4.2284 

 
 

This explains the challenging factors for Risk Management during the market situations in Q3 

2014. Their current position in Risk Management is also explained: “Currently the position is out 

of the money at the current gasoil price level and a gain in Q4 2014 cannot be expected if the 

                                                
284 Investor Presentation Q3 2014, p. 13 
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gas oil price stays flat at the current level"285 implying together with a graphic presentation, 

Illustration 4.1, that oil prices and OWB’s profit do have a correlation. 

 

Illustration 4.1286 

 
Information given in this period between 7/10-2014 and 23/23-2014 to the market does not 

support the earlier claims by OWB that “profit was not derived from the underlying fuel price 

development”. Information about the company released in October 2014 gives a quite different 

presentation about the company, compared to what was presented to investors during the 

offering period. Claims about contributory negligence from shareholders holding on to shares 

after the announcement the 23/10-2014 should therefore be considered, given the change in 

information about the company’s risk profile. However, claims of contributory negligence should 

                                                
285 Investor Presentation Q3 2014, p. 15 
286 Ibid., p.15 



 

 

be dismissed, since investors were not fully informed about the doings in risk management, and 

they were assured that further losses related to oil prices were hedged, canceling out that 

possibility. This turned out not to be the case, when OWB filed for bankruptcy 7/11-2014 with a 

loss of approximately DKK 750,000,000 deriving from risk management. Contributory 

negligence by the investors for not selling shares before the bankruptcy and therefore 

minimizing their loss and minimizing the liability of OWB should therefore not be established. 

 

4.5 OWB Legal Conclusion 

Given Danish applicable law, it is found that the compiled sum of information, claims and 

promises given to the investors in association with the listing of OWB on the Copenhagen Stock 

Exchange in 2014, does not comply with VPHL Article 23(3), due to the compiled informations, 

claims and promises not containing information deemed necessary for potential investors to 

make informed assessment of the assets and liabilities, financial position, performance and 

rights attached to the offered shares of OWB. Given our available information, the executive 

management and the board of directors287 will constitute the responsible party in this case.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                
287 Please note that a member of the board, Jakob Brogaard, is also the Chairman of Finansiel Stabilitet 
A/S. Finansiel Stabilitet A/S is a state owned public limited company, whose purpose is to assist in the 
financial stability in Denmark by reconstructing and liquidating banks in financial distress. Jakob 
Brogaard’s meddling in this case, might compromise the integrity of Finansiel Stabilitet. However, his 
actual role before the case has been resolved by court, remains unknown.  
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- Chapter 5 - 
____________________________________________________________________________ 

 

The following chapter addresses the incentives behind the managerial decisions regarding the 

presentation of OWB for the investors prior to the IPO on the 28th of March 2014. 

____________________________________________________________________________ 

 

Given the analysis from Chapter 4, two main issues arises regarding the information which was 

announced from the management of OWB in the months prior to the IPO; 

 

● The risk regarding the speculative part of the risk management 

● The credit risk regarding the unsecured credit given to customers mainly in Singapore 

 

In order to address the plausible reasons for stating one thing in the prospectus, but being a 

company exposed to high risk both in terms of risk management and in credit to customers, and 

stating another thing at investor presentations and in the media, the game-theoretic approach 

uses utility and pay-off as the main drivers behind incentives of rational players.  

 

5.1 Altor’s Incentives 

As stated in Chapter 2, in 2012 Altor wishes to divest OWB. At first, the plan was to divest the 

company to an industrial buyer, however, due to low offers from potential buyers, Altor decided 

to divest most of OWB through an IPO in April 2014. Altor acquired OWB in 2008 for a price of 

DKK 1 billion. The ownership of Altor, as per the prospectus of 18th of March 2014 was 97.8% 

of the shares, with the remaining 2.2% owned by the Group Shareholders288 within OWB. 

Several stock options and warrants were issued for the Group Shareholders, meaning, that the 

structure of ownership could change slightly at the day of the IPO. The following overview in 

Table 5.1 is directly from the prospectus. 

 

 

 

 

                                                
288 Executive management, board of directors and key persons 



 

 

Table 5.1289 

 
 

 

At the day of the IPO, the 28th of March 2014, the asking price per stock was set to DKK 145, 

bringing the value of OWB to a total of DKK 5.3 billions290. The original plan for Altor was to 

reduce its ownership to 43.1%, divesting the remaining shares to investors according to the 

prospectus. The reason for not divesting all shares at once, and thereby conducting a full 

divestment as the former incentives advocates for, was not explained within the prospectus. 

However, the thesis assumes that divesting only a portion of the shares at the IPO sends a 

message to the investors, that it is a safe investment due to the fact that the original owner, 

Altor, maintains some ownership - and thereby some risk. This might increase the investor’s 

                                                
289 Prospectus, p.166 
290 Berlingske Business, 28th of March 2014. See list of sources for link. 
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valuation of the company291, and thereby the price of offered shares. According to the 

prospectus, Altor granted the Joint Bookrunners - the banks managing the IPO - a so-called 

Overallotment Option292 meaning, that if the stock was extremely popular among the investors, 

another 7.5% of the Altor ownership was to be sold. Due to the successful reception of OWB at 

the stock exchange, Altor reduced its ownership to 35.3% at the day of the IPO. The total 

revenue for Altor for divesting 62.5% (97.8% - 35.3%) of its ownership of OWB was DKK 3.3 

billions293. In addition to the realized profit of divesting the majority of the ownership of OWB, 

Altor kept 35.3% of the stocks in the company, which potentially would award Altor with returns 

of investment, and a possibility of divesting the remaining shares. Therefore, at this point, Altor 

is looking at a minimum return of its investment of DKK 2.3 billions294. Depending on the stock 

price development and the length of continued ownership, this return could, in theory, be 

unlimitedly high.  

 

If a successful divestment of OWB was conducted through the IPO, the real winner would be 

Altor, due to their potential enormous gains from the sale of shares. However, the Executive 

Management had, as a part of the remuneration scheme, stock options, which gave incentives 

to contribute to a better company performance, aligning their interest with Altors. The perception 

of the ability to beat the market originated from OWB’s historical performance, and the 

Executive Management pushed in this direction by having outcome based remuneration plans 

for the Head of Risk Management. The strong historical growth seemed to blur the perception of 

downside probability, which led to the risk willingness in pursuit of even higher payoffs. The 

payoffs between divesting to an industrial buyer or through an IPO is shown in Figure 5.1 

 

5.1.1 Differences in Expected Payoff 

Depending on whether warrants were used, Altor’s size of ownership could differ from 97.8% to 

93.5% as the above overview from the prospectus shows. The Offering Price ranged from DKK 

120 to 150295 prior to the IPO. According to the prospectus, the minimum amount of shares to 

be sold by Altor at the day of the IPO, was 13,855,276296, ranging in price between DKK 1.7 - 

                                                
291 The valuation of OWB is further discussed later in this chapter, see section 5.1.2 The Valuation 
Differences of OWB 
292 Prospectus, p. 165 
293 62,5% of DKK 5,3 billions = DKK 3,2966 billions rounded off to DKK 3,3 billions 
294 The initial investment of DKK 1 billion in 2008, subtracted the realized profit of DKK 3,2 billions at the 
IPO. 
295 Prospectus, p. 1 
296 Ibid. p. 1 



 

 

2.1 billions297. The worst case scenario of the IPO, would therefore result in an expected payoff 

for Altor of DKK 0.7 billion298 together with a continued ownership of 55.3%. On the contrary, the 

maximum amount of shares to be sold was Upsized Existing Offer Share Amount299 of 

18,438,276 shares plus the Overallotment Option300 of 2.890.163 plus the New Shares301 of 

814,815 plus the expected increase of capital302 due to warrants initiated by Group 

Shareholders of 1,550,805 shares plus warrants for certain members of the Board of 

Directors303 ranging between DKK 2.8 - 3.5 billions304. The best case scenario for the IPO 

results in an expected payoff for Altor of DKK 2.5 billion305 along with a continued ownership at 

35.3%.The possible outcomes known to Altor, prior to the IPO is shown below in Figure 5.1: 

 

Figure 5.1306  

 

                                                
297 The amount of shares (13.855.276) multiplied by the minimum (120) and maximum (150) offering 
prices 
298 Initial acquisition price of DKK 1 billion in 2008 subtracted the lowest amount of shares sold, at the 
lowest Offer Price (DKK 120 per share) resulting in DKK 1.7 billion. 
299 Prospectus, p. 165 
300 Ibid. p. 165 
301 Ibid. p. 165 
302 Ibid. p. 163 
303 Ibid. p. 163 
304  The amount of shares (23,749,374.00) multiplied by the minimum (120) and maximum (150) offering 
prices 
305  Initial acquisition price of DKK 1 billion in 2008 subtracted the largest amount of shares sold, at the 
highest Offer Price (DKK 150 per share) resulting in DKK 3.5 billions. 
306 Own production 

Altor 

Selling to industrial 
buyer 

Public listing 

Expected pay-offs: 
 

DKK 1.5 billion. 
 

DKK 0.7 billion + 55.3% 
continued ownership. 
 

Worst case IPO Best case IPO 

DKK 2.5 billions + 35.3% 
continued ownership. 
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For Altor, the public listing was surrounded by uncertainty regarding the expected outcome, 

depending on the quantity of shares sold and the final offer price. However, the worst potential 

outcome seems to be preferable compared to the outcome of divesting OWB to an industrial 

buyer, which correlates with the actual action taken by Altor in order to pursue the IPO 

opportunity. The next question arising from the above figures is, why OWB is valuated at a 

higher price at the IPO than the valuation from an industrial buyer.  

 

5.1.2 The Valuation Differences of OWB 

The potential industrial buyers gave disappointingly low offers at the divestment meetings, 

because the Risk Management department was valuated close to zero, due to the volatility of 

the performance over the years. The core business of OWB - the bunker trading through 

reselling and physical distribution - was valued at approximately DKK 2.5 billions307. This 

valuation derived from sources with huge market knowledge and experience within the bunker 

business with access to accurate and reliable data about company performances within the 

business. This expresses the main difference between the valuation from the industrial buyers 

and the investors purchasing OWB at the IPO: the information asymmetry. The assumptions 

are: 

 

● Investors in general, that being i.e. large pension funds and small, private investors, do 

not have access to the same knowledge about the bunker fuel industry as the potential 

industrial buyers have. If the investors had access, it might have been too costly in terms 

of time consumption, to thoroughly collect and analyse all that data. 

● Investors do not have the same market knowledge, due to the assumption, that most 

investors diversify their portfolios in terms of risk, and thereby act on numerous markets, 

often with little knowledge of many markets instead of vast knowledge of few markets. 

● The bunker business is relatively unknown to investors308, since the bunker industry 

mostly consists of private owned companies, and close to none public listed companies. 

 

The less information asymmetry there exists between a seller and a buyer, the more accurately 

both parties would be able to valuate a good, and the closer the minimum price from the seller 

and the maximum bid from the buyer will be placed. Depending on the seller’s margin 

                                                
307 See Chapter 2, section 2.3.9 Altor’s Wish to Divest OWB 
308 Skouboe, Jakob, p. 29 



 

 

requirement, some transactions will be conducted and others will not. On the contrary, when the 

information asymmetry is large between seller and buyer, the mutual ability to accurately 

valuate a good is not present, in favor of either the one or the other. The party holding all, or 

much of, the information will be able to accurately valuate the good and the other party will 

inaccurately value the good, potentially far from, either under or over, the price which the other 

party expects.  

 

Therefore, given the above-mentioned assumptions, the investors purchasing OWB shares at 

the day of the IPO, had significantly less information to accurately valuate the company than the 

potential industrial buyers had, explaining to some extent, the gap between the valuations. In 

addition to this finding, it must be stressed, that the investors did not directly create the valuation 

of OWB, since the Price Range309 of Offer Shares310 was established by OWB itself. However, 

the final valuation of OWB of DKK 5.3 billions, was accepted by the investors through the 

purchase of shares at the offering price of 145 per share. The valuation difference amounts to 

DKK 2.8 billions311 between the potential industrial buyers and the investors.  

 

From a socio-economic point of view, such information asymmetry creates arbitrage 

opportunities which is unpreferable to the market, due to the assumption that inaccurate 

valuations create misleading perceptions of companies.  Misleading information could lead to 

lack of confidence in the market. A growing distrust in the market will affect prices, because 

sceptical investors will demand lower prices. Potentially, investors might refrain from investing, 

making it harder for companies to raise capital. Furthermore, misleading information will make it 

impossible for investors to construct a reliable diversified portfolio, since their portfolio might be 

skewed unintentionally due to invisible, unlying risks. Measurements to limit the information 

asymmetry is the obligation to publish a prospectus, giving the investors an accurate image and 

understanding of a company, prior to the IPO. The market has also brought a solution to 

information asymmetry in connection with mergers and/or acquisitions through due diligence 

clauses. However, incentives behind prospectuses and due diligence clauses differ. 

 

                                                
309 Prospectus, p. 1 
310 Ibid. p. 1 
311 The industrial buyers offer of DKK 2.5 billions subtracted the IPO valuation of DKK 5.3 billions. 
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5.1.3 The Difference in Incentives Behind Due Diligence Versus Prospectuses 

Even if industrial buyers tends to have far more information, when it comes to valuation of an 

inter-industry company, than investors not specialized in the bunker fuel industry, critical 

information regarding risk exposure or the like, might not be visible simply through market 

knowledge. Therefore, when companies wishes to acquire other companies, due diligence 

measures are taken in terms of investigating a potential company for acquisition. A key 

difference between due diligence proceedings and publishment of prospectuses, that the former 

is conducted by the acquiring company themselves, meaning an industrial buyer conducting the 

due diligence process regarding OWB. During the due diligence process the buyer can seek to 

reveal all critical dimensions of the company to get as much information as possible, and on that 

foundation, valuate as accurate as possible. Although it is the selling company which provides 

the information to the potential acquirer, the acquiring company is a part of the information 

process, and is able to influence the data selection and ask critical questions to dimensions of 

the company of their own choosing. This detail grants the potential acquirer a higher degree of 

control of the information level, and of the ability to select specific areas of interest. The risk and 

the cost of such a process is borne by the acquiring company, however, the certainty of an 

almost complete image of the potential company for acquisition is the result. The acquiring 

company strives to acquire the other company as cheap as possible, so revealing  all strengths 

and weaknesses will make the negotiations more equilibrious. An acquisition based on due 

diligence provides better monitoring ability to the acquiring party, and lowers the risk of 

acquiring unwanted risks and/or overvalued assets. For prospectuses, the selling part will be 

more interested in promoting itself, creating an incentive to maximize the potential acquisition 

price as much as possible. In order to do so, it seems safe to assume, that a selling company 

will focus on the strengths and pay less attention to risks and weaknesses. The selling company 

bears the costs and risks of producing such a prospectus, however, the selection and detail of 

data remains to a higher degree in the control sphere of the selling party. The rules for 

prospectuses are therefore created to ensure a minimum level of informations and uphold 

investors confidence to the market. Spreading misleading information establishes liability for 

damages. Diversified investors will also require fewer informations, since processing and 

assessing information is costly. Assessing in depth information about every company in the 

market portfolio can be out of scope for the individual investor. When reviewing the prospectus 

liability, it is important to compare the sanctions of non-compliance with gains of non-

compliance. If gains of non compliance exceed the sanctions, the measures of the prospectus 

liability have failed to provide security for the investors.  



 

 

5.1.4 The Gamble  

In OWB, the concealing of risk was assessed more rational, than assurance of compliance, 

securing a higher expected payoff - OWB was oversold. If the scenario after the IPO had turned 

out differently, and OWB had managed its risk positions and credit risks, the company might 

have performed in such a satisfactory way, that OWB today would have been a success. In that 

scenario, the image of OWB presented through the prospectus, the sales material and at the 

investor meeting would have seemed more accurate, and the underlying risks might have been 

concealed for good. In comparison, if a person lets other people believe that he only rolls sixes 

when rolling a dice, and let people bet on that, it is safe to assume, that no one will ask 

questions or accuse the person of fraud if the person then rolls the dice ten times and only rolls 

sixes. As a result, people might be inclined to perceive the dice roller as talented instead of 

recognizing the randomness of the circumstances. A simplified conclusion could be that Altor 

and the executive management was charmed by a streak of sixes, which they assumed would 

continue. Had it continued, then no-one would have questioned their presentation of OWB. 

However, the wind settled and the sailboat slowed down. It seems there were two assumptions 

made by Altor and the executive management: 

 

● The probability of good performance in the future after the IPO assumed higher than the 

probability for failure in performance, 

 and/or, 

● The probability of being deemed responsible through prospectus liability was assumed 

to be lower than the probability for being acquitted for all liability. 

 

The above assumptions are visualized in the following Figure 5.2, seeking to show the 

strategies for Altor and the executive management to choose from. 
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Figure 5.2312 

  

 

Beside the already given expected pay-offs from Figure 5.1, Figure 5.2 adds the outcomes of 

respectively an unsuccessful aftermath and a successful one. The key element giving weight to 

the value of each outcome is the anticipated probability, anticipated by Altor and the Executive 

Management. Due to the assumed anticipated probability, the total decision tree strongly 

advocates for choosing a public listing, since every indicator suggests a successful aftermath, 

with uncapped gain. Had the scenario been a successful aftermath, the entire divestment of 

OWB had been a success story for Altor and the other investors joining the company after the 

IPO. 

 

                                                
312 Own production 

High Low 
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Selling to industrial 
buyer 

Public listing 

Expected pay-offs: 
 

DKK 1.5 billion. 
 

DKK 0.7 billion + 55.3% 
continued ownership. 

Worst case IPO Best case IPO 

DKK 2.5 billion + 35.3% 
continued ownership. 

Unsuccessful 
aftermath 

Successful 
aftermath 

Risk of  liability 
 
 

Potentially complete 
divestment accompanied  
with uncapped gains 
 
 Probability anticipated 

by Altor:



 

 

Unfortunately for Altor, reality became something else. And what was assumed to be estimated 

as a low probability, turned out to be the actual outcome. Whether Altor and the Executive 

Management will be held responsible has not yet been decided by the courts, however, this 

thesis strongly advocates, based on our findings in our legal analysis, that Altor and the 

Executive Management should be liable for damages. 

 

The negligence of not acknowledging the speculations and extensive trade credit as source of 

income heavily dependent of external unpredictable factors, gave rise to the notion of the 

continuum of the positive results. The wish to maximize own welfare, induced acceptance of 

misleading the market amongst the management, as fully informing the market would lower their 

payoff substantially and continuing good results would eliminate legal sanctions. Quarterly 

requirements to display performance increased the risk willingness in pursuit of upholding a 

reportable steady income growth.  

 

5.1.5 The Legal Sequel - “Lex OWB313” 

As mentioned earlier, the courts have not passed any sentence in the case of the bankruptcy of 

OWB, and most likely there will not be made any legal decisions within the next couple of years. 

According to professor in law, Lars Bo Langsted314, cases involving economic crime similar to 

the OWB case, normally takes two years from the report of the crime to the pass of sentence, 

which in this case will be November 2016. The thesis has already given the expectation of the 

upshot of the case to be liability for the Executive Management, and possibly for Altor if 

evidence for the Project Oak document is provided. Within the legal paradigm, when analyzing a 

violation of certain rules, normally the politico-legal method is used to determine how the rules 

should be, in comparison to how the rules are. This comes from the assumption that, the rules 

are not efficient enough since actors on the market choose to show noncompliance, because 

the upside of breaking the rules is larger than the downside. The method suggests a weighing of 

the requirements put forth in the legislation - i.e. too strict or costly for an actor to follow - or a 

weighing of the sanctions enabled if noncompliance - i.e. too vague punishment or hard to 

prove. However, the thesis has not found any issues arising from the legislation of prospectus 

liability encouraging for a tightening of the rules or sanctions. Instead, the thesis found that the 

underlying incentives for choosing to not comply with the requirements put forth in the legislation 

                                                
313 Skouboe, Jakob, p. 203 
314 Professor: OW Bunker-sagen kan tage år at udrede (Professor: The OW Bunker case could take 
years to untangle), by Jakob Hvide Beim, 12th of November 2014. See list of sources for link 
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was based on a miscalculation on the risk of being liable due to a belief that OWB would 

successfully enter the stock exchange and continue their growth. With that being said, the thesis 

does see an opportunity to further strengthen the IAS requirements, so it will be harder for 

companies to blur out the level of respectively hedging and speculation. If for instance a 

percentage of hedging versus speculation in connection with a company’s derivatives is 

demanded, investors might be able to distinguish to a higher degree, whether a company fits 

into a diversification of one’s portfolio or not. By implementing requirements through IAS, 

another dimension of ensuring compliance and creating more certainty for investors, is that the 

potential obligation to disclose the composition of hedging and speculation, would be enforced 

by both internally and externally auditors. And thereby, controlling companies both the ones 

succeeding and the ones not succeeding. A demand for a separation of derivatives not fulfilling 

the requirements of IAS and IFRS of hedging, from other accounts, and thereby exposing the 

speculative size to interested parties, would enable them to assess the risk profile of the 

company. The next consideration is whether such a change in law is necessary, due to the fact, 

that market changes. The OWB-case has had such an impact on the market, at least on the 

Danish stock market, that the thesis assumes that investors will tend to focus on risk to a 

greater extend than previously. As earlier described, the distrust in the market will rise post such 

a case like OWB, resulting in a more difficulties for companies to raise capital through the stock 

market. A response from the companies could be a self interest in supplying investors with more 

detailed information, in order to receive a better valuation, than companies not doing so. The 

investors might award the companies providing more information than others with higher 

valuation. The current requirements in IAS allow some moral hazard. The weighing of whether 

the market will adjust the level of information asymmetry in future public listings or whether a 

tightening of the IAS will be necessary, can be considered in the light of the findings in Hazard 

of Moral Hazard: Untangling the Asian Crisis315. If the requirements for companies become too 

burdenful, the companies’ incentives to take risk and create value lessen, which is harmful to 

the overall economy. The trade-off between the total gains created by less restricted companies 

is greater according to the article, than the gains of extremely protected investors. A key 

observation to validate this assumption occurs, when all companies need to fulfill such a 

requirement, not only the companies seeking to undermine their risk profile. The IAS 39 is 

scheduled to be replaced by the IFRS 9 in 2018316. IFRS 9 brings focus on improved 

                                                
315 Chang, Ha-Joon 
316 Applying IFRS, Hedge accounting under IFRS, February 2014, by EY, p. 68 



 

 

disclosure317, but does not address the account of derivatives not qualifying for hedge 

accounting. Listing profits and costs from derivatives in separate entities on the income 

statement would allow more transparency to investors through the annual reports. Otherwise, 

companies will still be allowed to let derivative trading blend in with other earnings and 

expenses. Assessing cost of implementing such measures could be foundation for a new study, 

as costs will have to be compared to benefits to societal welfare.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                
317 Applying IFRS, Hedge accounting under IFRS, February 2014, by EY, section 9 
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- Chapter 6 - 
__________________________________________________________________________ 

 

The following chapter summarizes the key points found in the thesis, and concludes the answer 

to the question given in the thesis statement.  

__________________________________________________________________________ 

 

6.1 Conclusion 

Through combination of economic and legal analysis, the managerial incentives to understate 

the risks in O.W. Bunker A/S are examined. Altor acquired OWB to maximize company value, 

and increase expected payoff at the day of divestment. The outcome based remuneration plans 

incentivized traders and managers to perform in accordance with the owner’s. Executive 

management and key employees were granted stocks, options and warrants, to further increase 

their payoff from adding value to OWB. When Altor initiated the divesting process, they found 

themselves valuing OWB differently than the industrial buyers, with whom they had planned to 

deal. The two findings of valuation differences are backed by the actual industrial offers of DKK 

2.5 billions and the final valuation at the day of the IPO of DKK 5.3 billions. The impressive 

historical results of deriving profits from extensive unsecured trade credit and derivative 

speculations created the price gap. Publicly listing OWB would yield a substantially higher 

shareholder payoff. Accounting standards allowed mingling of profits which contributed to 

asymmetric information between investor and share offerer. Not acknowledging the 

speculations and extensive trade credit as a source of income heavily dependent of external 

unpredictable factors, gave rise to the notion of continuum of the positive results. The 

assessments of probabilities tied to expected payoffs were distorted. Managers’ incentives to 

maximize own welfare, were induced by the possibility to mislead the market, as fully informing 

the market would lower their payoff, while continuing good results would eliminate the likelyness 

of legal sanctions.  
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http://www.shareholders.dk/kampagne/InvestorDagen-Aarhus-2014-webtv/OWBunker 

- FSR - danske revisorer (Danish Association of Auditors) definition of revision committee: 
http://www.fsr.dk/RevisorDoegnet/Revisordoegnet2014/Revisordoegnet2012/Program%20Onsda
g/Erfaringerne%20med%20revisionskomiteer 

- Investor Presentation Interim Results Q3 2014, 23 October 2014 
http://oasm.finanstilsynet.dk/dk/vismeddelelse.aspx?aid=fbc35243-59ad-4100-b540-
351a524fb60b 

- OWB Interim Financial Report Q1 2014 
http://oasm.finanstilsynet.dk/dk/vismeddelelse.aspx?aid=8739e598-4d51-4499-b41d-
a4ed5964975a 

- OWB Interim Financial Report Q2 2014 
http://oasm.finanstilsynet.dk/dk/vismeddelelse.aspx?aid=1b18c67b-afbf-44a7-9891-
18547622d60d 

- OWB Interim Financial Report Q3 2014 
http://oasm.finanstilsynet.dk/dk/vismeddelelse.aspx?aid=fbc35243-59ad-4100-b540-
351a524fb60b 

- 2014 market development report (Original Danish title: Markedsudvikling 2014) from the 
Danish Financial Services Authority (Finanstilsynet) 
https://www.finanstilsynet.dk/~/media/Tal-og-fakta/2015/Statistik-og-noegletal-
2015/Markedsudviklingsartikel_BANK_2014.ashx 

- OWB Press Release 5th of March 2014 
 http://owbunker.com/wp-content/uploads/2014/03/OW_Bunker-ITF_DK_final.pdf 

- Applying IFRS, Hedge accounting under IFRS, February 2014, by EY 
http://www.ey.com/Publication/vwLUAssets/Applying_IFRS:_Hedge_accounting_under_IFRS_9/$
File/Applying_Hedging_Feb2014.pdf 

- IAS 39 
 http://www.iasplus.com/en/standards/ias/ias39 

- IFRS 9 will effectuate in January 2018.  
- http://www.ifrs.org/Current-Projects/IASB-Projects/Financial-Instruments-A-Replacement-of-IAS-

39-Financial-Instruments-Recognitio/IFRS-9-Mandatory-effective-date-and-
disclosures/Pages/IFRS-9-Mandatory-effective-date-and-disclosures.aspx 

- Investor Meeting, InvestorDagen in Aarhus, Denmark, 3rd of June 2014:  
Recorded video conference available at: 
http://www.shareholders.dk/kampagne/InvestorDagen-Aarhus-2014-webtv/OWBunker 

- OWB Annual Report 2013 
http://owbunker.com/wp-content/uploads/2014/03/OWB_AR13_FINAL_WEB.pdf 

- European Commision - Single Markets and Standards http://ec.europa.eu/growth/single-
market/index_en.htm 
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- Appendixes -  
 

The following appendixes are found essential to the thesis, but due to size limitations, it has 

been necessary to exclude these from the thesis itself and attach these in the following. 

 

 
 
Appendix 1 
Extract of mail correspondence with Søren Larsen, DR, regarding Project Oak documents: 

 

 

Translation: 
 
Hello, 
We are two master 
thesis students at CBS, 
currently working on our 
thesis concerning OW 
Bunkers. 
 
As a result, we are 
very interested in 
gaining insight into the 
“Project Oak 
documents” - would 
that be possible, if you 
are in possession of 

Translation: 
 
Dear Christian and 
Patrick 
 
Thank you for the email. 
Apologies for the late 
reply. 
Very exciting topic you 
have chosen. What is 
your main focus? 
Have you seen the 
material and 
documentation we have 
published? 
There are some 
sensitive information, 



 

 

Appendix 2 
Extract of mail correspondence with Søren Friis Hansen, CBS, requesting further information of 
OWB: 

 

 

 

 
 

Translation: 
Hello Søren, 
We are two students seeking more information regarding the OW Bunker 
case. Last year, we participate in the course Financial Risk Management by 
Johannes Mouritsen, at which there was a lecture regarding the case, and 
in our search for more information, he mentioned that we should ask you, 
since you are monitoring the case closely. Specificly, we wish to find more 
information regarding the size of their exposed positions and their risk 
management politic. Is this something you can be of service with or other 
ways know where we might get this? 

Translation: 
Hello Patrick, 
When I have made statements, it has been based on material, which the 
journalists have received from their sources. 
This material is not publicly accessible. 
If it is not on the website at TV2, DR or one of the other newspapers, it is not 
public. 
Best & have a nice weekend 
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Appendix 3 
Sales brochure from OWB
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Appendix 4       
Overview of stock options and warrants318

 

 

                                                
318 Prospectus, p. 164 



“The stock market features the worst companies. Your only reason to be on a public stock 
exchange is to raise money. Why do you need money? Because you need money. You need 

money from other people, because you can’t raise it yourself. That not a sign of strength.”  
Timothy Sykes


