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Shipping’s climate strategy 
was a hard-won battle, but 
now the real work begins

SHIPPING HAS BEEN offered a quick glimpse of what the next five 
years hold in store.

After almost a year of negotiations, a strategy finally forged by the 
International Maritime Organization on Friday directs the sector to cut 
its total annual greenhouse gas emissions by at least 50% by 2050 
compared with 2008.

Following intense global pressure and scrutiny, the IMO can count the 
strategy as a political victory. It contains an absolute long-term target 
for emissions reductions and a recognition of the Paris Agreement, 
while acknowledging the vulnerable position of, and effect on, certain 
member states.

While the more ambitious governments and lobby groups will not be 
fully satisfied with these targets for failing to meet the Paris 
Agreement’s goals, much hope rests on the strategy’s revision in the 
spring of 2023, based on three years’ worth of data from shipping 
emissions.

This and the language included in the text could be enough to keep any 
unilateral action from the European Union on hold until 2023.

Regardless of the environmental effect, the strategy provides a clear 
signal to shipowners and shipyards on the kind of assets and 
technologies they need to be investing in over the short and long term. 
There can be few excuses there.
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It should also provide the impetus for the 
widespread development of zero-carbon fuels as the 
demand will certainly be there.

There are still open-ended questions, such as how 
the description of the 2050 targets as “consistent 
with the Paris Agreement temperature goals” will be 
interpreted or how efforts towards a 70% energy 
efficiency improvement to 2050 will work — let alone 
if that target actually helps with decarbonisation 
amid expected global trade growth.

But the IMO has afforded itself five more years to 
ponder these questions; 2023’s revision will have to 
at least address them or may completely revise the 
targets altogether, most probably upwards.

For all its benefits, the strategy does not ease the 
anticipated tension of the next five years. As the 
IMO’s ongoing data collection system generates new 
information on vessel emissions from 2019 to 2021, 
interest groups will collide

As one delegate put it, after Friday the matter moves 
away from the political and into the technical realm.

That is only partially accurate.

The truth is the technical nature but also direct 
financial implications of the ensuing negotiations 
mean owners, operators, shipyards and classification 
societies have a much more direct stake while 
remaining at the mercy of international political 
squabbles.

Straight to the bank
One often overlooked characteristic of the strategy is 
that as contentious as it has been, it is not a binding 
instrument; it is just a resolution that will guide 
future decisions by the IMO.

Many of the measures required to achieve the 
targets may well come about via amendments to 
existing IMO conventions and therefore be 
obligatory.

Delegates will descend upon London over the next 
five years to adopt measures that can quickly reduce 
GHG emissions ahead of the 2023 revision.

Multiple officials from various delegations concede 
these negotiations will likely be even more 
challenging than the ones over the past few weeks.

Among them is a review of the Energy Efficiency 
Design Index, a measure mandating the improved 

efficiency of newbuild that is currently in its first 
phase.

While phase 2 comes into effect 2020, EEDI phase 3 
is only provisionally scheduled for 2025 and forces 
all vessels built after then to be 30% more efficient 
than the existing fleet.

Proposals to bring phase 3 forward and potentially 
increase the efficiency requirements may be as 
contentious as the strategy itself.

Expect shipping lobbies, who have been discreet 
over the past few months, to be combative on these 
issues, as shipowners are forced to dig deeper into 
their pockets to finance more environmentally 
friendly assets.

Delegates will address the matter at MEPC 73 in 
October 2018 and resolve the matter by MEPC 74 in 
the spring of 2019

Other measures, such as reducing vessel speed, will 
also likely be up for discussion and should get vocal 
opposition from countries affected by global trade 
and various corners of the industry.

The measures that do get approved over the next five 
years will determine how the strategy’s and are a 
precursor of the measures that come after. The path 
to 2050 and decarbonisation will have to be gradual 
if it is to actually work.

What does CBDR+RC mean?
Distasteful of politics and regulations as it may be, 
the shipping industry needs to quickly familiarise 
itself with a new acronym. This one will matter.

In a success for developing countries, the MEPC 
agreed to include the UN’s Common But 
Differentiated Responsibilities and Respective 
Capabilities principle in the strategy.

CBRC+RC traditionally recognises different climate 
change obligations between developed and 
developing countries.

That may be easier to do when measures are taken 
on a national scale but with an international sector 
like this one, numerous delegates are not confident it 
can be applied fairly.

MEPC did not address CBDR+RC’s meaning 
in international shipping, although there is 
wide agreement it should not interfere with 
the IMO’s long-standing practice of applying 
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regulations equally to all vessels regardless 
of flag.

Far from being just a matter of semantics, a 
definition or lack thereof will be vital in the 
execution of the strategy and the adoption of 
relevant measures.

If developing states, a few of which opposed absolute 
decarbonisation targets altogether, or less developed 

countries find proposed measures as obstructive to 
their economic prosperity and in violation of 
CBDR+RC, they could block them altogether or 
severely water them down.

A clear definition of CBDR+RC will be necessary for 
shipping to have a chance to contain the influence of 
politics on its future.

That will not be easy.

IMO agrees to cut emissions by at 
least 50% by 2050
THE International Maritime Organization officially 
committed to slashing international shipping’s total 
annual greenhouse gas emissions by at least 50% by 
2050 after adopting a landmark initial strategy on 
Friday morning amid limited opposition.

The strategy, ratified by an overwhelming majority 
of the IMO’s Marine Environment Protection 
Committee, marks the launch of the first concerted 
effort to reduce shipping’s GHG emissions and likely 
mitigates the threat of unilateral regulation by 
regional authorities for the time being.

The landmark agreement will be replaced in spring 
2023 by a long-term strategy based on data collected 
from vessels by the IMO between 2019 and 2021.

According to the strategy, international shipping 
must peak emissions as soon as possible, reduce its 
total annual emissions by at least 50% by 2050 
compared to 2008 and try to phase them out as soon 
as possible in this century “as a point on a pathway 
of CO2 emissions reduction consistent with the Paris 
Agreement temperature goals”.

Aside from the absolute reduction in emissions, the 
strategy prescribes a 40% energy efficiency 
improvement by 2030 compared to 2008, pursuing 
efforts for a 70% improvement by 2050.

The strategy also recognises as a guiding principle 
the Common But Differentiated Responsibilities and 
Respective Capabilities, a UN principle enshrined in 
the Paris Agreement that effectively concedes that 
developed and developing countries do not share the 
same obligations when it comes to combating 
climate change.

At the same time, the strategy maintains the IMO’s 
long-standing No More Favourable Treatment policy, 
which stipulates that all IMO regulation is applied 
equally to all vessels regardless of flag.

Governments also committed to assess the impacts 
of any future decarbonisation measures on 
developing countries, small island developing states 
and less-developed countries.

Until the 2023 revisions, delegates will deliberate 
and adopt short-term decarbonisation measures to 
facilitate the strategy’s goals.

United going forward
Despite vocal opposition over the past two weeks, 
only three member states made official reservations 
against the strategy on Friday as others resorted to 
raising various concerns but ultimately supported 
the document or did not explicitly oppose it.

Saudi Arabia strongly reserved its support for the 
strategy and primarily the absolute targets it sets 
out, while insisting it supports IMO efforts to 
combat GHG emissions.

Setting targets before necessary review risked 
making ambitions unrealistic and potentially 
harmful to the shipping industry, it warned.

The US expressed support for the IMO’s GHG efforts 
but also called the absolute targets premature, given 
that the there is no information yet available from 
the IMO’s data collection system, launched this year.

It also opposed the inclusion of the CBDR+RC 
principle.

The strategy’s reference to the Paris Agreement is 
without prejudice to the US, which has withdrawn 
from it, the US delegation added.

Brazil welcomed the inclusion of CBDR+RC and the 
consideration of the impact on developing states in 
the strategy but reserved its position, particularly on 
the absolute target, and argued that carbon intensity 
targets were equally if not more effective.
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Two other member states stopped short of making 
an official reservation but vocally opposed aspects of 
the strategy, primarily the absolute emissions 
slashes. One of these two countries aligned itself 
with Brazil and Saudi Arabia.

Bill Hemmings, shipping director of the Brussels-
based non-governmental organisation Transport 
and Environment, said the IMO could have gone 

further if it were not for opposition from some 
countries led by Brazil, Panama and Saudi Arabia.

“Scant attention was paid to US opposition. So this 
decision puts shipping on a promising track. It has 
now officially bought into the concept of 
decarbonisation and the need to deliver in-sector 
emission reductions, which is central to fulfilling the 
Paris agreement,” he said.

Renewal and bargain hunting drive 
tanker newbuilding interest
NEWBUILDING demand for crude carriers has 
been driven by renewal requirement and bargain 
hunters this year, a trend that some market 
participants say will continue to trigger new orders 
in the coming quarters.

A total of 20 crude tankers totalling 5.5m dwt have 
been ordered so far this year, including four aframax 
and 16 very large crude carriers, data from Lloyd’s 
List Intelligence shows.

The newbuilding orders were mostly placed by 
Greek and Asian interests at Chinese and South 
Korean yards, with Korea Line, the most active 
owner, booking four VLCCs at compatriot yards.

“VLCCs are popular as demand for that size grows 
the fastest,” said BIMCO chief analyst Peter Sand.

While there have been reports of renewed interest 
from funds, the newbuilding demand has mainly 
resulted from owners seeking renewal their fleets 
while yard pricing remains weak, some analysts 
said.

“What is happening this year is essentially 
accelerated fleet renewal,” said Banchero Costa’s 
head of research Ralph Leszczynski. “It’s mostly 
existing and established owners ordering.”

The orders came as newbuilding prices stayed at 
historically low levels, with Lloyd’s List Intelligence 
data showing Chinese-built VLCCs booked below 
$80m per unit and South Korean ones at 
$83.5m-$88.8m. Clarksons assessed the contract 
price for a suezmax at $58.5m and for an aframax at 
$45.5m.

According to Mcquilling Services’ senior shipping 
adviser Stefanos Kazantzis, given that modern 

tonnage will be more favoured in charter markets as 
new International Maritime Organization 
regulations kick in during 2019-2020, newbuilding 
investments are becoming “increasingly attractive” 
in the crude tanker spectrum.

“If you do the math, you will find that with a 50% 
debt structure and a modest hurdle rate for the 
equity, the all-in breakeven at today’s VLCC 
newbuilding prices is about $30,800 over a five-year 
average,” Mr Kazantzis said.

“I am confident there are time charter deals to be 
done at levels above this mark, particularly for 
scrubber-fitted VLCCs.”

In addition, scrapping volume is widely expected to 
remain strong in the coming quarters, with the news 
IMO rules making operating old tonnage less 
economical and a large number of tanker 
approaching the age of 20.

According to LLI, 26 crude tankers totalling 4.1m 
dwt have been recycled this year, compared with 
four ships with 446,000 dwt in the same period of 
this year.

“Looking at the age profiles, I expect strong 
demolition activity to continue steadily,” Mr 
Leszczynski said.

Consequently renewal requirement may remain 
strong with more ships removed from the trading 
fleet.

With only 15 VLCCs on the global orderbook 
currently scheduled for delivery in 2020, Mcquilling 
Services’ long-term forecasting models suggests the 
number is likely to be boosted to above 50.

ANALYSIS



Lloyd’s List | Daily Briefing Monday 16th April Page 5

Even as the recent newbuilding orders have created 
worries over prolonged recovery, a shrinking 
orderbook suggests the situation is not yet out of 
control.

LLI data showed the total orderbook consisted of 
306 vessels with 65.2m dwt as of April 9, down from 
315 ships with 63.9m dwt four months ago. This was 

because the number of newbuilding deliveries 
exceeded orders.

“I still expect the tanker markets to recover from 
2019,” said Mr Leszczynski, adding that vessel 
demand would recover as the supply cut by members 
of the Organisation of the Petroleum Exporting 
Countries is expected to end then.

Young is beautiful for crude tankers
OVERALL tonne-mile demand, measured by the 
laden volumes shipped multiplied by the distances 
travelled, has continued to rise. Global demand for 
oil remains strong, and so does the need to move 
crude oil. The depressed market earnings over the 
past year, due to an excess number of deliveries, 
masks the fact that demand remains high.

But the distribution of the tonne-mile growth among 
vessel ages is not portioned equally. Younger tankers 
are moving a larger portion of the shipments.

Charterers seem to be increasingly discriminating 
against older ships. A look at the tonne-mile demand 
across market segments shows that ships under 10 
years of age have begun to displace not just normal 
scrapping candidates over 20 years of age, but also 
more ships that have passed the 10-year-old point.

The trend became more pronounced in both the 
suezmax and very large crude carrier markets from 
2014 onwards, a period that encompassed both high 
and low freight-cost environments.

The shift away from units 20 years and older 
has been more pronounced in the VLCC markets, 
and these ships have been locked out of most 
business outside floating storage. Older suezmaxes 
appear to be holding steadier in terms of usage, 
but they have moved downwards as well. The 
same market dynamics causing oil companies to 
abandon older VLCCs could shift to their smaller 
cousins.

Older ships may see a slight uptick in utilisation 
when the tanker markets do turn, but this trend 
towards having fewer vintage units appears to be 
well entrenched. This changing dynamic helps 
explain some of the rise in counter-cyclical orders 
being placed at shipyards around the world.

Older assets will continue to see use but we may see 
greater periods of time with a two-tier market, and 
chartering managers less willing ignore the age 
when ships over a decade old are offered in for 
business.

Why counter-intuitive boxship 
ordering makes sense
THE spate of new orders placed for 20,000 teu-class 
vessels makes perfect sense for the lines involved, 
which must base decisions on their individual 
requirements, not the macro-economic supply and 
demand scene, or the risk of creating another 
tonnage glut

News that Ocean Network Express may order more 
20,000 teu ships, following on from similar plans by 
several other leading container lines, is bound to 
prompt more hand-wringing by analysts about the 
risks of another capacity glut.

But boardroom decisions about such investment 
programmes are not driven so much by the macro 
supply and demand picture, but by individual 
carriers’ needs.

In the Asia-Europe trades, lines can only be 
competitive by operating the biggest ships that bring 
economies of scale.

Freight rates may be more stable at the moment, but 
in an industry frequently disrupted by price wars, it 
is essential to focus on slot costs, and that means 
20,000 teu-class vessels on the world’s longest 
shipping corridor. Furthermore, each string on that 
route needs between 10 and 12 ships, hence ONE’s 
need for another six to go with the half dozen of that 
capacity that it has already.

These ships will also be in service for two decades or 
more, so whether supply will match demand in the 
next few years is immaterial. What matters is 
whether there will be sufficient capacity to meet 
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cargo requirements 10 years from now or beyond.

On past trends, demand will continue to grow, albeit 
at varying rates from one year to the next, and 
assuming the global economy is not brought to its 
knees by a tit-for-tat trade war.

Yet that is the judgement that shipowners have to 
make when considering whether to spend vast sums 
of money for a series of new ships. Yard prices may 
have come down from the heady days when an 
18,000 teu vessel cost close to $190m, to nearer 
$130m-$140m apiece today. But multiply that by 10 
or 12 to get a sense of how much is at stake, 
regardless of whether ships are bought directly on a 
long-term lease basis.

Neither are those the only considerations.

Any carrier planning to order new ships — of any 
size — has to take into account future regulation, 

and whether vessels built today will still be 
compliant in the years ahead; whether current 
vessel-sharing alliances will last the course; or 
whether there may be another round of 
consolidation that will change the industry 
landscape once again.

So deciding to order more ships right now, just as 
the industry appears to be entering a more stable 
era, may seem irresponsible or rash, but would not 
be taken lightly.

In a business where, as Hanjin Shipping showed, 
survival is not a given, container shipping still has to 
prove it can be profitable and able to produce 
acceptable returns for shareholders who have 
endured decades of value erosion.

That in part means knowing exactly when to invest 
in new ships, however counter-intuitive the timing 
may seem on the outside.

ONE may order more 20,000 teu ships
OCEAN Network Express may order another sextet 
of 20,000 teu-class containerships, as the Japanese 
line that inaugurated services on April 1 tries to 
strike a balance between scale and flexibility.

When asked about the company’s ordering plan, 
ONE (Japan) Ltd president and chief executive 
Takafumi Kido told Lloyd’s List: “We now have six 
20,000 teu ships. So probably ONE will place orders 
for additional six.”

Mr Kido was speaking on the sidelines of a Sea 
Japan seminar in Tokyo.

He added: “whenever we have the opportunity to 
enjoy the very cheap building cost, we’ll start the 
study of ordering.”

However, he emphasised that the carrier — a joint 
venture formed by the three Japanese shipping 
giants NYK, MOL and K Line — would not 
aggressively chase the 20,000-teu class to expand 
its mega ship fleet.

“As our chief executive Jeremy Nixon has said, the 
14,000 teu [size] is still the most convenient for us.”

ONE will have 25 ships of 14,000 teu in total, with 
the delivery of a string of newbuildings from K Line 
and NYK by 2021, according to Clarksons.

“So far we are okay, but we may need a bit more.”  
Mr Kido said.

His remarks came after several Asian carriers, 
including Evergreen and Yang Ming, recently 
announced their newbuilding orders. Earlier this 
week, Hyundai Merchant Marine formally unveiled 
its plan to order 12 ships of above 20,000 teu and 
eight of 14,000 teu.

During the Long Beach TPM conference last month, 
Mr Nixon had also said the new Japanese carrier 
would explore the possibility of newbuilding orders 
towards the end of the year.

Nevertheless, Mr Kido said the primary focus of 
ONE this year was still to ensure a smooth operation 
and integration of the overseas container shipping 
business from the three Japanese majors.

Commenting on the booking system challenges that 
the company is currently encountering, Mr Kido said 
the problems were caused by the lack of manpower, 
not from the new IT system itself.

“The system is not broken, it’s ready. But we lack the 
people to operate the system.”

He said part of the operational staff remained at the 
three original Japanese companies, as they need to 
deal with the cargo shipped out before April 1, when 
ONE officially started to take its own bookings. “So 
we cannot work at full strength.”

Mr Kido expected the problems to be solved within a 
few weeks with those staff coming on board, which 
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is in line with an official response that ONE sent 
to Lloyd’s List earlier.

During his seminar presentation, Mr Kido portrayed 

ONE as a “Hybrid Carrier”, which not only has 
the scale to match the leading global carriers, 
but also the agility enjoyed by niche-market 
players.

The Interview: Wolfgang Freese
WHEN he retired at the beginning of April, 
Wolfgang Freese had spent nearly five decades 
working for Hapag-Lloyd. That is a record that will 
be hard to beat, particularly since his time with the 
German carrier goes back almost to the beginnings 
of the company itself.

Hapag-Lloyd was formed by the merger of Hapag 
and Norddeutscher Lloyd in September 1970. Mr 
Freese joined in April 1971.

His first job was as an apprentice shipping agent. 
Over the years he went on to a series of senior 
management positions within the company, 
culminating in becoming president of the North 
America region for Hapag-Lloyd.

Much has changed in container shipping over the 
five decades Mr Freese has been at Hapag-Lloyd, not 
least the company itself. Over the decades it has 
owned tankers, cruiseships, Rickmers Linie, and an 
airline, and has been owned itself by tourism group 
Tui. Now it stands as the world’s fifth-largest 
container carrier by capacity, having successfully 
acquired or merged with CP Ships, CSAV and most 
recently United Arab Shipping Co. Its major 
shareholders are the companies with which it has 
merged and the city of Hamburg.

But as the company at which he has worked for so 
long has change and grown, so too has the nature of 
the industry itself.

Much has changed in container shipping over the 
five decades Mr Freese has been at Hapag-Lloyd, not 
least the company itself.

The personal touch
If there is one thing Mr Freese laments, it is the 
depersonalisation that has crept in over the years.

“I lived for many years in Indonesia where there 
were a lot of expats,” he says. “One of the highlights 
was inviting customers for dinner and onboard 
parties. Customers could get quite upset if they were 
not invited. But this has all changed. Port times are 
shorter and ports are now often no longer close to 
the cities, and security is tighter.”

Nevertheless, it is important to try to keep the 
personal touch and young executives and 
salespeople should keep that in mind.

“These days you have the same boxes, the same 
ships and while you might be able to differentiate a 
bit, behind every decision is an individual,” he says.

Automated bookings will not necessarily replace the 
fact that relationships must be established in the 
first place, and contracts must still be negotiated 
face to face.

“The major US retailers will not book 100% of their 
cargo online,” Mr Freese says. “They need to have 
certain service guarantees and they have service 
requirements which have to be discussed. 
Sometimes the carrier has to adjust the product and 
this cannot be done online.”

This personalisation, and the differentiation it can 
bring, could be the thing that helps lines prosper in 
a world driving towards digitalisation, and the 
commoditisation of services it threatens.

“I think there is a requirement for all lines to go 
more in this direction, considering electronic 
advances; it becomes more important than ever,” Mr 
Freese says.

For Hapag-Lloyd, this is a major driver.

“We want to differentiate more in the future to 
establish ourselves as a quality carrier on the 
customer service side, because I believe this is where 
we can differentiate,” he says. “I also believe that we 
can make life easier for our customers, and 
customers are prepared to pay a premium for that 
service.”

Hapag-Lloyd sits comfortably in the top five carriers, 
but Mr Freese admits that getting anywhere near 
the top of the liner table would be difficult.

“What we have accomplished, through the various 
mergers and acquisitions, is a balanced portfolio, 
which means we deal more and more with 
customers who require a worldwide service and a 
real global carrier,” he says. “We cover all the major 
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trade lanes and that is an advantage. But due to the 
decentralised set-up of Hapag-Lloyd, we are still a 
carrier that can provide a personal service.”

Big in America
And of all the countries he has worked in, the 
demands for service in the US are the highest.

“Historically, the US is more demanding compared 
to Asia and Europe,” he says. “It is a huge country, 
and that makes a difference. It is difficult for many 
European countries to realise the scale; it takes six 
hours to fly from coast to coast. In between you have 
huge mountains to cross.”

Moreover, the intermodal requirement is different.

“There are many places in the US you cannot reach 
without a reliable train connection. This is the 
backbone of the infrastructure here. And the 
customer service requirements are higher.”

While the world waits and worries over a potential 
trade war between the US and China, Mr Freese is 
relatively phlegmatic about trade growth continuing.

“I’m relatively optimistic over demand,” he says.

“The industry has to live with import restrictions of 
waste commodities by China which came into effect 
in the middle of last year. This was a huge chunk of 
US exports. This is not easily replaceable as there 
are no other major Asian countries that can take 
those volumes. But the industry has been seeing 
some positive developments on the agriculture side 
where volumes have increased, although this won’t 
completely compensate what has been lost.”

This does, however, open another can of worms.

“We have traditionally had an imbalance between 
imports and exports, and if imports are increasing 
this just widens the gap,” Mr Freese says

“Unfortunately, this is just what is happening. It 
then becomes very expensive to move equipment out 
to the export markets.”

But with an eye to developing trade policy, he adds 
that the positive environment is predicated on 
nothing rocking the boat.

“The major export markets for the US are Canada, 
Mexico and Brazil,” he says. “There will be 
retaliation to the US tariffs on steel and aluminium 
but it is still too soon to tell how this will play out.”

Nevertheless, imports remain strong, with growth 
expected in the region of 4%-5% this year.

“If nothing major happens, I think this is realistic,” 
he says. “There is not a large number of new ships 
coming into the fleet in 2018/2019 so I’m confident 
that in comparison to the previous few years, the 
future looks a bit brighter.”

While that may not yet have materialised in the form 
of rate increases, Mr Freese expects a relatively 
strong peak season this year.

“Let’s not forget that we came in to 2018 on a strong 
level, which is normal before Chinese New Year. This 
was late this year and there have been some signs 
that ships were not well utilised, but this is being 
accounted for.”

As for the damage carriers can do to themselves 
without outside help from trade disputes, Mr Freese 
is confident that carriers will show some restraint.

“For someone looking from the outside, it might 
appear that there are some carriers undercutting on 
rates, but across the board I believe that it does not 
make sense,” he says.

“Carriers have realised that, given the levels of 
investment, there is a requirement to make returns 
for shareholders. You have to have certain markets 
you have to defend, but this is a decision that each 
and every carrier has to take on their own. But I do 
not believe there is an all-out price war happening 
now.”

Home truths
As he prepares to bow out of the shipping industry, 
Mr Freese has few regrets.

“When I joined Hapag-Lloyd we had a fleet much the 
same size as the one we have today, just with much 
smaller ships,” he says. “It was a different ball-game. 
We developed from that company to a multinational 
mega-carrier and that was an interesting journey. It 
was also interesting to witness, and to an extent, be 
part of the mergers and acquisitions that have taken 
place over that time.”

There were low points too.

“During the recession of 2009 it was a challenge to 
keep the teams motivated but I think we did an okay 
job of this,” he says. “We had the feeling that the 
wheels were turning but we weren’t making 
progress.”
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Hapag-Lloyd had its own challenges over those 
times. Tui was not really interested in the company 
in the beginning, he says, but its new shareholders 
are motivated and stable.

Nevertheless, the good experiences prevailed.

Mr Freese has no immediate plans to take on a 

non-executive directorship or any other roles, and 
wants instead to catch up on some reading and golf.

“I want to step back for a while, then we’ll see,” he 
says. “But I am going to advise my wife how to 
achieve cost savings in the household. That will be 
my biggest challenge yet.”

Disrupting the disrupters: Why systems 
solutions might not be solutions at all
DIGITAL disruption takes many forms, not least for 
the companies that have set themselves out to be 
disrupters. The Sea Japan international maritime 
exhibition and conference is the perfect place to 
gauge this transformation as the most prominent 
disrupters refocus their business models to align 
with the business needs of their customers, writes 
Richard Clayton.

Among the most prominent in this are Inmarsat, 
where its branding still talks of “the mobile satellite 
company”, but where executives are pushing deep 
into the world of ecosystem applications; similarly 
ABB, which is settling into its role as a supplier of 
ecosystem packages.

I have every sympathy with these and other 
businesses that have seen their future in digital 
communications. It is a sector in constant change, in 
which the long-term horizon is marked in months 
— 60 months is unimaginable, 24 months is 
probably as far out as they can plan. Such 
understandable short-termism is now dictating 
strategic decision-making. There are two 
approaches: one is to acquire expertise, the other is 
to agree partnerships. The first brings talent into the 
pool of in-house resources, the second allows a 
degree of flexibility that can react to change.

Wärtsilä’s acquisition of Transas last month, and of 
Eniram in mid-2016, has given the Finnish tech 
company an aura of focused expansion in the smart 
solutions space.

Speaking at the Transas announcement, Wärtsilä 
Marine Solutions president Roger Holm talked of 
moving the concept of a smart ecosystem from 
vision to reality. The word among the Sea Japan 
booths was that Mr Holm’s team is studying ways to 
fit Rolls-Royce Marine into the portfolio.

Meanwhile, ABB appears to be eyeing up 
connectivity from a different angle. Erik Christian 
Bolstad, its vice-president of global sales in 
offshore oil and gas, told Lloyd’s List the aim is 
to become a supplier of systems packages to the 
high-spec sector that covers liquefied natural gas, 
floating storage and regasification units, drill ships, 
semi-subs, dynamic positioning units, cruise 
vessels, and ferries. The philosophy here is not to 
buy and bolt on but to build out from the existing 
systems package.

Elsewhere, Inmarsat is creating strategic 
partnerships with hardware builders JRC, Cobham, 
and Intellian. Such partnerships are “much more 
flexible” than acquisitions, while giving access to 
scale, observed Stein Orø, vice-president of sales 
and applications.

The word Inmarsat uses frequently is “enabling”, 
by which it means the business can work alongside 
Transas/Wärtsilä on its electronic chart display and 
information systems and with Rolls-Royce engines, 
gathering and sharing data.

So the question is this: At what point does 
competition between digitally driven companies 
become counter-productive? Could Wärtsilä ever 
hope to gather so much digital expertise that no 
add-ons are necessary, or will the future belong to 
businesses that contribute to broad strategic 
partnerships?

The concept of a business with a structure, a 
headcount, short- and medium-term goals, and even 
quarterly targets, is breaking down in the era of 
digital disruption.

The other question is whether traditional shipping 
companies, which after all make up more than 90% 
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of the maritime sector, are ready for such 
transformation. It is certainly at odds with the 

economic protectionism that characterises so much 
of shipping.

Viewpoint: Another great depression
CONFUSING messages are all around us, writes 
Michael Grey.

Industry confidence is bubbling over, or at least 
higher than it has been for several years, according 
to that excellent indicator of sentiment, the shipping 
accountants and consultants Moore Stephens.

That ought to be a danger signal, as it usually leads 
to ship operators rushing off to the Far East to book 
the next wave of newbuildings that will destroy any 
hope of market balance in any sector for years.

Maybe this time it will be different, as lenders are 
supposed to be more responsible. Believe that if you 
can.

But while the people who own and operate ships are 
brimming with confidence (these things are always 
relative), those who work on board them are 
seriously depressed.

The Sailors’ Society had very little good news to 
report at the recent Wellness at Sea conference, 
following research by Yale University on the mental 
health of more than 1,000 serving seafarers. 
Depression, which is a more clinical and serious 
condition than waking up in a bad mood, is at a high 
level and not getting any better.

It is not the first time that the mental health of 
seafarers has been the subject of concern in recent 
years.

Indeed, several P&I Clubs, and more than one 
welfare organisation, along with well-organised 
research in Australia, have all come to the same 
conclusions, alarmed by an increase in mental 
illness afloat and a worrying increase in suicide 
among seafarers. Indeed, the subject has been aired 
in public for several years, but without the slightest 
signs of improvement.

It tends to coincide with a Mission to Seafarers study 
on “happiness” which in producing useful analysis, 
indicates some of the causes of the malaise and 
indicates some of the keys to improvement.

Should we be surprised, the way we expect seafarers 
to live these days? And despite all the noises of 
concern from the welfare organisations and even the 
clubs, (who have to pay claims, let us not forget), is 

anything really changing that will make life less 
depressing for people who might be prone to 
depression or work-related stress? And are 
employers, who alone are able to perhaps do 
something about the situation, initiating anything 
other than making polite noises of concern?

It might be suggested that with the ILO Maritime 
Labour Convention well bedded-in, seafarers have 
never been better regulated in employment terms.

But while the MLC does a lot, matters of what might 
be termed the life people actually live at sea are not 
addressed by the convention.

Take, for instance, the oft-cited issue of loneliness, 
which can be a precursor to real life-sapping 
depression and worse.

It is a real problem, which is certainly not helped 
and is arguably made much worse by the practice of 
manning ships with multi-national crews with no 
common language.

In a crew numbering in the low 20s, it is not unusual 
to find “minorities”, whose native language is not 
that of the majority, feeling exceedingly isolated.

There might be individuals who quite literally have 
nobody on board ship they can speak to, other than 
a halting request to “pass the salt” at the mess table.

That’s life
Do people who go home at night to their families 
ever think of what life would be like in such 
circumstances, for month after month. Shut in their 
cabins, glued to their “devices” when not working or 
on watch, it is enough to make the most extroverted 
soul seriously depressed.

But talk to those responsible for crewing ships and 
they will often airily dismiss the problem, 
suggesting that “that’s life at sea, these days”. They 
have far more important things to think about, like 
ensuring that the crew have all the necessary paper 
qualification and the right experience to placate the 
charterer, and the contracts are such that the MLC 
inspector will leave with a smile on his face when he 
calls.

If they were convinced that it was important, 
multinational crewing could be stopped and anyone 
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with any sense would concur that at least one of the 
problems might have been ameliorated. Who knows, 
the ship might be a bit safer too, if everyone could 
understand what was going on.

It has been argued convincingly that crews are too 
small, that tours, especially for ratings, are too long 
and that the burdens are shared unequally. Sure, the 
master gets paid more than anyone else, but does 
that justify him being utterly bogged down in often 
pointless and repetitive bureaucracy, worn to a 
frazzle?

Why should people positively dread arriving in port, 
because of all the extra work imposed on them, 
largely by people who happily go home at the end of 
their working day, leaving their fresh colleagues to 
give those on board grief?

What about the design of modern ships, which are 
grim, utilitarian places without decent recreation 
spaces, or even a deck to sit out in the sun and 
probably no facilities for exercise, as prescribed by 
those offering helpful advice about “wellness”?

What about the “go-on, stop-on” attitudes that drive 
people without remission or time for relaxation?

Some years ago, I suggested to a shipowner that just 
as expensive warships lay over for a bit of R&R, 
hard-driven merchant ships might do the same. He 
laughed so much I thought he was going to injure 
himself.

It is all a bit depressing.

IN OTHER NEWS
Pick-up in dry bulk vessel orders 
leaves the market unfazed
A SIGNIFICANT rise in orders for 
new dry bulk carriers so far this 
year is not causing too much 
concern in the market because 
demand growth is still expected 
to outstrip supply growth, 
according to analysts.

In the first quarter, 64 vessels 
totalling 7.9m dwt were 
confirmed ordered, according to 
VesselsValue. That compares 
with just 19 orders amounting to 
1.5m dwt contracted over the 
same period a year earlier.

By contrast, only 15 carriers for 
1.48m dwt were listed as sent for 
demolition in the first three 
months of the year, according to 
the data.

But even as analysts revise up 
their supply growth figures for 
this year, there is little concern 
about the dry bulk recovery.

“It will not derail the recovery,” 
said BIMCO’s chief shipping 
analyst Peter Sand, who 
estimates supply growth at 1.5%, 
higher than his forecast of 1% at 
the end of last year.

That is still lower than 
expectations of demand growth 
of 2% to 3% this year, he said, 
adding that come 2019 and 2020, 
there may be little wriggle room 
because supply growth is 
expected to match an expansion 
in demand, which may then 
affect freight rates.

Delo takes stake in Maersk’s Russian 
port venture
MOSCOW-based port logistics 
company Delo has acquired a 
31% stake from Transportation 
Investments Holding Ltd in the 
Russian terminal operator Global 
Ports Investments, partly owned 
by APM Terminals.

Morten Engelstoft, GPI board 
chairman and APM Terminals 
chief executive, said that Delo’s 
“remarkable track record in the 
Russian port industry” will allow 
the group to both cement its 
position in the Russian container 
industry and tap into the future 
growth potential of the Russian 
market.

Climate change agenda spearheads 
sales of barnacle-repellent paint
AN AGREEMENT signed two 
years ago between Japanese 

paint manufacturer Chugoku 
Marine Paints and I-Tech, the 
Swedish developer of the bio-
repellent anti-fouling ingredient 
Selektope, has taken on greater 
significance for vessel 
performance optimisation at a 
time when the climate change 
agenda is being talked up.

I-Tech chief executive Philip 
Chaabane believes a bio-solution 
is timely because of several 
critical changes to shipping 
trades and to the marine 
environment. These are: 
increased vessel dwell times at 
ports caused by congestion, 
resulting in heightened levels of 
fouling; raised water 
temperatures caused by climate 
change; increased trading 
between economies in tropical 
regions; the concern that invasive 
aquatic species are being carried 
on ships’ hulls as well as in 
ballast water; and higher cost of 
low-sulphur fuels post-2020, 
which will encourage hull 
cleaning.

Shell charters AET’s LNG-fuelled 
aframaxes
OIL major Shell is taking AET’s 
two newbuilding liquefied natural 
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gas dual-fuelled aframax tankers 
on long-term charter from the 
fourth quarter of 2018.

The two 113,000 dwt vessels are 
being built by Samsung Heavy 
Industries in South Korea and are 
due for delivery from the third 
quarter of 2018.

Both vessels will be fitted with 
twin LNG tanks and will be able 
to operate in the 0.1% sulphur 
emission control areas of North 
America, northwest Europe and 
Asia, and will also fully comply 
with the incoming global sulphur 
cap of 0.5% in 2020.

Shell Trading intends to use the 
vessels to move crude, largely in 
the Atlantic basin.

HPH Trust expects less than 2% fall in 
volumes from US tariffs
HUTCHISON Port Holdings Trust 
has said it expects a negligible 
effect on its volumes if the US 
goes ahead with imposing tariffs 
on Chinese goods, while at the 
same time it also announced a 
3% rise in revenue and a 12% rise 
in net profit for the first quarter.

Chief executive Gerry Yim said 
the estimated effect on the 
Singapore-listed and Hong 

Kong-based port operator’s 
volume was less than 2%.

He explained that HPH Trust is 
largely unaffected by the tariffs 
on steel and aluminium because 
these industries are located in 
north China and would affect 
ports such as Tianjin and Dalian.

The likely hit is from the 
subsequent proposed $50bn of 
tariffs on high-end products 
because Shenzhen and south 
China also make south electrical 
goods, along with garments and 
furniture.

For classified notices please view the next page.
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