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Daily Briefing
Leading maritime commerce since 1734

Tuesday April 24, 2018

Digitalisation is the way 
ahead, but challenges loom

DIGITALISATION IN THE shipping industry will spur the 
automation of existing practices and bring improvements to safety 
procedures and environmental agendas.

But here needs to be enormous cultural change in the industry to put 
the technology to work, according to a panel of speakers at the Global 
Perspectives: Future of Shipping forum, part of the Singapore 
Maritime Week.

"Change is going to happen. We are soon going to see the 
digitalisation of the shipping industry," said Lazada's regional head of 
ocean freight Claas Durach, while pointing out that the shipping 
industry will need to undergo some corporate cultural changes before 
it can adapt to the new backdrop.

Blockchain, the internet of things and artificial intelligence could 
allow the shipping industry to co-ordinate itself to take advantage of 
the shared value of pooled data within maritime transport. But 
shipowners and other businesses will be cautious because there is a 
great deal of proprietary information that they will deliberately not 
want to share. Blockchain could, in some instances, be unhelpful.

Carl Schou, president of Wilhelmsen Ship Management, said the 
increasing reliance on digitalisation and the changes that will bring 
will be an opportunity and a challenge for attracting new talent.

The panel agreed that shipping would appear “sexy” to the younger 
generation as it embraces digitalisation.

Reinforcing the message, the Maritime and Port Authority of 
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Singapore used the occasion to unveil its link-up 
with key industry bodies to develop skills to operate 
the next generation of ships and to operate the next

generation of ships and to further enhance the city 
state as a maritime training hub.
For fuller reports, please see our website.

Star Bulk deal shows the power of 
consolidation
STAR BULK’S acquisition of 16 modern vessels from 
Italy’s Augustea Atlantica and US investment firm 
York Capital Management is a good move, closing in 
on rival Golden Ocean, which has so far been the 
largest publicly-listed dry bulk company.

The Greece-based bulker owner, which issued 10.5m 
shares worth about $122m, also assumed debt of 
$310m, giving the transaction an overall value of 
$433m.

At current prices, the acquired fleet is worth almost 
$441m, according to VesselsValue.

Golden Ocean last year inked a similar deal to 
purchase the entire fleet of Quintana in an all-share 
transaction, more to tap into an investor base than 
to grow its fleet.

The Oslo-based company, which has a market 
capitalisation of about $1.2bn, has a fleet of 71 bulk 
carriers with a total carrying capacity of 9.5m dwt, 
with another eight vessels for 1.7m dwt on order, 
according to Clarksons.

Star Bulk currently has 73 vessels for a total 
of 8m dwt, with just one 208,000 dwt bulker on 
order.

The acquisition, announced at the end of last week, 
will give the Greek company an additional 1.9m dwt, 
making it leader in terms of on-the-water tonnage.

That is all subject to regulatory approvals, of course.

The purchase of the three newcastlemaxes, two 
standard capesize, two mini-capes, eight post-
panamax/kamsarmax, and one ultramax, with an 
average age of 4.5 years, is expected to provide Star 
Bulk with economies of scale. Petros Pappas even 
said his company, which is currently worth about 
$774,000, would continue to be a consolidator in the 
sector.

Its operating costs are already seen as one of the 
lowest in the industry at $3,906 per vessel per day 
last year versus an average of peers at $4,671.

JP Morgan analyst Noah Parquette praised the deal, 
seeing it as a positive.

“Management is able to opportunistically acquire 
ships at valuations that still look cheap,” he said, 
adding that the company was his favourite pick of 
the dry bulk sector.

We have to agree.

WHAT TO WATCH

Clarksons issues profit warning
CLARKSONS has issued a profit warning for 2018 
on the back of weak sale and purchase activity, low 
tanker rates and depreciation of US dollars.

Even though the broad market confidence for 
shipping remains strong, the London-based 
shipping services firm, which operates one of the 
world’s largest broking houses, is expecting lower 
year on year profits for the first half of and full-year 
2018.

“The challenging environment in shipping and 
offshore capital markets has led to transactions 

being pushed back within the financial segment 
and has compounded a quiet period in sale and 
purchase activity for the group across shipping and 
offshore,” Clarksons said.

It added: “Further, the group has suffered from 
lower freight rates within the tanker market and a 
fall in the value of the US dollar, the predominant 
trading currency of the group’s banking and broking 
businesses.”

Shares of Clarksons opened 29.2% lower on Monday 
before recovering.

https://lloydslist.maritimeintelligence.informa.com/
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The statement is a sharp reversal from Clarksons’ 
last update in March, when the company expected 
continued growth this year.

In 2017, the company’s pre-tax profit rose 12% on 
year to £50.2m ($69.6m), while revenue grew by 

 £18m to £324m. Net profit fell 9.2% to £34.4m 
 owing to acquisition-related costs of £3.8m, 
however.

In January-June 2017, Clarksons reported a pre-tax 
profit of £21.9m.

OPINION

Make shipping sexy, not sexist
I WILL be retiring as executive editor of Lloyd’s List 
at the end of April but taking up a new part-time role 
chairing the Editorial Board that is being set up, 
writes Janet Porter.

This will consist of experts drawn from across the 
maritime industry who will provide advice, 
feedback, and guidance on the editorial content of 
Lloyd’s List, including Lloyd’s List Containers. They 
will not, of course, have any direct control over what 
is published, but will help to ensure we maintain the 
highest editorial standards, and report on the issues 
that matter.

However, we welcome and encourage constructive 
comment on all aspects of our coverage from our 
subscribers. That includes the website, print 
publications, webinars, daily briefings, and email 
bulletins, as well as the different industry sectors.

In the past, the container, tanker, and dry bulk 
trades would have been considered as quite separate 
from each other, with different owners, trade lanes, 
ports of call, and business models.

These days, there is plenty that they all have in 
common including how to comply with the new 
sulphur cap rules that are due to come into force in 
2020, cyber security, and the spectre of 
protectionism.

Another common trait is the small number of 
women working throughout the maritime industry. 
This is reflected in the Editorial Board, which is 
predominantly male.

We hope to have a better balance soon, but very few 
women hold top jobs in shipping, even today. There 
have been some trailblazers, most notably Cecilia 
Eckelmann-Battistello in the container shipping and 
ports sector, who combines a passion for 
engineering, and a steely business brain, with 
glamour and sense of fun. Yet not many other 
women have followed in her wake.

In recent months, there has been a tremendous 
amount of publicity about the gender pay gap, 
inappropriate behaviour, and the glass ceiling across 
all industries.

Shipping undoubtedly remains a male domain, and 
there may well be a glass ceiling, given the marked 
absence of women in senior positions.

There are no easy answers about how to attract more 
women into shipping, although I know from when I 
worked for a US company that affirmative action, in 
that case to recruit more people from minority 
backgrounds into the workplace, produced some 
very successful results.

I also think it is worth mentioning that, in all the 
years I have been a journalist and writing about 
shipping, I have never felt at a disadvantage, 
uncomfortable, or patronised in these two very male 
worlds.

When I first started work in a very busy and noisy 
newsroom, I was the only woman, and yet felt I was 
treated equally within the team.

I have found most senior executives throughout the 
shipping industry easy to interview, happy to engage 
in conversation, and — to put in bluntly — well 
behaved.

Attitudes have undoubtedly changed. I believe I may 
have been the first female Baltic Exchange principal 
at a time when ships were fixed on the floor of the 
old Baltic Exchange before it was destroyed by an 
IRA bomb. I vividly remember receiving a phone 
call from a Baltic official asking me to recall our 
freight reporter who was there to collect ship 
charters because she was wearing a trouser suit.

These days, it is probably harder to spot a woman 
wearing a skirt, but there is clearly a long way to go 
before both sexes are treated equally in the 
workplace.
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ANALYSIS

Containership overcapacity fears ‘over-hyped’
PREDICTIONS that new containership deliveries 
would flood an ocean freight market already 
experiencing overcapacity are “over-hyped”.

That is according to new analysis by Drewry, which 
now believes recent vessel delivery deferrals mean 
demand growth will slightly exceed new 
containership deliveries in 2018.

In common with other analysts, Drewry 
acknowledged that last year it had expressed 
concerns about overcapacity in 2018, based on the 
orderbook at the time, even after including forecasts 
in its analysis last year for slippage and scrapping.

“Such was the weight of the 2018 delivery schedule 
in October 2017 that at the time we predicted supply 
growth would outpace demand,” Drewry said.

“However, since then the orderbook has undergone 
some subtle manoeuvres, which have had a positive 
effect on our supply-demand equations. While the 
sum total of confirmed new capacity due to arrive 
through 2022 has not changed much, the delivery 
breakdown by year has been significantly altered as 
a consequence of owners delaying a number of 
deliveries.”

This smoothing process means that as of January 1, 
the unadjusted orderbook schedule for 2018 shrank 
by about 150,000 teu to stand at 1.5m teu, Drewry 
noted.

Based on deliveries in the first quarter of 2018 and 
what is scheduled for the remainder of the year, 
Drewry now expects the full-year delivery total for 
2018 to be in the region of 1m teu-1.2m teu.

“In essence, over the space of six months, owners 
have pared back the 2018 total by as much as 
600,000 teu,” it said. “If our forecast is correct, the 
annual delivery total for 2018 will be broadly 
unchanged from 2016 and 2017, which marked a 
significant slowdown compared with the previous 
six years.”

Crucially, the new supply growth forecast for the 
current year is lower than demand. Drewry now 
expects the global supply-demand index to nudge 
upwards this year.

“The market will still be over-supplied, but not 
catastrophically so, and certainly showing signs of 
improvement,” it said.

Drewry added that even though the global supply-
demand index for the year as a whole was expected 
to be higher, it would start off lower — that is to say, 
the year will start off in a greater state of 
overcapacity — owing to the top-heavy delivery 
schedule in 2018.

“The timing could not have been worse for carriers, 
because it created negative sentiment for the crucial 
annual Asia-Europe and transpacific contracting 
seasons.”

Looking further ahead, Drewry said the low-level 
newbuilding contracting of 2016-2017 meant there 
was little scheduled for delivery post-2019. Most of 
what was slated for that future time slot came from 
slippage caused by deferrals from earlier years. 
Based on Drewry’s current projections, there is a 
need for extra newbuildings for 2020 onwards to 
satisfy the expected cargo growth.

Shipping, like other industries, needs to think about 
how it can attract more women and promise them 
proper career paths. That should not be so difficult, 
given the range of jobs on offer, both ashore and at 
sea. But it does require flexibility regarding work 
patterns, better careers advice about the available 
opportunities, mentoring, and some great role 
models.

Containerisation International, now re-named 
Lloyd’s List Containers, was edited for many years 
by one of the best-ever shipping journalists, Jane 

Boyes. She was admired and respected throughout 
the industry for her in-depth and insightful 
reporting of containerisation as it evolved from a 
fledgling business into the powerhouse it is today. 
Jane was a true role model in every sense.

The Editorial Board will be keeping watch to ensure 
that that level of journalism is maintained, but 
hopefully will also do its bit to encourage more 
women to consider a career in shipping. It would be 
a great choice.
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“The reality of supply growth in 2018 is far less 
frightening than it was previously,” Drewry said. 
“We expect new ordering activity to rise off the 

floor, but to stay at a level that incrementally 
improves the supply-demand balance over the 
next five years.”

THE economic outlook for carriers is positive for the 
coming years, with major rewards available to those 
lines that have survived the carnage of the past five 
years, but short- and long-term risks remain that 
could yet derail a recovery, according to an analysis 
of the market by SeaIntel.

The International Monetary Fund’s latest World 
Economic Outlook report expects world trade to 
grow by 5.1% in 2018 and 4.5% in 2019. This is an 
upward revision on its previous forecast.

Global economic growth is forecast to remain at 
3.9% for 2018 and 2019, with China and India 
continuing to grow well ahead of other emerging 
and developing markets.

While increased trade is likely to benefit container 
carriers, there are concerns the action of US 
retailers and e-commerce outlets in managing their 
inventories will lead to a temporary slowdown on 
the eastbound transpacific trades.

“From a demand-growth perspective, the 
transpacific eastbound trade has shown continued 
strengthening for several years,” SeaIntel said. “The 
question is, however, to which degree this increasing 
growth rate is supported by a fundamental demand 
growth in the US.”

During the financial crisis, retailers drastically 
reduced inventories, but since then they have 
allowed them to rise again. Consumer demand for 
rapid delivery has also encouraged retailers to 
maintain high stock levels.

But increasing supply chain efficiency has now left 
stocks higher than necessary, and if US retailers 
start drawing down on inventories, container 
demand is likely to suffer.

“While an inventory correction would likely be a 
short-term impact, demand could completely dry up 
if the current US-China tariffs spat turns into an 
all-out trade war, which could then lead to a long-
term recession,” SeaIntel said. “Add to that the 
continual risks of war, oil price fluctuations, and 
economic bubbles, and there are plenty of clouds to 
worry about.”

But the biggest risk remains overcapacity, it adds.

“Carriers themselves [could] frustrate a recovery by 
extending the current over-capacity crisis 
indefinitely, through continued orders for new 
mega-vessels,” SeaIntel said. “As we have often 
stressed, this does not (necessarily) mean that 
carriers are acting irrationally, but rather that it is a 
reflection of the game theoretic interplay of carrier 
market choices, newbuilding prices, and slot cost 
advantages.”

As carriers act in their own self-interest, it adds, 
they will often act against the interest of the 
industry as a whole, “in what is essentially a billion-
dollar game of Prisoners’ Dilemma”.

Nevertheless, there is still scope for balance in the 
sector.

“Should we reach a point of balance in supply and 
demand, considering all the risks, there is ample 
opportunity for liner shipping actually becoming 
quite profitable, and the ongoing consolidation over 
the past couple of years will increase the chances of 
a potential recovery being sustainable,” SeaIntel 
said.

It said if the carriers still standing can manage the 
risks while not being tempted by the low 
newbuilding prices, “major rewards may be just a 
few years away”.

MARKETS

Box carrier profitability on the horizon

IN OTHER NEWS
Subsea 7 makes $2bn hostile bid for 
McDermott
SUBSEA 7, the Oslo-listed 

offshore oil engineering services 
provider, has said it has made an 
unsolicited $2bn bid to acquire 

New York-listed rival McDermott.
Subsea proposed on April 17 to 
buy the entire McDermott issued 
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share capital, offering to pay $7 
per McDermott common share 
either fully in cash or by providing 
up to 50% of the price via Subsea 
stock and the remainder in cash.

Subsea said McDermott’s board 
rejected its offer on April 20. It 
said the US company could 
receive a higher bid if it agreed to 
talks.

SSA and Ports America linked to 
OOIL’s Long Beach terminal sale
SSA Marine and Ports America 
Group could be two potential 
buyers of the Long Beach 
Container Terminal, if China 
Cosco Shipping Group opts to 
divest the asset from its 
acquisition of Orient Overseas 
(International) Ltd, according to 
Alphaliner executive consultant 
Tan Hua Joo.

The move will make sense as the 
two are Cosco’s partners in their 
existing US west coast terminals 
at Pacific Container Terminals in 
Long Beachvand West Basin 
Container Terminal in Los 
Angeles respectively.

Cosco and SSA have a 51%-49% 
joint venture in PCT, while Ports 
America has a partnership with 
Cosco and Yang Ming at WBCT.

Hapag-Lloyd to cut CO2 intensity 
levels by 20% by 2020
HAPAG-LLOYD is going ahead 
with a self-imposed mandate to 
curb the intensity of its CO2 
emissions, as the shipping 
industry is forced into a 
decarbonisation programme 
coerced by a growing global 
regulatory framework.

Having published its first-ever 
report on sustainability this 
weekend, the container carrier 
has announced plans to slash its 
CO2 emissions per teu-km by 
20% by 2020 compared with 
2016.

Hapag-Lloyd, which merged with 
the United Arab Shipping 
Company in May 2017 to form the 
fifth-largest container shipping 
line, has already cut down its 
emissions by 46% between 2007 
and 2016.

Singapore targets talent to operate 
next generation of ships
THE Maritime and Port Authority 
of Singapore has signed a 
Memorandum of Understanding 
with key industry bodies to 
pinpoint and develop skills for 
the future as shipping undergoes 
a transformation amid 
digitalisation.

The MoU with the Singapore 
Shipping Association, Singapore 
Maritime Employers’ Federation, 
Singapore Maritime Officers’ 
Union and Singapore 
Organisation of Seamen will 
focus on identifying new skills 
required to operate the next 
generation of ships.

It also aims to enhance the 
current training syllabus and 
develop the city state as a 
maritime training hub.

Port of Piraeus at centre of tax fraud 
probe
PIRAEUS, Greece’s largest port, is 
at the centre of an investigation 
by the European Union and Italian 
authorities in connection with an 
alleged tax fraud by operated by 
Chinese criminal gangs.

Fabio Botto, of the Italian Central 
Anti-fraud Office’s special 
investigative unit, said his agency 
had evidence that Chinese-
owned firms run by criminal 
groups were fraudulently 
avoiding import duties and VAT 
on large shipments of goods 
through Piraeus.

The groups import goods, often 
counterfeit clothing and footwear, 
and understate their value to EU 

customs to avoid import duties, 
according to Mr Botto. They also 
lie about the firms that receive 
the goods, enabling them to 
avoid VAT.

General cargo vessel attacked off 
Nigeria
NETHERLANDS-based 
shipmanager ForestWave has 
confirmed that 12 seafarers have 
been abducted from its general 
cargo vessel FWN Rapide during 
an attack by pirates off the coast 
of Nigeria near Port Harcourt on 
Saturday.

“ForestWave regrets to confirm 
that following an attack by 
pirates in the early hours of 
Saturday April 21 off the coast of 
Nigeria, a total of 12 crew 
members have been taken from 
its general cargo vessel FWN 
Rapide,” ForestWave said in a 
statement. “Two of the remaining 
seafarers are safe and unhurt. 
FWN Rapide has meanwhile been 
moved to a safe position.”

Data from Lloyd’s List 
Intelligence casualty service 
indicates the 2005-built, 7,767 gt 
FWN Rapide, which was en route 
from Takoradi, Ghana to Onne, 
Nigeria, was reported missing 
after it failed to arrive at the 
Bonny Island reception buoy as 
scheduled on Saturday. The 
vessel could not be contacted 
and the Nigerian Navy was 
alerted.

Gas leak on Cosco bulker leaves two 
dead
TWO crew members have died 
and a third is in a critical 
condition following a suspected 
gas leak on board a Cosco Bulk 
Shipping vessel in India.

The incident happened on board 
the 2017-built, 63,261 dwt Feng 
Hui Hai on April 22 off the port of 
Navlakhi, Lloyd’s List Intelligence 
cited a correspondent saying.
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The vessel was approaching the 
Navlakhi outer anchorage to 
discharge coal cargo from 
Indonesia when port officials 
received a request from the 
vessel’s master for medical 
assistance to four injured crew 
members.

Hutchison Ports’ safety record in the 
spotlight after Port Botany incident
THE International Transport 
Workers’ Federation has called 
on Hutchison Ports to address an 
alleged “pattern of serious health 
and safety incidents” across the 
company’s global operations.

It follows an incident in Australia 
that left a female worker at the 
Port Botany terminal in a critical 
condition. The 55-year-old 
woman remains in an induced 
coma in hospital after 
undergoing emergency surgery 
at a Sydney hospital following a 
fall from the cabin of a shuttle 

carrier in a collision. The ITF’s 
Executive Board met in London 
last week and passed a 
resolution “strongly urging 
Hutchison Ports to address a 
pattern of serious health and 
safety incidents across their 
global operations”.

Scorpio Bulkers off target in first 
quarter
SCORPIO Bulkers has posted a 
wider-than-expected loss for the 
first quarter of 2018, primarily 
owing to higher general and 
administrative expenses.

The company reported a net 
loss of $5.8m for the first quarter 
of 2018, compared with a net 
loss of $16.4m — excluding 
special items — for the first 
quarter of 2017. Its net loss per 
share was $0.08, compared with 
analysts’ consensus 
expectations of $0.04.
Total vessel revenues for the 

quarter were $54.3m, compared 
with $34.7m in the year-earlier 
period, the company said in a 
statement. Revenues were driven 
by high levels of demand for coal 
and grains, it said.

Rolls-Royce to upgrade diesel ships 
to hybrid gas power
HURTIGRUTEN, the Norwegian 
cruise operator, has signed a 
Letter of Intent with Rolls-Royce 
Marine for a major environmental 
upgrade programme to hybrid 
power.

The main engines on up to nine 
cruise ships will switch from 
diesel to gas power, Rolls-Royce 
said in a statement.

The upgrade, which will also 
include installation of a hybrid 
battery system, will enable the 
former diesel-powered ships to 
reduce CO2 emissions by at least 
25%.

For classified notices please view the next page.
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