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Daily Briefing
Leading maritime commerce since 1734

Thursday August 16, 2018

US crude discharges in China 
despite tariff threats

CHINA WILL CONTINUE importing US crude this month and likely 
next, vessel-tracking data shows, despite persistent market worries the 
booming trade may soon disappear even though Beijing has backed 
down in its stand-off with the US and removed crude from its tariff list.

According to Lloyd’s List Intelligence, the Bahri-owned very large 
crude carrier Farhah, which loaded US crude in the Galveston 
lightering area in early June, completed its discharge operation at the 
Chinese terminal of Huangdao on August 10.

Libra Voyager, a VLCC that finished loading US crude in Galveston on 
August 1, is destined to discharge the cargo in China on September 20.

The shipments came amid persistent market concerns that China could 
halt imports of US crude altogether, after Unipec, the world’s largest 
tanker charterer in tonnage terms, reportedly stopped purchasing 
American crude over fears extra tariffs would be drawn up.

Although the trade tension between China and US has not dissipated, 
Beijing has caved in and removed crude from a list of US goods facing 
additional 25% tariffs in a list that was announced in June.

“China’s relatively modern state-owned refineries are tuned to run a 
large variety of crudes as opposed other large refinery centres globally. 
US’ very light shale crude qualities, offered at a discount to Brent, 
suites them well,” Frontline Management director and chief executive 
Robert Macleod told Lloyd’s List.

“Not to speculate in politics, but tactically China leaves the ‘door open’ 
by leaving crude oil out of the tariff discussion and, as a net importer 
of large quantities of crude, this serves them well.”
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According to LLI Apex data, the weekly average 
Chinese imports of US crude amounted to 283,000 
barrels per day in the week to August 5, which is the 
same as the level seen in the previous two weeks. 
That was lower than the year-to-date average of 
312,000 bpd for the world’s largest importing nation 
of seaborne US crude, but far from a complete halt.

Looking further ahead, brokers’ fixtures show that 
some vessels are booked to load US crude later this 
month with options to discharge in China or other 
Asian locations, suggesting that charterers are 
seeking flexibility in case of any future tariff threats.

Of these, a 2018-built VLCC is reported to have been 
fixed to lift from the US Gulf during August 28-30 
for discharging in India for $3m, Singapore for 
$3.6m or China for $4.6m.

“I am wondering if they [Chinese importers] will buy 
more now since US crude is not on the tariff list,” 

said a London-based analyst, who did not want to be 
named.

Some tanker owners have stated that a diminishing 
US-China crude trade might not necessarily be 
negative for freight earnings, because China is likely 
to import more from other Atlantic barrels and the 
US can sell more to other Asian countries such as 
India and South Korea.

However, Banchero Costa’s head of research Ralph 
Leszczynski painted a more bearish scenario for 
tanker markets. In a worst-case scenario, China 
would import more from Russia and Iran, which 
would mean the US would have trouble finding 
alternative buyers.

“If the doors of China shut down, it will be very 
difficult for the US exporters to find an alternative 
market, as Europe, Japan and South Korea are 
already quite saturated,” Mr Leszczynski said.

Atlantic panamax rates shrug off Trump’s 
trade war
THE intensifying tariff war initiated by US president 
Donald Trump has so far had little effect on the 
Atlantic panamax market, with rates buoyed by tight 
vessel supply and high demand.

China and the US, the world’s two biggest economies, 
have been embroiled in a trade war since March. 
Products involved include commodities such as steel 
and aluminium as well as soyabeans and coal.

Although dry bulk market participants are expected 
to see a shift in trade flows rather than an outright 
drop in volumes as a result of the tussle, a degree of 
uncertainty may creep into the market that may lead 
to negative sentiment further down the line.

For now, though, rates are buoyant.

“Overall, grains have been supported this year as a 
drop in soyabeans trade to China has been more 
than offset by increased shipments — soyabean, 
wheat and coarse grains — to Vietnam and South 
Korea in the East, and Egypt and the Netherlands 
across the Atlantic,” said Maritime Strategies 
International’s lead analyst Will Fray.

Coupled with that, higher coal volumes were being 
shipped to India, he said, adding that the 

“unexpectedly strong demand” overall squeezed 
vessel supply in the Atlantic.

Coal exports from the US to China dropped to 2.4m 
tonnes in January to June this year from 3.3m 
tonnes over the same period a year earlier, even 
before coal is officially put on the list of tariffs that 
will take effect from August 23. That is 5% of the 
total compared with a share of 7.5% last year. At the 
same time, shipments to India rose to 9.7m tonnes 
in the first half, or 20% of the total, from 6.9m 
tonnes, or 16% of the total a year earlier, MSI figures 
showed.

Meanwhile, petroleum coke shipments to China 
from the US have increased slightly to 2.3m tonnes 
in the first half from 2.1m tonnes a year earlier, 
while Indian uptake has dropped to 1.8m tonnes 
from 3.6m tonnes as a result of domestic policy to 
cut consumption, MSI noted.

Petcoke, used in electricity generation and cement 
production, will also be subject to tariffs from 
August 23.

According to Clarksons, the US Gulf to China single 
voyage was assessed at $17,809 per day in the week 
to August 10 compared with $18,578 in the previous 
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seven days. The average so far in 2018 has been 
$18,533 per day, versus $15,266 per day in 2017 and 
$8,823 per day in 2016.

So far in 2018, the trip charter transatlantic round 
voyage has averaged $11,028 per day from $9,999 
per day in 2017 and $6,151 per day in 2016, 
Clarksons data showed.

China’s total coal imports, including some landborne 
volumes, rose 49% in July versus a year earlier to 29m 

tonnes, a four and a half year high, Clarksons said in a 
note. The higher imports have been driven by “high 
temperatures and soaring demand for electricity, as 
well as an apparent increase in coking coal imports to 
support rising blast furnace utilisation”.

China’s soyabean imports meanwhile fell 8% in July 
to 8m tonnes from June, as a result of the 25% tariff 
on US-origin beans, Clarksons said. Imports in 
January-July stood at 52.9m tonnes, down 4% year 
on year.

Currency turmoil points to summer of 
uncertainty for industry
CURRENCY volatility of the type seen in Turkey 
seemingly points to a summer of uncertainty for the 
shipping industry, with one law firm now openly 
warning that marine insurance will be among the 
ways in which the effect of foreign exchange turmoil 
will be felt.

There are even fears that the ups and downs 
experienced by the Turkish lira could rapidly spread 
to other emerging market economies in a manner 
last seen in the Asian financial crisis of 1997.

Argentina saw the peso fall to an all-time low of 
30.72 against the dollar on Monday, forcing the 
government into renewed austerity measures in a 
bid to stave off a crisis. Overnight on Monday the 
central bank increased its benchmark interest rate 
to 45%.

Meanwhile, Venezuela is now in the grip of 
hyperinflation, which some economists believe could 
now hit a staggering 1,000,000%. That compares 
with the relatively benign level of a mere 13,000% 
predicted by the International Monetary Fund at the 
start of this year.

Bond yields have risen in several eurozone sovereign 
debt markets, with Italy leading the way on the back 
of investor concern about the spending plans of its 
ruling populist coalition.

Top Turkish shipowners — including Robert 
Yildirim in an interview with Lloyd’s List yesterday 
— have insisted that the dollar-denominated nature 
of international shipping provides a natural layer of 
insulation from any forex turmoil.

There is no reason why shipowners in that country 
cannot weather the situation as well as their Greek 
counterparts handled the protracted Greek debt 
crisis from 2009 onwards.

By contrast, construction, real estate, retail and 
energy will likely suffer from any protracted lira 
weakness, which will also hit the banks that lend to 
them. While some companies will have currency 
hedging measures in places, others inevitably will not.

Jonathan Bruce, an insurance and reinsurance 
partner at law firm Holman Fenwick Willan, pointed 
out that complications can occur, particularly where 
a policy is in a sharply dropping local currency and 
reinsurance in US dollars.

“There can be disputes about valuation and measure 
of loss. We have seen these in Venezuela, for example, 
where there is a steep drop in the currency on or 
around the same date as the date of loss,” he said.

Countries with volatile devaluing currencies often 
introduce monetary correction, typically by the 
indexation on local court awards to compensate for 
devaluation, Mr Bruce continued.

“This can have the effect of significantly inflating 
claims over time in dollar terms. We have seen this 
in recent claims in Brazil, for example.

“Cargo claims usually end up being paid by P&I, 
against whom subrogated claims are brought by 
cargo insurers. Hence shipowners will end up having 
to deal with these issues when they come full circle.”

Turkey’s woes have been proximately caused by the 
US decision to impose sanctions on it, in an ongoing 
dispute over an evangelical pastor imprison by the 
Erdogan administration.

But in common with many similarly positioned 
economies, Turkey has borrowed heavily in US 
dollars at a time when the Fed was keeping rates as 
low as possible, thereby fuelling credit-driven 
growth.
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What is more, currency depreciation could have an 
inflationary effect in a country in which inflation 
already stands at 15%.

The fear is now that rising interest rates and a 
strengthening greenback could derail Mr Erdogan’s 
economic strategy, in a country still coming to terms 
with an apparent coup attempt as recently as 2016.

OPINION

Why there are Three Elements 
to maritime efficiency
THE SMM event at Hamburg Messe next month is 
Europe’s — and possibly the world’s — maritime 
technology show. Attendees are invited to put to one 
side anything that doesn’t directly or indirectly 
impinge on propulsion systems, connectivity 
solutions, and fuel alternatives.

Lloyd’s List is leveraging this tech expertise to host a 
Business Briefing at which we explore the 
relationship between technology, regulations, and 
the human element.

Expert speakers Frank Coles from Wärtsilä 
Voyage Solutions, Andreas Chrysostomou from 
Tototheo Maritime, and leadership training 
consultant Chris Wincott begin by discussing the 
contribution their own disciplines can make to 
increased maritime efficiency. Then they explore the 
interaction between the disciplines that drive 
significant change.

How has the technology on show at SMM been 
designed with the human element in mind? How have 
the many strands of maritime regulation about to 
wash over shipping taken into consideration current 
and future technology? What skills will future 
seafarers and operations teams onshore need to have 
if they are to work with next-generation technology to 
comply with tomorrow’s regulatory environment?

This Three Elements of Efficiency briefing will run 
on the afternoon of Thursday, September 6 in the 
Messe’s Marseille Room. It will be moderated by 
Lloyd’s List Chief Correspondent Richard Clayton, 
with Mwani Qatar as Headline Sponsor. More 
details can be found here and you can register here.

The Lloyd’s List Three Elements briefing puts 
maritime technology alongside Regulation and the 
Human Element and finds that none of the 
disciplines has all the answers.

IN OTHER NEWS
Yang Ming unveils feedership 
orders
YANG MING Marine Transport 
says it has ordered 10 2,800 teu 
ships at compatriot shipyard 
CSBC Corp, as part of its fleet 
renewal plan. The price is $35m-
$45m per ship, an exchange filing 
says. Delivery is scheduled for 
between the second quarters of 
2020 and 2021.

Brokers earlier reported that the 
deal also included a pair of 
options, each with two additional 
units, and all ordered vessels 
would be able to be fitted with 
scrubbers at a later date. A Yang 
Ming spokesperson declined to 
comment.

The Taiwanese carrier said the 10 
ships, to be deployed in intra-
Asia trade, would be compliant 
with the new international 
environmental regulations, 
including the 2020 sulphur cap 
and the Ballast Water 
Management Convention. The 
vessels would also be equipped 
with a series of advanced 
designs and technologies.

The ordering comes after Yang 
Ming’s fellow carrier Evergreen 
Marine said earlier this week that it 
planned to charter in 36 feeder 
boxships — two dozen of 1,800 teu 
and 14 units of 2,500 teu — to meet 
its future operational demand, 
without giving more details.

Norden results weighed down by 
tankers
DANISH dry bulk and tanker 
owner Norden posted an 
adjusted profit of $3.5m in the 
second quarter from a loss of 
$3.3m a year earlier.

The results were boosted by a 
good performance from its two 
dry bulk units, but the weakness 
in the tanker market weighed on 
results.

The company’s dry operator 
division made $8m, while the dry 
owner unit generated adjusted 
profits of $3m, the Copenhagen-
based company said in a 
statement.
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“Dry operator had a great result 
of $23m for the 12 months since 
its inception and exceeded 
expectations,” chief executive 
Jan Rindbo said in an interview. 
“It’s a business with no assets 
and so the return is even better.”

The tankers unit, though, made a 
loss of $8m versus a profit of 
$3m a year earlier. The tanker 
market was described as the 
most challenging in a decade, 
with no significant improvement 
expected this year.

Thoresen Thai boosted by improving 
market
THORESEN Shipping Group, a 
subsidiary of Thoresen Thai 
Agencies, has posted a net profit 
of Baht270m ($8.1m) for the 
second quarter of 2018, which is 
a rise from Baht95m in the 
year-earlier period and its 
highest in the past eight years.

Freight revenue increased 49% 
year on year to Baht1.41bn 
because of significant 
improvement in freight rates and 
higher demand.

The Thailand-based shipowner 
said its fleet outperformed the 
adjusted market time charter 
average Baltic Supramax Index 
and earned a daily time charter 
equivalent of $11,993 per day, up 
14% over the market rate.

Thoresen said it expected the dry 
bulk market to improve further 
owing to limited bulk carrier fleet 
growth and continued growth for 
dry bulk trade, especially iron ore 
and minor bulk trade.

Meanwhile, Thoresen Thai 
Agencies, the company’s 
Bangkok-listed parent, which 
also owns offshore, coal mining 
and infrastructure subsidiaries, 
posted lower net profits of 
Baht94.2m in the same period 
compared with a year-ago profit 
of Baht215m.

Kenya seeks to bring shipping line 
back from the dead
THE government of Kenya has 
approved plans to revive the 
dormant state-owned Kenya 
National Shipping Line, according 
to reports from the country’s 
press.

The plan was first announced 
last year, but the cabinet has now 
ratified the idea, in an effort to 
have a state-owned carrier 
shipping government cargoes 
and also vying for private sector 
volumes.

The government plans to buy out 
the three international 
shareholders in KNSL, which 
include Mediterranean Shipping 
Co. KNSL’s last known service 
was a weekly service from 
Felixstowe to Kenya taking slots 
on MSC vessels.

According to KNSL’s website, the 
company was formed in 1989. At 
the time, shareholders included 
Kenya’s government, through the 
Kenya Ports Authority, together 
with two foreign investors, DEG 
and Unimar. In 1997 the 
company’s shareholding was 
reorganised to bring MSC in as a 
strategic partner.

Turner set to replace Berg as IUMI 
president
RSA global marine director 
Richard Turner has been 
nominated to replace Dieter Berg 
of Munich Re as president of the 
International Union of Marine 
Insurance for a four-year term.

An election for the position 
— which is unlikely to be 
contested — will be held at the 
organisation’s annual conference 
in Cape Town next month.

An industry veteran of 35 years’ 
standing, Mr Turner has largely 
specialised in marine, working as 
a hull underwriter from 1989 to 
2001. He went on to run RSA’s 

London market marine operation 
from 2002 to 2009, before 
becoming Europe Marine leader

In 2010, he was promoted to 
become leader of RSA’s global 
marine business, with 30 
operations throughout Europe, 
Asia and Latin America, a role 
which he held until last year. He 
is now managing director of 
RSA’s global speciality business 
in Europe.

On September 1, he will be 
appointed as chief executive of 
RSA’s newly created post-Brexit 
unit in Luxembourg, but will 
continue to oversee marine units 
in nine countries throughout 
Europe and in Dubai.

Hapag-Lloyd adds quote tool to 
digital service line-up
GERMAN container line Hapag-
Lloyd wants to speed up its 
booking system and provide 
better price transparency through 
a new online booking system that 
it says will give instant quotes for 
box shipments.

The line’s Quick Quotes system 
will generate instant online 
quotations for container 
shipments and provide detailed 
pricing data. Customers can get 
binding quotations based on port 
pairs and shipment type.

Quick Quotes is integrated into 
Hapag-Lloyd’s online business 
platform so customers can check 
schedules, manage documents 
and track shipments after getting 
a quote and placing a booking for 
a shipment.

The company said it would also 
make the service available on 
mobile devices from September.

Epic Gas reduces losses in second 
quarter
EPIC Gas, one of the largest 
tanker owners in the pressurised 
liquefied petroleum gas shipping 
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segment, has trimmed its deficit 
for the first quarter as freight 
rates improved.

The Oslo Merkur-listed company 
recorded net losses of $2.3m in 
April-June, compared with net 

losses of $5.4m in the same 
period of 2017, according to its 
quarterly report.

Revenue rose 8% to $36.7m. The 
company’s fleet achieved time 
charter equivalent earnings of 

$9,124 per calendar day, 14% 
higher on year.

For the whole of 2018, Epic gas 
has had 64% of its calendar days 
covered at an average daily TCE 
rate of $9,999. 

For classified notices please view the next page.
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