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Daily Briefing
Leading maritime commerce since 1734

Wednesday August 22, 2018

Hafnia Tankers confirms 
BW merger talks

HAFNIA TANKERS HAS confirmed its merger discussions with BW 
Tankers to create one of the world’s largest product tanker owners.

In its quarterly report, the Danish owner said: “Hafnia is exploring the 
possibility of consolidation with BW Tankers, a company owned by BW 
Group, one of our shareholders.”

The statement has come after BW Group acquired an extra 36.3% stake 
in Hafnia, most it from a venture between Blackstone-managed funds, 
Tufton Oceanic and Hartmann, raising its shareholding to 43.5% in July.

The acquisition fuelled speculation about a possible consolidation, with 
BW Group chief executive Carsten Mortensen stating further 
integration of the BW and Hafnia fleet would be on the cards.

According to Clarksons data, a merged fleet would include 88 product 
tankers totalling 5.4m dwt, most of which are long range one vessels or 
smaller. In terms of carrying capacity, it would be only second to 
Scorpio Tankers.

Hafnia, whose shares are listed on the Norwegian over-the-counter 
exchange, valued its fleet at approximately $1bn as of end-June. Vessels 
Value estimated the value of BW Tanker fleet at nearly $1.3bn as of 
Tuesday, when newbuilding orders were taken into consideration.

Amid general market weakness, Hafnia slipped into a net loss of $7.8m 
during the first half of this year compared with the year-ago profit of 
$1.5m. Revenue fell to $94.9m from $98.2m.

The company’s LR1 fleet recorded daily gross earnings of $12,475 per 
vessel, MR fleet recorded $14,000 and SR fleet $12,200.
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In the first half of 2017, the Hafnia LR1 fleet 
achieved daily gross earnings of $14,650 per vessel, 
MR fleet recorded $14,700 and SR fleet $13,175.

“Short-term demand has so far in 2018 not been able 
to fully keep pace with the last few years’ fleet 
expansion,” Hafnia said in its report.

“But as oil product stocks worldwide have come 
down to a five-year average and even below, we 
foresee a stronger year end 2018 coming in to 2019 
as trading will increase, also on the back of high 
refinery utilisation.”

Singamas chairman says container 
buyers cautious on new orders
LINER shipping carriers and leasing companies are 
exercising extra caution when placing orders for new 
boxes amid the trade conflicts that are denting 
market sentiment, according to a major container 
manufacturer.

“Some clients are holding back orders,” Teo Siong 
Seng, chairman of Hong Kong-listed Singamas 
Container Holdings, told a press conference on 
Tuesday.

Mr Teo said that box buyers were concerned about 
uncertainties in exchange and interest rates as well 
as cargo demand created by the escalating tensions 
between US and its trading partners, like China and 
Turkey.

The Turkey crisis is a case in point. The country’s 
currency tumbled during the past month as 
Washington sanctioned government members in 
Ankara amid an ongoing dispute regarding a 
detained pastor.

Drewry said in a recent report that rates on the Asia-
Mediterranean trade could soon come under strain 
as the economic problems in Turkey — a key trading 
market on the east-west route — starts to weigh on 
demand.

However, Mr Teo said the trade disruptions had no 
impact on his company’s business so far this year 
and expected demand for new containers to remain 
strong backed by a healthy growth in world 
economy.

He argued that even if the US expanded its tariffs on 
Chinese imports, the resulting shift of production 
bases to other countries — especially those in 

Southeast Asia — would actually increase tonne-
mile demand for the carriers.

“As long as US consumption is there the whole 
supply chain will be dragged longer, and I think 
demand for boxes will keep going up,” he said.

His remarks come as Singamas has recorded a spike 
in sales volume for new containers in the first half of 
this year, while its container orders are full until 
September 2018.

In the six months ended on June 30, Singamas sold 
457,610 teu of new boxes, representing a 50.7% jump 
year on year. At the same time, the average selling 
price of a 20 ft dry freight container rose 15.8% to 
$2,203.

That helped the company’s revenue rise by 62.9% to 
$969.2m.

However, costs of raw material and consumables 
jumped 76.2% to $756.2m, mainly because of the 
use of waterborne paint and a sharp rise in the price 
of Corten steel.

“With competition in the market, increased material 
costs were not entirely passed on to customers.” the 
company said in a results report.

Consequently, a net loss of $2.1m was recorded in 
the first half of the year compared with a net profit 
of $16.6m during the same period last year.

Looking forward, Mr Teo estimated the margin of 
his company, which has all its factories in China, to 
improve in the second half as the Chinese currency 
has weakened substantially since June.

WHAT TO WATCH
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UK to set out post-Brexit ‘exporting 
superpower’ plans
THE government will today set out plans to boost 
UK exports to 35% of gross domestic product, by 
increasing trade with the rest of the world in the 
wake of the country leaving the European Union 
next year.

That represents a considerable increase on the 
current level of 30.5%, according to World Bank 
data.

Such an achievement will make Britain a ‘twenty-
first century exporting superpower’, trade secretary 
Liam Fox is expected to say in a speech in London.

But even if achieved, the outcome would leave 
Britain some way below the 2016 average of 41% for 
all countries worldwide.

However, the extent of the business opportunity this 
represents for shipping and ports is not immediately 
apparent, given the increasing salience of the service 
sector in the UK economy in recent decades.

Moreover, many high-value exports — most notably 
pharmaceuticals — are small in physical volume and 
more suited to airfreight.

Exports of goods reached £302bn by value in 2016, 
compared with £245bn by value for services.

The drive was welcomed by the British Ports 
Association, whose chief executive Richard 
Ballantyne said: “The UK is an import-driven 
economy. However, there are real opportunities to 
increase exports to Europe and beyond.

“Ports are vital to trade and it is essential that they 
are given the right economic and regulatory 
conditions to grow and develop to make trading 
easier and more efficient. Ports want to play their 
role in supporting the government achieve its export 
targets and ambitions.”

A spokesman for the Chamber of Shipping added: 
“Liam Fox is right to be ambitious. We should want 
to see ships leave UK ports as full as when they 
arrived.

“While Brexit presents genuine threats and 
challenges, there are real opportunities for UK plc 
out there, and the business community should be 
doing all it can to maximise them.”

Global box growth brakes sharply 
in second quarter
GROWTH in container volumes slowed in the 
second quarter of 2018, as a strong showing from 
the transpacific and transatlantic trades was unable 
to offset weak performances elsewhere, including 
most notably Asia-Europe.

The latest figures published by Container Trades 
Statistics shows that global box numbers were up 
2.3% to 42m teu in the second quarter of the year. 
This compares with growth of 4.2% in the first 
quarter, when carriers shifted 40.3m teu, according 
to CTS.

Volume growth for the first half of 2018 was 
recorded at 3.2% on last year, climbing from 79.8m 
teu to 82.3m teu.

However, growth was largely fragmented and, in 
some cases, lacking altogether.

Having achieved a relatively sprightly 3.7% growth 
in the first three months of the year, Asia-Europe 
traffic fell 0.9% to 4.1m teu in the second quarter, 
highlighting the reason why carriers struggled to 
raise freight rates during the period.

The weak second quarter performance for Asia-Europe 
resulted in only moderate half-year growth of 1.2%, a 
trend that analysts Drewry put down to softening 
demand from the trade’s two largest inbound markets, 
the UK and Germany, which account for approximately 
two-fifths of westbound cargo.

“Retail sales in Germany remain sluggish despite 
more optimistic consumer confidence surveys, while 
in the UK despite an improved outlook for wage 
growth and employment, consumer confidence 
appears to be stuck in the doldrums,” the analysts 
said in a recent trade report.

ANALYSIS
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“A lack of clarity as to what Brexit will really mean 
for the nation’s economic health, coupled with a rise 
in petrol prices, has prompted British households to 
take a more cautious approach to borrowing and 
spending,” added Drewry.

Volumes on the Asia-North America trade climbed 
to nearly 5m teu in the three months ending June 
30, representing a rise of approximately 3.8% 
against last year, according to CTS figures. This 
followed a rather disappointing 0.8% increase in 
transpacific trade in the first quarter and helped to 
ensure half-year growth came in at a much more 
respectable 2.4%.

US booms
The US economy may be booming right now, but 
there are major concerns over the so-called ‘Trump 
tariffs’ on Chinese cargoes that will put the brakes 
on transpacific growth through to the end of 2018, 
let alone next year when the full extent of cargo 
levies will be felt.

Indeed, latest volume counts at major ports on the 
US west coast point to what could be a difficult few 
months ahead.

In Long Beach, volumes in July dropped 4.4%. The 
Californian port’s officials are fearful that escalating 
tariffs may slow trade activity further for the 
remainder of 2018, scuppering what has thus far 
been the port’s busiest trade year in its 107-year 
history.

Further north in Oakland, container volumes rose 
last month by 3.6%, but this was largely driven by 
empties shipped back to Asia. More telling was how 
imports fell 0.6% and exports slumped 7.3% against 
the corresponding month of last year.

There were, though, strong performances in Los 
Angeles and by the Seaport Alliance, or Seattle and 
Tacoma, where until now volumes have disappointed 
in 2018.

Los Angeles recorded its busiest-ever July last 
month as volumes increased 4.6% on 2017, while the 
Seaport Alliance saw traffic surge by close to 11%, 
including an 18.3% jump in imports.

Even so, year-to-date volumes in Los Angeles and at 
the Seaport Alliance through the first seven months 
of the year are still down 2.6% and 0.8% 
respectively.

Commenting on July’s upswing traffic, while overall 
positive, the Seaport Alliance said that the 
turnaround in fortunes could well be shippers 
looking to bring in cargo before planned tariffs come 
into effect.

Throughput growth
Meanwhile, on the US east coast July also proved to 
be more than fruitful. Virginia’s volumes increased 
7%, as Charleston and Savannah too recorded 
throughput double-digit throughput growth.

US ports on the eastern seaboard and the Gulf have 
been boosted by thriving transatlantic trade, buoyed 
by the intensifying Sino-US trade war and strong 
sentiment among US consumers.

The latest CTS figures reveal that transatlantic 
volumes accelerated at breakneck speed through the 
second quarter. Westbound and eastbound traffic 
grew 8.1% and 10.9% respectively in the three 
months ending June 30 compared with last year.

The strong second quarter performance put volume 
growth at the halfway stage of 2018 on the 
westbound trade, or Europe-North America, at 
6.6%, and at 7.5% on the eastbound North America-
Europe trade.

With the US and Europe seemingly having averted a 
trade war and instead agreeing to work towards 
lower tariffs to drive continental trade, transatlantic 
traders will be hopeful of an equally strong finish to 
the year.

IN OTHER NEWS
ConocoPhillips ends dispute with 
Venezuela’s state-owned energy 
company
US ENERGY giant ConocoPhillips 
has ended a dispute with 
Venezuela’s state-owned oil 
company in a $2bn settlement, 
potentially paving the way for a 
resumption of exports from 
facilities in the Caribbean.

ConocoPhillips said that PDVSA 
has agreed to make initial 
payments of about $500m within 
90 days, with the balance spread 
across coming quarters.

The $2bn settlement is the full 
amount awarded to 
ConocoPhillips by an arbitral 
tribunal in April and relates to the 

“unlawful expropriation of 
ConocoPhillips’ investments in 
the Hamaca and Petrozuata 
heavy crude oil projects in 
Venezuela in 2007,” it said.

Maersk trials Arctic Sea route
MAERSK Line is trialling a 
northern sea route voyage from 
Vladivostok via the top of Russia 
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using one of its 3,600 teu ice-
class container ships.

The 2018-built Venta Maersk is 
due to sail from Vladivostok to St 
Petersburg this week, according 
to a report in the Financial Times.

The Arctic Sea route can reduce 
transit times from northern Asia 
to northern Europe by up to two 
weeks, but the complications of 
the ice transit through Russian 
waters, which require icebreaker 
escorts, mean it has not been 
commercially viable except for 
occasional non-containerised 
cargoes. Most voyages through 
the region have been in support 
of Arctic drilling operations.

Wärtsilä invests $230m in Finnish 
tech hub
WÄRTSILÄ has announced it will 
invest €200m ($230.4m) into a 
new research, development and 
production facility in Finland, 
which is envisaged as a centre 
that connects different industry 
stakeholders to help deliver 
improved products.

The new Smart Technology Hub, 
as the Finnish manufacturer 
labelled it, will be based in Vaasa 
and due to open by 2020, housing 
its current operations in Vaasa as 
well as its maintenance workshop 
operations from Runsor.

Wärtsilä wants the hub to host 
more than only its own staff and 
to bring in experts from other 
sectors in the marine and energy 
industries to collaborate.

Noble’s founder declines executive 
director role in restructured firm
RICHARD Samuel Elman, 
founder of commodity trader 
Noble Group, will not take up 
the previously announced 
position as an executive director 
in the restructured company, 
according to a statement from 
the Singapore Exchange.

“Mr Elman has decided for 
personal reasons he will not be 
taking up the appointment as 
executive director of New Noble 
as previously envisaged,” Noble 
said.

“Further details of the 
members of the board of New 
Noble, once identified and 
finalised, will be announced prior 
to the restructuring effective 
date.”

Idan Ofer agrees Pacific Drilling 
restructuring plan
IDAN Ofer’s Quantum Pacific has 
agreed to restructure Pacific 
Drilling based on a new proposal 
made by an ad hoc group of 
bondholders.

The agreement between Pacific 
Drilling’s majority shareholder 
and its creditors follows more 
than a year of negotiations, 
during which the two camps had 
come up with rival proposals to 
recapitalise the New York-listed, 
deepsea drilling company.

The new plan looks to raise 
$1.5bn of new capital comprised 
of $1bn in a combination of first 
and second lien secured notes 
and $500m of equity.

GasLog orders two LNG carriers 
backed by Cheniere charters
NEW YORK-listed GasLog has 
ordered two 174,000 cu m 
liquefied gas carriers from 
Samsung Heavy Industries on 
the back of long-term charters 
with Cheniere Energy.

GasLog announced the two, 
seven-year charter agreements 
as well as the newbuilding orders 
on Monday, the same day as SHI 
disclosed that it had won a pair 
of LNG carriers from a North 
American owner for about 
$365m.

The Peter G Livanos-led 
company said the delivery was 
scheduled in late 2020, which is 
in line with SHI’s description of 
December 2020.

For classified notices please view the next page.
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