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Tanker players brace for
Sino-US trade war
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THE TRADE DISPUTE involving the US and China has been gradually
spreading into the tanker front, potentially hitting demand and
investment appetite in the long run even as the short-term impact on
freight earnings is not pronounced.

From August 23, China will impose additional 25% tariffs on imports
of US propane, butane and several types of petroleum products as part
of its retaliation measures against Washington’s extra duties on
Chinese imports.

While removing crude from the tariff list at the last minute, Beijing has
threatened to hit liquefied natural gas imports from the US with a 25%
tariff.

The trade barriers have been curbing the US oil and gas exports to
China, putting the once-booming trade in jeopardy.

Riding on increasing shale output, the US energy producers have long
targeted the world’s largest energy consuming nation as an essential
market. The perfect match — which can lead to more longhaul
shipping demand for owners — has seemed to be put temporarily on
hold.

If prolonged or escalated, the trade tension between the world’s two
largest economies could result in slowing demand growth for energy
products and subsequently shipping, some market participants
warned. That cloudy outlook has somehow curbed newbuilding interest
in recent weeks.

“A sustained strain on the trading relationship between the two
countries could result in slower ordering,” Drewry Maritime Research
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director Navin Kumar said. “Many shipowners will
realign their fleet expansion strategy.”

It remains anyone’s guess as to whether any long-
term negative impacts will materialise as US
President Donald Trump continues trying to put his
electoral pledges into effect.

As recently as May, China was just suggesting more
imports of US energy to improve bilateral trade
balance. While the fate of US-China energy trade
will be determined in the trade talks eventually, for
now ship operators can only try to be flexible in
terms of repositioning vessels to best meet demand
from charterers, who have been busy adjusting
supply chains.

“The market is constantly changing, and visibility
into the future is cloudy on a good day. All owners
and operators should be prepared for sudden
changes that may arise,” BIMCO’s chief shipping
analyst Peter Sand said.

Changing LPG cargo flows

So far, China has limited itself to confirming that US
liquefied petroleum gas and refined products would
be hit by tariffs. With the small trade volume of
products between the two countries, the real impact
has been observed in LPG trades.

With expanding capacity of propane hydrogenation,
China has emerged as one of the largest importers of
US LPG, boosting tonne-mile demand for very large
gas carriers.

Still, US Energy Information Administration data
showed China imported 960,000 barrels per day
from the US in the first five months of this year, or
just 7.1% of the total. That means both sides likely
would not have much trouble finding replacement
supply and demand sources, especially given that
Beijing first proposed the tariffs in April, leaving
market participants four months’ time for
preparation.

Dorian LPG and Avance Gas, two of the world’s
largest VLGC owners, have assumed that US barrels
would find home at other Asian destinations, and
initial signs show their prediction is largely correct.
Meanwhile, China is importing more from Middle
East.

Still, when the LPG restocking period in North Asia
concludes later this year, US LPG flows may slow
down. Mr Kumar warned that Chinese imports of
Middle Eastern LPG instead of US mean lower
tonne-mile demand.
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“This trade war between the US and China could
push the [VLGC] market recovery further back,” he
said.

If the US needs to find other buyers in nearby
destinations, the smaller segments may benefit,
though.

“We are very active for the Caribbean, Central
America and East Coast of South America markets.
We may even see increase of LPG from North
America [to those places] if tariffs reduce exports to
China,” said Charles Maltby, chairman of Epic Gas,
which operates pressurised LPG carriers.

Potential setback for US LNG projects
Beijing’s proposed 25% tariff on US LNG could curb
future development of the next wave of export
projects in Texas, Louisiana and Alaska. However, in
the grand scheme of booming LNG trade globally, it
might prove to be a small dent.

With Beijing’s efforts to reduce pollution, China’s
LNG imports are widely expected to continue rapid
expansion in the years to come. Losing access to the
Chinese market would mean less investment
appetite for US greenfield producers such as
Tellurian, Next Decade and LNG Ltd, according to
analysts at Morgan Stanley and Wells Fargo.

However, the existing US-China LNG trade remains
small. As of early August, only 19 of the 172 cargoes
from Sabine Pass and Cove Point went to China,
based on Stifel estimates. This suggests tonne-mile
demand could be lost if the tariff is to go ahead, but
not by much.

The US has been seeking to export more LNG to
Europe, with Washington putting this on the agenda
of bilateral talks. China could well source cargoes
from Qatar, Australia, Russia or other suppliers that
could develop more production projects if the US
greenfield firms are really in trouble.

Both would result in losses of tonne-miles caused by
shorter shipping distances — but likely only to a
small extent, since robust global LNG demand
growth amid growing environmental awareness will
continue to drive seaborne trade requirement.

In a more optimistic scenario for owners,
transhipment demand could even be boosted if US
LNG is shipped to China via a third country. “If
cargoes were to trade hands to avoid tariffs, which
could potentially involve offloads and reloads for
onward transport, there could be further demand
for shipping and provide some buoyancy to freight
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rates,” Gaffney, Cline & Associates’ principal
commercial manager Ryan Pereira said.

Beijing hesitates on crude tariffs

Having proposed imposing a 25% tariff on US crude
imports in June, the Chinese government eventually
removed crude from its final tariff list for $16bn
worth of goods while adding some other items.

Officially, Beijing never stated why, but many
speculated that the move was intended to put
Sinopec — the world’s largest crude importing firm
— in a better business position and allow China
more leverage during the bilateral trade negotiation.

With the ongoing trade war, China’s importers are
reducing their purchases of US crude but not halting
yet.

To maintain operational flexibility, charterers now
often require multiple discharge options including
China and other Asian locations when booking
vessels to lift crude from US Gulf.

China, the world’s largest US crude buyer, imported
around 308,000 bpd year-to-date as of end-August,
according to Lloyd’s List intelligence. This accounted

for roughly 20% of the total US exports and
supported longhaul VLCC demand.

In a bearish scenario for tanker tonne-mile demand,
the US could struggle to find other buyers if the
tariff is going ahead while China purchases more
Russian and Iranian crude, Banchero Costa’s head of
research Ralph Leszczynski said.

That said, most market participants reckon the
tariffs’ overall impact on tanker demand could be
marginal. US crude has been finding more Asian
destinations outside of China lately, while China is
importing other Atlantic barrels.

“Qil tariffs, although bearish for world trade because
it creates barriers of free trade, is not necessarily
negative for tankers,” Frontline Management chief
executive Robert Macleod said. “Oil has a tendency
of pricing itself to attract demand regardless of
politics.

“One could envision, for example, South Korea and
India picking up more imports from US, while
China, to a larger degree, would focus on West
Africa and Europe for incremental supply.”

WHAT TO WATCH

Cargo rollovers cause chaos on transpacific

US IMPORTERS are paying premiums to find open
slots and avoid cargo rollovers on transpacific
services from Asia because of surging demand and a
lack of capacity, according to leading forwarders.

“There are increasing number of container rollovers
on the transpacific,” Paul Tsui, managing director of
Hong Kong-based forwarding and logistics operator
Janel Group, told Lloyd’s List.

“Most of the beneficial cargo owners are having
difficulty getting sufficient space from carriers and
some customers are willing to pay premiums for the
space to resolve the issue. We are talking about $500
to $600 per container as a premium. Most people
have already given rolling advance bookings to
carriers of up to four weeks, but it does not really
help at all.”

After carriers culled capacity on the trade earlier
this year, the transpacific box trade quickly become
a sellers’ market with spot rates edging up
throughout early summer and general rate increases
gaining traction. Drewry’s composite World
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Container Index increased 4% last week to $1,759.86
per 40 ft container, boosted by more transpacific
rate gains.

Spot rates on Shanghai-New York surged $227 to
$3,429 per feu, up 7% compared with a week earlier,
while rates from Shanghai to Los Angeles were up
$45 to $2,196 per feu.

Compared with a year earlier, spot rates on
Shanghai-Los Angeles and Shanghai-New York
services last week were up 33% and 29%.

Freight rate rises

Further freight rate rises are likely in the coming
weeks, according to Flexport. The US-based
forwarder reported that GRIs introduced by lines on
Asia — US east coast services on 15 August had
mostly stuck. Additional GRIs for September 1 have
now been announced.

Flexport also confirmed eastbound headhaul
services from Asia to both the east and west coasts
were now fully booked through early September.
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Sriram Vaithiyanathan, Panalpina’s ocean freight
trade lane manager for Asia-Pacific transpacific
eastbound services to the US and Canada, said
demand for transpacific slots was up “20% to 25%”
compared with a year earlier, while carriers had
made significant cuts to capacity on North American
west coast service loops.

“July and August have seen very high demand in the
transpacific from all countries in Asia in comparison
to a year ago,” he said. “Due to excess demand in the
market, rollovers are a regular phenomenon and we
understand that carriers are building roll pools
cascading multiple weeks.

“On certain strings, even on shipments pre-booked
three weeks prior, we have delays on booking
confirmations from carriers, or they assign
alternative vessels running two weeks later than the
requested sailing dates.

“This is going to be the scenario until we hit lean
season.”

Mr Vaithiyanathan said the China-US trade war,
which has already seen tariffs introduced on
thousands of Chinese imports with more due to
enter force later this year, had added to the cargo
surge by encouraging some US importers to ship
cargo early.

“We have certain customers who are bookings 25%
to 30% higher volumes than projected,” he said.
“They are front-loading cargo to beat the tariff
implementation dates which has a huge exposure on
their bottom line.

“Other customers are moving sourcing from China
to other countries also now. We are noticing new
suppliers coming in.”

With no sign of transpacific demand slackening,
Maersk has added additional capacity on the route to
take advantage of healthy spot rates. Other carriers
are expected to follow, according to Alphaliner.

“The 3,421 teu Matar N has been sent on a trip
covering Yantian, Hong Kong, Busan, Houston,
Miami, Charleston, Savannah, Newark starting on
August 14,” said the analyst in its latest weekly
report. “This will be followed by the 5,078 teu
Dolphin II on August 22 to cover Yantian, Hong
Kong, Ningbo, Shanghai, Los Angeles, Seattle,
Vancouver.

“More extra loaders are expected to be announced in
the coming weeks by several carriers, encouraged by
both the higher freight rates as well as to ensure
service recovery after recent weather delays at
Chinese ports disrupted carriers’ schedules.”

OPINION

Moral exhortation will not bring about
a British export Wirtschaftswunder

As in football, so in export rankings. Germany is
very much the team to beat, regularly clocking up
the largest current account surplus of any economy
on the planet.

In 2016, it exported an estimated $1.3trn in 2016,
well over three times the paltry $411bn Britain
managed that year.

Things did not get that way by accident. Ever since
the country rebuilt itself after the Second World War
— in a situation where the words ‘from the ashes’
were a truism rather than a cliche — it has
outsmarted Britain by adopting the rocket science
formula of making stuff that the rest of the world
actually wants to buy.

Many have been critical of the tactics used to
achieve this economic miracle. Some on the political
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right privately consider the eurozone basically one
vast protection racket for German benefit.

But the point is, Germany’s standing is the outcome
of a 70-year considered strategy, with considerable
effort bent to that specific end.

Even by the standards of the government’s routine,
slowest-news-week-of-the-year propaganda stunts,
Liam Fox’s declaration that post-Brexit Britain is set
to become a ‘21st century export superpower’ seems
more than a little fanciful.

Moral exhortation for UK exporters to overtake their
counterparts on the other side of the North Sea is all
very well.

But in an economy plagued by decades of
underinvestment in infrastructure and productivity
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well below its continental rivals, no British trade
secretary can bring about a domestic
Wirtschaftswunder (economic miracle) by decree.

Moreover, Mr Fox has chosen as his yardstick
exports as a percentage of gross domestic product.
On this measure, Britain is on only 30.5%, and has a
long way to go before it hits the international average
of 41%, let alone Germany’s stellar 45%.

In short, this presentation may turn out to be the
single most inaccurate economic forecast from a

politician since Khrushchev’s “‘We will bury you!’

prediction back in 1956.

What makes such declamations even more off the
wall is that we are just seven months away from
Brexit, with not even the outline of a deal in sight. In
the short term, the prognosis for trade — in either

direction — is less than encouraging.

The shipping and ports sectors are effectively
stranded like piggies in the middle, without even the
foggiest notion of the eventualities for which they
should prepare.

In public, most industry representatives are being
rather British about it, and polite to the point of
caricature. Privately, we can assure the minister that
they are spitting feathers.

Thursday will see the publication of several impact
papers, which hopefully will make matters clearer.

With any luck, everybody will be so relieved that
they will forget about Tuesday’s outbreak of silly
season nonsense.

ANALYSIS

Modern capesize tonnage rises

to near four-year high

SECONDHAND capesize values are rising faster
than other dry bulk sectors, largely on the back of a
continuing healthy spot market.

A five-year-old capesize is priced at an average of
$36.4m, the highest level since February 2015,
according to the Baltic Exchange Sales and
Purchase assessment. Panamaxes have seen more
steady gains, quoted at $21.9m on August 20,
while supramaxes and handysizes were at

$18.47m.

These figures compare with $32.79m for a capesize,
$20.48m for a panamax and $17.31m for the smaller
sizes at the start of the year.

Golden Ocean chief executive Birgitte Vartdal said
last week that the spread in secondhand vessel
values is widening as modern tonnage is more
attractive because earnings power is greater.

Clarksons three-month trend shows that a 180,000
dwt newbuilding resale capesize increased 9% in its
August 17 report from a week earlier to $53.3m,
while a five-year-old vessel gained 7% to $37.3m,
and a 10-year-old rose 8% to $26m. Even a 15-year-
old cape increased by 6% to $16.5m.

The other segments were either steady or weaker,
Clarksons data showed.
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Capesize spot freight rates have been boosted by
higher iron ore volumes from Brazil, as China
produces record volumes of steel.

The C3 Brazil to China route was at $23.68 per
tonne at Wednesday’s close on the Baltic Exchange
compared with $24.12 at the start of August, while
the C5 Australia to China voyage was at $9.85 per
tonne, a fall of nine cents from August 1.

The average weighted time charter on the London-
based exchange was at $25,054 per day from
$26,204 at the start of the month.

Newbuilding prices, which largely follow period
charters, were also up, although not by the same
extent as existing assets.

Greece-based Eastern Mediterranean has signed a
three-year time charter with Rio Tinto for the
2015-built, 182,600 dwt Gortynia at $23,300 per
day, according to VesselsValue, an online data
provider.

According to a source in Athens, the deal has not yet
completed.

Earlier in the month, Diana Shipping managed to
get slightly more than double the rate for its capesize
charter to Koch.
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According to Clarksons data, a new capesize has
risen by 2.5% to $48m, while the price of a new
panamax has increased by 3.8% to $28m.

A newbuilding handymax rose by 4.1% to $26m, and
a handysize climbed by 4.4% to $24m.

Container lines’' second-quarter

performance lacklustre

ALL eight reporting carriers grew revenues year on
year in the second quarter of 2018.

Only three carriers — Maersk Line, Hapag-Lloyd,
and Wan Hai — recorded an operating profit, and
Hyundai Merchant Marine plunged even deeper into
the red. Additionally, all carriers recorded an annual
decline in operating profits. On the other hand, all
carriers that reported their global transported
volumes saw volumes increase.

Meanwhile, June 2018 saw schedule reliability
continue to improve, by a further 4.5 percentage
points on the month before and reached 76.1%.

Despite the monthly improvement, on-time
performance was still 1.5 percentage points below
the 77.6% recorded in June last year. OOCL was the
most reliable carrier in June 2018, with on-time
performance of 84.7%, followed by APL and
Evergreen with 84.2% and 82.3%, respectively.

Carrier financial and volume performance
Three top 15 carriers do not publish financial data:
Mediterranean Shipping Co is a privately held
company that does not publish accounts, and APL
and Hamburg Siid have recently been acquired by
CMA CGM and Maersk Line, and their result are
included with their parent companies.

At the time of writing, four carriers have not yet
published their second-quarter accounts. This leaves
us with data for eight of the top 15 carriers but note
that we have sourced the data for the three
Taiwanese carriers from the Taiwan Stock Exchange
and press releases because they are yet to publish
their second-quarter reports.

Methodological considerations

This analysis covers all major shipping lines that
publish financial figures, either directly, or in the
form of an earnings release or stock exchange
filings. Following are a few methodological choices
that we made:

« The three Japanese carriers — NYK, MOL, and K
Line — have merged their container shipping
business into Ocean Network Express, and we have
included ONE in the analysis, while removing the
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three independent Japanese carriers from the
preceding years as well.

« We have not compared the combined financial
figures of NYK, MOL, and K Line with that of ONE,
because ONE’s revenue is only a little more than half
of the combined container segment revenues of the
former Japanese lines, which is likely due to the
inclusion of revenues from terminals and container-
related business under the Japanese lines.

 Furthermore, ONE has only reported a very bare
minimum of figures and has only reported net
profit/loss for the second quarter, so we have had to
use this in lieu of operating profit/loss. Lastly, ONE’s
fiscal year runs from April to March, therefore we
have used its first quarter results, which matches the
second quarter period of the carriers that follow the
calendar year.

« From the first quarter of 2018, AP Moller-Maersk
has changed its reporting structure, and instead of
reporting figures for Maersk Line, it has grouped its
Ocean segment into one, and regrettably has also
stopped reporting ebit for individual business
segments and is only reporting ebitda as a segment
result.

» While it could be argued that ebitda is a better
measure of operational performance in an asset-
heavy industry, it fails the more important aspect of
comparability, because only a few other carriers
(CMA CGM, Hapag-Lloyd, and OOCL) report ebitda.

« We cannot compare ebit with ebitda, because the
depreciation and amortisation costs would seriously
disadvantage the companies reporting ebit. This
means that for Maersk Line we have had to use the
group’s second quarter 2017 and second quarter ebit
instead rather than the Ocean segment, while
2010-2016 is based on the ebit for Maersk Line.

« OOCL only reports complete first-half and full-
year financial figures, which is why we have divided
its first-half ebit by two to estimate its second-
quarter result. On the other hand, its revenue and
volume figures are for the second quarter because
OOCL reports quarterly revenues and volumes
exclusively.
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» Lastly, all figures have been converted into US
dollars, according to the exchange rate valid on June
30 of the respective years.

Carrier revenues

Maersk Line’s revenues reached $6.9bn, growing
25.5%, much of which was the result of Hamburg
Siid’s acquisition. Excluding the impact of Hamburg
Siid, Maersk Line reported revenues of $5.5bn,
which represents virtually no growth in revenues.
While CMA CGM and Cosco have not yet released
their second-quarter financial results, we expect
CMA CGM to generate revenues closer to that of
Maersk Line, while Cosco is expected to generate
revenues closer to that of Hapag-Lloyd,
becauseOOCL’s revenues have not been included
under Cosco.

Hapag-Lloyd’s second-quarter revenues of $3.3bn
represented a 20.6% annual growth, likely boosted
by the UASC acquisition. ONE reported revenues of
$2.1bn, which cannot be compared with the
combined revenues of the three Japanese carriers as
outlined in our methodological considerations.

OOCL was the ‘best of the rest’, with second-quarter
revenues of $1.5bn, an annual increase of 4%, while
the three Taiwanese carriers — Evergreen, Yang
Ming, and Wan Hai — recorded revenues of $1.3bn
(up 1.2%), $1.1bn (up 0.8%), and $522m (up 3.9%),
respectively.

It is interesting to note that despite having half the
revenues of Evergreen and Yang Ming, Wan Hai’s
annual increase in revenue was only $3m lower than
that of Evergreen and Yang Ming combined. HMM
recorded revenues of $1.1bn, an increase of 2.5%.

Second-quarter ebit performance

Five of the eight carriers have seen a negative
operating result. Only Maersk Line, Hapag-Lloyd,
and Wan Hai reported a positive bottom line.
Maersk Line and Hapag-Lloyd reported a modest
ebit of $46m and $41m, respectively, with Maersk
Line recording a sharp $231m annual drop in ebit,
while Hapag-Lloyd recorded a $54m decrease. That
said, Maersk Line’s cumulative 2012-2018 ebit of
$2bn, was in a different league compared with the
other carriers. Wan Hai recorded second-quarter
ebit of $3m, down $30m on the corresponding
quarter of 2017. Of the carriers that have so far
reported on their financial figures, Wan Hai’s
cumulative 2012-2018 ebit of $213m follows only
Maersk Line and Hapag-Lloyd.

Of the remaining carriers, ONE reported a net loss
of $120m, while OOCL’s estimated second-quarter
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ebit loss was $2m. Evergreen and Yang Ming also
recorded a negative ebit, of $65m and $115m,
respectively, representing a respective annual
decrease of $138m and $119m.

Despite this, Evergreen’s cumulative 2012-2018 ebit
was $19m, helped in part by the $73m operating
profit in the second quarter of 2017.

The last remaining carrier, HMM, reported negative
ebit of $179m, a decrease of $67m. HMM is the only
carrier to have seen red in every second quarter
since the second quarter of 2011, resulting in a
cumulative ebit loss of $756m, more than double
that of the nearest carrier, Yang Ming, which has a
cumulative 2012-2018 ebit of $281m.

Global volume development
All five carriers that have reported on global
volumes saw volumes grow annually.

Maersk Line (6.8m teu) and Hapag-Lloyd’s (2.9m
teu) high annual growth of 25.9% and 30.6%,
respectively, were boosted significantly owing to
their respective acquisitions of Hamburg Siid and
UASC.

Maersk Line volume growth excluding the impact of
Hamburg Siid stood at just 4.3%, while Hapag-
Lloyd grew 3.9% in the first half with the impact of
UASC excluded, which is much closer to the total
market growth of 3.5% in the second quarter as
reported by Container Trades Statistics. On the
other hand, OOCL (4.6%), Yang Ming (11.8%), and
HMM (17.1%) have all grown their volumes entirely
organically compared with the second quarter of
last year, reaching 1.m teu, 1.3m teu, and 1.m teu,
respectively.

Ebit per teu

In the second quarter of 2018, Maersk Line recorded
the lowest positive ebit per teu of $6.80 per teu,
which comes after two second quarters of poor
per-teu results, ranging from -$24teu to $52/teu.

Hapag-Lloyd recorded an ebit per teu of $13.70 per
teu, which is considerably lower than the $41.50
per teu recorded in the corresponding quarter last
year.

Additionally, this is the first time since the second
quarter of 2013 that Hapag-Lloyd has recorded two
consecutive second quarter positive ebit per teu.
OOCL recorded a very marginal operating loss per
teu of $0.90 per teu, which is only the second time
that it has reported a negative second quarter ebit
per teu.
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Yang Ming and HMM recorded the largest ebit per
teu losses of $88.90 and $155.40, respectively.

Average freight rates

The three carriers that have so far reported their
second quarter figures, have seen a drop in the
average freight rates, albeit only marginally in the
case of Maersk Line and OOCL.

Maersk Line’s average freight rate decreased from
$932 per teu last year to $920 per teu in the second
quarter of this year, while OOCL recorded a
similarly small decline in the average freight rate
from $870 per teu to $865 per teu.

Hapag-Lloyd on the other hand, recorded the
largest decrease in freight rates. One of the factors
in this is the acquisition of UASC, as its core market
was the Middle East, which would have a lower
freight rate level overall. According to Hapag-
Lloyd’s estimates, its freight rates would have
increased by 3% in the first half when excluding
UASC’s impact, instead of declining by 4.2%.

Global schedule reliability

Global schedule reliability continued to improve and
increased by 4.5 percentage points in June, reaching
76.1%, only marginally higher than the lowest June
schedule reliability of 75.5%, recorded in 2014. That
said, on-time performance was still 1.5 percentage
points lower at an annual level.

This improvement was also reflected in the global
average delay for late vessel arrivals, which
decreased, albeit marginally, by 0.02 days, reaching
3.86 days in June.

OOCL was the most reliable carrier in June 2018,
with on-time performance of 84.7%, followed by

APL with on-time performance of 84.2%. Evergreen
and Maersk Line rounded off the list of carriers with
June schedule reliability of greater than 80.0%, with
on-time performance of 82.3% and 80.4%,
respectively. All three The Alliance members were
on the opposite end of the scale, with Yang Ming
recording schedule reliability of 70.3%, and Hapag-
Lloyd and ONE recording 72.4% and 73.6%,
respectively.

Impressively, all top-15 carriers recorded an
improvement in schedule reliability, with Yang Ming
recording the largest monthly improvement of 9.1
percentage points, followed by OOCL and HMM.

Zim and Wan Hai recorded the smallest
improvements. On a yearly basis, however, only
four of the 14 carriers (ONE does not have a 2017
reference point) recorded an improvement in
on-time performance, albeit of less than two
percentage points. Maersk Line recorded the
greatest annual improvement of 1.7 percentage
points, followed by OOCL with 1.5 percentage
points.

The average on-time performance continued to
improve on the east-west trades, increasing by a
considerable 8.3 percentage points to 76.4%. The
Ocean Alliance was once again the most reliable
carrier alliance with May/June on-time
performance of 82.9%, an improvement of 10.1
percentage points.

This was followed by 2M with a monthly
improvement of 7.7 percentage points to 77.5%. The
Alliance was the least reliable carrier alliance, with
66.3% schedule reliability, an improvement of 6.9
percentage points.

MARKETS

Frontline positive on recovery for tanker

market

FRONTLINE has posted better-than-expected
results for the second quarter, citing an improved
outlook for heavy scrapping and rising crude output
by the US and the Organisation of Petroleum
Exporting Countries.

John Fredriksen’s flagship tanker unit recorded net

losses of $22.9m, compared with a loss of $19.4m in
the year-earlier period.
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However, Clarksons Platou pointed out earnings
before interest, tax, depreciation and amortisation
amounted to $31m, exceeding the street consensus
median of $24m owing to higher-than-forecast
suezmax rates.

Total operating revenue rose to $166.8m from
$150.1m amid fleet expansion.
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“Despite the current weak rate environment, we
believe cyclical changes are under way and as a
result we are more optimistic on tanker rates,”
Frontline Management chief executive Robert Hvide
Macleod said in a quarterly report.

“The factors supporting our expectation include
continued scrapping ahead of 2020 offsetting new
deliveries and increased demand for seaborne trade
as a result of expected growth in both US exports
and Opec production of crude oil,” he said.
“Additionally, crude oil demand remains strong, and
the end of the inventory draw cycle seems
increasingly inevitable.”

During the second quarter, Frontline’s very large
crude carriers trading in spot markets recorded
daily time-charter-equivalent earnings of $11,700,
suezmaxes recorded $14,100 and LR2s $11,700.

Its spot VLCCs have fetched $20,000 per day for

78% of the third-quarter days, suezmaxes $13,900
and LR2s $15,500.

Separately, the company said it would be allowed to
delay parts of the charter hires for the eight VLCCs
leased from Ship Finance International, also
controlled by Mr Fredriksen.

The vessels, built in 2001-2004, were chartered at a
base rate of $20,000 per day but only earned $8,100
per day in the second quarter.

“During the second quarter, Frontline has been
able to pay Ship Finance the full base rate by
drawing on a previously built up cash buffer,”
Frontline said in its report. “At the end of the
second quarter, this buffer was $3.9m and until the
spot market recovers above the base rate, Frontline
will only pay to Ship Finance a charter hire
reflective of the rates achieved by these vessels in
the spot market.”

IN OTHER NEWS

Zim falls into the red
INDEPENDENT Israel-based
container line Zim has slumped
to a $33.2m loss in the second
quarter of the year, despite
increasing its volumes by 17%
and its revenues by 7.7%.

In what has become a familiar
refrain across the industry, Zim's
revenue increase was hit by
increased bunker prices and
lower rates. Zim's average freight
rate fell from $1,007 per teu in the
corresponding quarter of 2017 to
$907 per teu in the second
quarter of this year.

“The second quarter of 2018 was
characterised by the continued
rise in fuel prices and chartering
rates, as well as low freight rates,
all with a negative impact on the
results of carriers, including Zim,"
said chief executive Eli Glickman.

SFI buys three boxships as income
slips on impairments

NET income at diversified vessel
owner Ship Finance International
slipped in the second quarter of
the year as the company took a
hit from impairments on the sale

Lloyd's List | Daily Briefing Thursday 23rd August

of three older very large crude
carriers.

The company reported second-
quarter operating revenue of
$97m and net income of $16m, or
$0.15 per share. It also
announced the acquisition of
three modern 10,600 teu
containerships with long-term
charters in place that will boost
its fixed rate charter backlog by
approximately $260m, or $430m
if extension options are
exercised.

“This acquisition highlights our
strength and ability to achieve
sustained growth through repeat
transactions with the world's
largest liner companies,” said
chief executive Ole Hjertaker.

The Alliance to move transatlantic
base to Hamburg

THE Alliance plans to relocate its
German base port for its
transatlantic network from
Bremerhaven to Hamburg to
provide better inland connectivity
and greater access to the
region's local market.

A customer advisory from
German carrier Hapag-Lloyd said
the decision would take place in
the fourth quarter and would
affect the group's weekly
northern Europe to US east coast
loops.

Alphaliner said the move would
consolidate The Alliance's
transatlantic portfolio at a single
pier, HHLA's Container Terminal
Altenwerder, which already
serves its northern Europe-US
west coast AL5 service and the
Hapag-Lloyd's Europe-Canada
loops. Hapag-Lloyd holds a 25.1%
stake in the terminal.

Growth in UK ro-ro traffic highlights
need for Brexit deal, says BPA
OVERALL freight tonnage at UK
ports was broadly stable at 482m
tonnes in 2017, with modest
growth in commercial vehicle
and trailer ro-ro traffic, according
to statistics released by the
Department for Transport.

The figures were immediately
seized upon by the British Ports
Association, with chief executive
Richard Ballantyne arguing they
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underline the importance of
striking a Brexit deal that
maintains the advantages of
existing customs union and
single market membership.

The BPA and other ports chiefs
have repeatedly voiced concerns
that the return of border controls
could generate a congestion
crisis on the waterfront,
particularly at Dover.

US sanctions Russian shipping for
North Korea trade

THE US has imposed sanctions
on two Russian shipping
companies and six vessels
accused of transferring refined
petroleum products to North
Korea, violating UN Security
Council resolutions.

The US Treasury Department
claims that two

Vladivostok-based shipping
companies Primorye Maritime
Logistics and Gudzon Shipping,
the registered shipowners and
managers of Russia-flagged
vessel Patriot, have defied
international sanctions against
North Korea by engaging in
ship-to-ship transfers of oil to
North Korean ships.

Sanctions have also been
imposed on the ultimate buyer of
the oil, Taesong Bank for its
involvement in illegal North
Korean financial activities.

Shearwater acquires WesternGeco in
$600m deal

NORWAY-based Shearwater
GeoServices has agreed to
acquire the marine seismic
acquisition assets and
operations of WesternGeco, the
geophysical services product line

of Schlumberger, for $600m plus
a 15% post-closing equity
interest in Shearwater.

Schlumberger will also be
entitled to payments, for a limited
period, as part of an earn-out
agreement linked to future vessel
usage over and above specific
thresholds.

Under the terms of the
agreement, Shearwater will
acquire 10 high-end seismic
acquisition vessels, including
seven 3D vessels and three
multipurpose vessels configured
to serve the growing ocean
bottom seismic market, 12
complete streamer sets with
spares, as well as two source
vessels.

For classified notices please view the next page.
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Lloyd 5 List Intelllgencel

Maritime intelligence | informa

The Next Generation
Lloyd’s List Intelligence

Uniquely powerful vessel tracking, characteristics,
ownership and incidents data.

At the centre of Lloyd’s List Intelligence is our online vessel tracking system,
Seasearcher. This gives you access to the transactional and analytical data required
to make a measured difference to your business, whether you are trying to increase
operational efficiencies, manage risk, or develop new business opportunities.

The new Next Generation platform was launched earlier this year to offer our customers
a greatly improved service and some fantastic new features including:

» A modern, simplified search and mapping interface
» Streamlined operational workflows and geospatial tools

» Enhanced visibility of port, terminal and berth activity including new alerting and
filtering tools

» Increased vessel tracking data granularity with improved ALS capabilities
» Raw data manipulation through Excel downloads

To find out more about Lloyd’s List Intelligence services,
please email info@lloydslistintelligence.com, call +44 (0)207 7017 5392
or visit info.lloydslistintelligence.com
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Lloyd’s List =
South Asia, Middle East
& Africa Awards | 2018

Maritime intelligence | informa

r

. Why Enter?

We recognise the highest levels of innovation, leadership and
success in the region. A Lloyd’s List trophy in your reception area

or the trusted Lloyd’s List logo on your marketing materials will
indicate to clients you are best in class, highlighting your endeavour
to enhance the business of shipping.

To view the 2018 categories simply visit: lloydslist.com/samea_categories

Or get in touch to discuss how we can help you:

Jo Kirkpatrick

. @ jo.kirkpatrick@informa.com
> P()er(]edri[[r;iees. @ +44(0)207 017 7180

30 August, 2018

Winners will be announced at
Palazzo Versace Hotel, Dubai on
Tuesday 27 November, 2018

Just Some of the benefits of
entering the Lloyd’s List Awards:

@ O €

Industry Win New Attract Boost Team Publicity PR Gold
Recognition Business Talent Morale

Sponsored by:
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