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Daily Briefing
Leading maritime commerce since 1734

Friday August 24, 2018

Will China’s tariffs hit Trump 
or dry bulk shipping?

THE ESCALATING TRADE war between the US and China has 
altered global dry bulk cargo flows, but for now it appears that the 
bulker segment is well placed to withstand any tension in terms of 
freight earnings, setting aside any potential long-term hits to cargo 
demand from new and emerging trade barriers.

The world’s two biggest economies embarked on a series of tit-for-tat 
measures in March, with the trade war continuing to intensify.

The measures with the most pronounced impact on the dry bulk side 
have been Beijing’s 25% tariffs on US soyabeans, effective from July 6, 
and coal, from August 23, targeting President Donald Trump’s core 
supporters in the farming and mining sectors.

Given the way in which the entire tariff saga is unfolding, a degree of 
uncertainty has crept into the seaborne soyabean and coal trades, with 
demand likely to be hit if tensions escalate further.

For now, however, the overall bulker markets have been buoyed by 
tight vessel supply and high demand globally, as evidenced by decent 
earnings of panamaxes — the workhorse class for carrying US coal and 
soyabean exports.

A vivid example of how the burgeoning trade war has affected the 
bulker markets is the 2013-built, 82,026 dwt panamax Peak Pegasus, 
owned by JP Morgan Asset Management. In this case, the charterer 
was in trouble, but the owner kept the ship employed.

The vessel left Seattle on June 8 with 70,000 tonnes of soyabeans on 
board and was due to dock in the Chinese port of Dalian on July 6.
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Unfortunately, the vessel lost the race to reach China 
before the tariff came into effect. It sat anchored in 
the Pacific for weeks before Chinese state-owned 
conglomerate Sinograin decided it had no choice but 
to swallow a $6m tariff bill, apparently not able to 
find a foreign buyer for the cargo.

Further evidence showed that US soyabean exports 
to China — which, according to data from IEG Vu, 
amounted to 32.9m tonnes last year — were not 
dead. According to Informa Economics, several 
vessels loaded with US soyabeans were set to unload 
in China as of mid-August.

Peak Pegasus was followed by Star Jennifer, 
the 82,295-dwt bulk carrier which moved into 
the former’s berth in Dalian to unload 69,299 
tonnes of soyabeans. Another panamax bulk 
carrier, Cemtex Pioneer, is set to discharge 54,998 
tonnes in Nantong. Two other vessels — Betis with 
64,581 tonnes of soyabeans and Mercury with 
62,999 tonnes — were en route to China as of 
August 18.

Chinese soyabean imports overall were slightly 
lower than expected at 8m tonnes in July this year, 
bringing cumulative arrivals to 52.9m tonnes during 
the January-July period, down by 2m tonnes from a 
year earlier, according to the US Department of 
Agriculture.

Seasonality
Global soyabean trade flows have started to be 
disrupted by the tariffs, with an increasing reliance 
among Chinese buyers on South American grain 
while some US soyabeans are being shifted toward 
other markets.

“There are no significant alternatives to supplies 
from the US, but what we are likely to have is trade 
repositioning, with a bigger share of Brazilian 
soyabeans going to China and a larger share of US 
soyabeans going to Europe and other markets,” said 
Banchero Costa’s head of research Ralph 
Leszczynski.

Data from USDA shows that around 123,000 tonnes 
of China-bound cargoes from the US have recently 
been switched for delivery in countries such as 
Bangladesh and Iran.

“There is, however, an issue of seasonality,” he 
added.

As the US is located in the northern hemisphere and 
South America is located in the southern 
hemisphere, they have opposing growing seasons.

In the spring and summer months, China gets most 
of its soyabeans from Brazil while US exports 
decrease during the period. Hence, any real impact 
from the tariffs will only be seen later in the year, 
from September onwards, when availability from 
Brazil declines and the US export season begins, Mr 
Leszczynski said.

Clarksons projects total US grain exports to fall 4% 
year-on-year to 123m tonnes in 2018, while 
Brazilian exports will rise by 11% to a record 108m 
tonnes.

Torvald Klaveness research head Peter Lindström 
said the tariffs would, however, impact tonne-miles 
substantially on a quarterly basis. A significant 
volume of trade will shift from the fourth and first 
quarters (the US export season) to the second and 
third quarters, he predicted.

“Within the fourth and first quarters the average 
distance of each cargo will go down as more US Gulf 
beans head to Atlantic customers instead of China 
while almost all East Coast South America exports 
in the second and third quarters will go to China, 
and thus increase the average distance during that 
period,” Mr Lindström said.

For the short run, he noted that tonne-miles might 
go down due to smaller trade volumes, as it would 
take time for Brazil to build up the export capacity 
to meet Chinese requirements.

Trade substitution
Longer term, if the current standoff is not resolved, 
there is significant potential for expansion of 
soyabean cultivation in South America to meet 
Chinese demand, provided that the logistical 
bottlenecks are resolved. This would increase tonne-
miles, as those cargoes can replace some supplies 
from the US West or Gulf coasts.

But a more bearish scenario is China substituting 
soyabeans for canola, rapeseed or other oilseeds 
from nearby sources such as Australia, or importing 
more sunflower oil and feed grain, therefore 
undermining tonne-mile demand.

China’s purchases mainly depend on prices of the 
commodities and Chinese soyabean crushing 
capacity. Drewry’s dry bulk analyst Rahul Sharan 
pointed out that while the current tariff applied to 
soyabeans, soyabean meal and soyabean oil were 
still trading according to previous arrangements.

That might encourage some traders to crush 
soyabeans in the US and ship the derived meal and 



Lloyd’s List | Daily Briefing Friday 24th August Page 3

oil separately. The downside for this course of action 
might be increased costs, Mr Sharan said, as trading 
both commodities separately will lead to higher 
shipping costs and the crushing and processing 
charges in the US are likely to be higher than in 
China.

Coal flows
By targeting coal, Beijing has sent a clear signal that 
it is serious about taking on Mr Trump in the 
current trade skirmish.

Hartland Shipping said in a recent report that 
“if the aim of your tariffs is to inflict sufficient pain 
on the other country, it is best to target them 
where they can do the most damage to the 
economy, or the politicians promoting the trade 
war.”

Indeed, the coal tariffs strike at the heart of Trump’s 
energy agenda. Official data showed that total US 
coal exports reached almost 97m tonnes in 2017, up 
60.9% on the year. Exports to China grew to 3.2m 
tonnes from 995,901 tonnes.

The majority of Chinese imports is coking coal, 
which is used to make steel. Supply of this type of 
coal is fairly concentrated, with Australia 

dominating the seaborne market and the US being a 
marginal supplier.

In the first half of 2018, the US exported almost 
1.3m tonnes of coking coal to China, down 10% from 
1.43m tonnes a year earlier, according to Doyle 
Trading Consultants.

Beijing has also imposed an additional tariff on US 
petroleum coke, a similar but different product from 
coal. China was the biggest export market for US 
petcoke in the first five months of the year at 2m 
tonnes, up from 1.95m tonnes in 2017.

The new 25% tariff will come on top of a 3% import 
duty under existing trade terms for petcoke, 3% for 
coking coal and 5% for other types of coal. All things 
considered, it will likely kill the US-China trade in 
those areas.

“Absent a weather-related disruption in Australia, it 
is likely China could buy all it needs without tapping 
US supplies, although this may result in a shuffling 
among buyers,” Hartland Shipping added.

For example, Japan may buy more from the US and 
less from Australia — which might have a neutral 
impact on shipping demand.

Britain to ‘drop port import checks’ 
in event of no-deal Brexit
NO-DEAL Brexit will see Britain wave trucks 
through ferry ports pretty much as now, with any 
necessary customs clearance handled inland, 
according to sources who have been briefed on 
government thinking.

No real changes will be needed for imported 
breakbulk or containerised cargoes either, as 
most of them already arrive from non-EU countries 
and existing arrangements can readily be 
maintained.

The hope is that these steps will avert the kind of 
congestion crisis at key ro-ro facilities such as 
Holyhead and Dover, which many in the industry 
regard as a real risk unless Britain and Brussels 
come to a workable arrangement on the UK’s 
departure from the EU.

Only 1-2% of inbound lorries currently experience 
any kind of checks at all, largely to circumvent 

potential people trafficking or cigarette smuggling, 
or on the basis of specific intelligence.

The best outcome, most ports industry people 
believe, would be a negotiated settlement that either 
gives Britain official customs union membership, or 
at least the main benefits that flow from it.

While there is little apparent enthusiasm for inland 
clearance, which will probably entail the use of 
customs agents at cost to the consignee, it would at 
least avert worst-case scenarios.

The development came as Brexit secretary Dominic 
Raab today launched the first batch of what will 
eventually be 70-80 so-called technical notes, 
outlining how the government will deal with the 
no-deal scenario.

Each of the documents will be between one and four 
pages long, and set down what businesses and 

WHAT TO WATCH
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citizens should do if amenable terms are not 
reached.

Most mainstream coverage has focused on the 
implications for consumers, particularly the news 
that Britons will face higher surcharges when using 
their credit cards to buy goods from EU countries 
online, or when visiting EU countries for leisure or 
business.

However, a number of the papers are expected to be 
of direct relevance to the shipping and ports 
industries. Lloyd’s List has been told that one will 
centre on seafarer certification, although it is not 
among the papers published today.

Sources also suggest that a note on maritime safety 
has been deemed “too technical” for general 
consumption and has been quietly shelved by the 
Department for Transport. The DfT declined to 
comment on these claims, referring calls to the 
Department for Exiting the EU.

In addition, white-collar maritime services, which 
are central to British’s maritime sector, will also be 
concerned over ‘passporting rights’, the name given 
to their current ability to do business in all EU 
member states without establishing local 
subsidiaries.

Most leading British-based P&I clubs, tired of the 
uncertainty, have cut to the chase and established 
affiliates in various EU jurisdictions.

Exporters are advised that in the event of a no-deal 
Brexit, trade would revert to World Trade 
Organisation terms. It may be easiest for them to 
hire a customs broker, freight forwarder or logistics 
provider to take on the red tape.

In a speech in London, Mr Raab insisted he was 
“confident a good deal is within our sights” and that 
Britain’s departure from the EU without agreement 
– which would entail a reversion to trading on World 
Trade Organisation terms – was “unlikely”.

Small mention
Shipping and ports warranted just one mention in 
Mr Raab’s address, with a glancing reference to the 

need for engagement between port authorities.

Responding to the speech, the British Ports 
Association urged the government to find a modus 
vivendi with the EU.

Chief executive Richard Ballantyne said: “While it is 
sensible that the government considers all outcomes, 
we are hopeful that both sides will want to ensure 
that ports are free flowing on day one.”

For ro-ro ports, no-deal could represent a serious 
challenge and lead to significant disruption at the 
border, he said.

EU negotiator Michel Barnier should seriously 
consider the latest proposals from the UK 
government, colloquially known as the Chequers 
plan, Mr Ballantyne said.

“The Chequers agreement and the government’s 
Brexit White Paper proposals offered a solution to 
the challenge of possible new customs and borders 
checks, which to date appears to be the only viable 
option.

“Without agreement the fluidity of tens of thousands 
of freight vehicles which travel between the UK and 
the EU on a daily basis is at stake. It is vital that we 
get this right.”

The UK Chamber of Shipping has broadly welcomed 
the first round of technical notices, but added: 
“There is still ground to be covered and detail to be 
teased out.”

Most importantly, the government needs to 
accelerate the pace and sustain the momentum with 
which it is providing guidance on Brexit, it said.

“The technical notices released today are thin on 
real detail on what will happen and how Brexit plans 
will be executed in the event of no deal.”

That makes for the danger of placing too great an 
onus on industry to figure out how business will be 
executed, particularly with respect to supply chains 
and cross-border trade, the chamber said.

Europe’s key ports issue ‘no-deal’ 
Brexit warning
EUROPEAN ports have issued a warning that a 
Brexit without a trade agreement could result in 
significant congestion and additional expenditure.

The UK government published its first batch of 
technical papers in preparation of a possible ‘no 
deal’ scenario, which the country’s International 
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Trade Secretary Liam Fox says is now more likely 
than not, at a ratio of 60-40.

The guidance papers — some of which will deal 
directly with matters related to the maritime 
industry — offer a glimpse of what a no-deal reality 
would look like.

The main problem for European ports in a no-deal 
scenario, according to European Sea Ports 
Organization secretary general Isabelle Ryckbost, 
will be having sufficient infrastructure to support 
the changes, the space to accommodate more 
customs checks and the threat of tariffs.

The port of Rotterdam, Europe’s biggest, will be 
among those feeling that multilayered pain if the UK 
leaves without an agreement.

UK-related business accounts for 10% of the port’s 
annual turnover, according to port spokesperson 
Leon Willems. The 40m tonnes of cargo coming 
from and going to the UK which is handled by 
Rotterdam annually is around 8.5% of the port’s 
total volume. In terms of the port’s trading partners, 
the UK’s share is second only to that of Russia.

The port is well-aware of the power the UK trade 
wields on its fortunes and is actively engaged in 
lobbying effort in Brussels, the Netherlands as well 
as the UK to promote an agreement that ensures the 
continuation of frictionless trade.

“That is why it is so important to basically cut our 
losses as much as we can,” said Mr Willems. He says 
Brexit is a lose-lose situation.

Similarly, the UK is the third biggest maritime 
partner of the port of Antwerp.

Europe’s second biggest container port handles 
approximately 15m tonnes of UK bound and 
originating cargo every year, according to a 
spokesperson.

“The Port of Antwerp covers a huge area with ample 
warehousing capacities, but a port should be a 
gateway, not a bottleneck for trade,” said the 
spokesperson. “On the other hand, large companies 
are re-engineering their supply chains, taking into 
account the previously cited roadblocks, which may 
offer opportunities for continental ports as well.”

Hoping for the best, expecting the worst
A trading agreement between the EU and the UK 

based on World Trade Organization rules is the 
worst-case scenario that would most negatively 
impact Rotterdam’s fresh produce trade with the 
UK, Mr Willems said.

Its ro-ro terminal could be seriously struck by 
congestion, due to the additional checks truck that 
may have to undergo. The solution to that would be 
having more space for these trucks, but the 
problem is the port does not own the surrounding 
land.

“We hope for the best but we cannot rely on hope. 
Surely we have to do something. That is why we 
continue to push the Dutch government and the 
people in Brussels to get an agreement if possible,” 
he said.

Antwerp also expects the bulk of the afflicted 
products to be containerised products, including 
manufactured goods, fresh produce and liquid bulk, 
but steel and building materials could also be 
affected.

“I think it can hamper and indirectly will hamper 
the traffic a bit between both sides,” Ms Ryckbost 
said of the UK’s exit from the single market.

Mr Willems believes that Rotterdam’s lobbying 
efforts have also not been in vein; the port will host 
a national trial in November in collaboration with 
the government, other harbour companies, truck 
drivers and relevant stakeholders to test the 
Netherlands’ preparedness for the new relationship 
with the UK.

As part of that trial, all the stakeholders will operate 
as if March 30, 2019 — the date when the UK 
officially leaves the EU — had already arrived and 
the UK was officially a non-EU member.

“Do the IT systems work as they should? Do the 
inspectors know what to do? Do the truck drivers 
know what to do? Do the companies know what to 
do? And if not, where should we step up the efforts? 
It is a real-life simulation we are organising here,” he 
explained.

Antwerp has sought to prepare for the Brexit 
scenario by setting up a Brexit task-force, internally 
and with the external members of the port’s 
community to get a clear view on the possible 
impact of Brexit under different scenarios, from a 
“soft” to a “hard” landing, and to try mitigate the 
ensuing risks.
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The Interview: Yasumi Morita
IN JULY 2015, as part of an International Maritime 
Organization delegation, I visited a maritime 
museum outside Tokyo. Alongside the exhibits was a 
colourful notice in both Japanese and English titled 
“How to become a seafarer”. Evidently, it’s a long 
journey, with years spent at colleges of maritime 
technology and maritime polytechnic schools. A 
fourth-grade maritime officer can work for domestic 
routes, the notice said, and a third-grade officer can 
work for domestic and ocean-going routes.

There was a map of seafarer schools around Japan 
and a diagram of the steps to be taken, but no photos 
of smiling cadets, proud of their uniform, helping to 
bring their ship safely to port. No video commentary 
by smart young officers, urging school children to 
follow their lead. It was, in short, a missed 
opportunity.

Attracting young men and women to a career at sea 
has become harder over the years. In Japan, that 
vital role now falls within the remit of the president 
of the All Japan Seamen’s Union, a position held for 
the past four years by Yasumi Morita. “At the age of 
15, I had to choose my options,” he told me as we 
watched an expert chef slice our Kobe beef. “I saw 
on a wall a poster of a sailing ship, Kaiwo Maru. I 
had an aspiration to join that ship.

“If that poster had not been there, we would not 
have been having this conversation.”

Morita-san graduated from the National Institute of 
Technology, Toba College, and served as a deck 
officer from 1986 to 1993. He came on shore and 
joined the union, promoted to the Central Executive 
Board in 2010 as general director of international 
affairs. He was appointed vice-president in 2012, 
acting president a year later, then assumed the post 
of president of the JSU in November 2014.

“Our society is ageing,” he explains. “Few young 
people want to work in ships. They hardly ever see 
ships so they don’t think about them very much. 
Almost all Japan’s trade comes by sea but no one 
knows much about it.”

Targeting students
It is a problem common to most maritime states. 
Japan is working to attract the next generation of 
seafarers by targeting high school students, and by 
talking to small children and their parents about 
work on board ships. “We began this initiative five 
years ago; in five years’ time they will be adults.” 
However, he observes as an aside, while the impetus 

comes from the Ministry of Land, Infrastructure, 
Transport and Tourism, the text books come out of 
the education ministry.

In the past, all Japanese ships operated with 
seafarers trained locally. No longer. Today, the 
Japanese fleet boasts 2,500 to 2,600 ships 
(excluding fishing vessels), however there are only 
2,300 Japanese seafarers on the books. There has 
been an initiative linking the union with the MLIT 
to raise the number of seafarers above 5,000, “but 
that has been in place for 10 years and there has not 
been much change”, Morita-san states. And while 
there is a clear policy to encourage Japanese-
controlled ships to return from their foreign flags, 
there is no policy to crew Japanese ships with 
Japanese seafarers.

The government in Tokyo recognises that the 
maritime fleet is a national asset, however Japanese 
shipping companies employ non-Japanese seafarers 
because they are cheaper. “It is up to the companies 
themselves to employ Japanese — there are training 
ships available to accept students.”

Japan has set a national minimum of seafarers as a 
kind of strategic reserve. “Even when government 
understands the need, they must provide the 
budget,” says the JSU president. But the budget is 
falling. By contrast, neighbouring South Korea is 
putting greater emphasis on seafarers. “Our 
government sets the policy to provide students, who 
must then be employed by companies. Perhaps the 
government could provide subsidies to cover the 
extra cost.”

Morita-san took up the post of president for four 
years, and much of that time has been spent in talks 
with the ministry. These are big issues. “We all 
believe trade is critical for the Japanese economy, so 
companies should co-operate with the government 
to maintain the minimum number of seafarers.” 
However, some of these issues cannot be solved 
easily: “Foreign seafarers did not want to come to 
Japan after the Great East Japan Earthquake in 
2011.”

Autonomous ships
We discuss a potential solution in the form of 
autonomous ships and it becomes clear there is no 
consensus. Meanwhile, Japanese naval architects 
have designed a ship that can be operated with 11 
seafarers, which is just on the right side of an 
academic study that showed humans need nine 
people around them to stay ‘balanced’. With a crew 
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of 11, the seafarers will need to be qualified in both 
deck and engine. “We are concerned about training: 
how humans cope with technology. If they can’t, 
there will be accidents. It is under discussion within 
JSU,” Morita-san adds.

So, if technology might not be the full solution, what 
about rethinking end-of-career options? Japanese 
seafarer retirement is being pushed back from 61 to 
65, although Masters can select a retirement age 
between 55 and 65.

“This is the biggest difference between ocean-going 
and coastal shipping. Coastal is Japanese seafarers 
only, so ageing has less impact.” But another possible 
solution being explored in other maritime 
economies, encouraging women seafarers, seems 
unlikely to make much headway for cultural reasons. 
“I do not think we will see an increase in women 
sailing deepsea: there are very few female seafarers.”

The beef has been exquisite. Reaching a conclusion 
to the problem of Japanese seafaring has been much 

harder. “In 10 years’ time,” the president forecasts, “I 
see technology supporting seafarers’ work… and an 
increased number of Japanese seafarers. Coastal 
shipping will continue to be operated only with 
Japanese seafarers.”

But Morita-san cannot leave it there. His ongoing 
concern is not really about the number of seafarers 
in 2018 or 2028. It goes deeper than that. “Take 
container line consolidation: the three major 
Japanese lines merged but we are still only sixth in 
the world. Japan as a nation needs global revenues, 
which means the liner competitors must be very 
strong.

“How many seafarers we need goes beyond logic. It’s 
not just national pride but retaining our industry in 
what is still an industrialised country. The maritime 
industry is indispensable for Japan; losing it would 
be unthinkable.” It’s almost a call to arms. “Shipping 
is different, it cannot easily be folded into the 
logistics chain.”

Maersk’s Arctic adventure does not signal 
a new era in global shipping (just yet)
AT FIRST glance, the news that the container line 
Maersk is sending a vessel through the Russian 
Arctic route might seem relatively insignificant, 
writes Helen Kelly.

At a mere 3,600 teu, Venta Maersk is considered a 
minnow compared with the mammoth 20,000 teu 
vessels that more typically transport goods from 
Asia to Europe.

However, as the first-ever containership to make this 
journey, it is significant for this market. Perhaps 
more significant, though, is the company behind it.

Maersk is the world’s largest container shipping 
company. As such, when it explores new trade 
routes, its competitors, and the industry alike, sit up 
and take notice.

Maersk has been pretty clear that the 2018-built 
Venta Maersk’s Arctic adventure is very much a trial 
journey, and not a commercial transit.

It has also said it does not plan to launch any 
commercial shipping services via the Arctic any 
time soon.

However, Maersk did say that it would be gathering 
voyage data from the journey, which could feed into 
any future plans for commercial container shipping 
services in the Arctic that it might wish to offer.

That prospect remains highly unlikely, in the short 
term at least.

Despite horrendous reports emerging just this week 
of Arctic permafrost melting much quicker than 
expected, commercial shipping transport lanes 
remain open for a short two to three months per 
year, but this does not give many vessels time to 
pass.

The transit remains risky with detailed journey 
planning needed, higher spec ships and ice-class 
support.

Vessel operators have to pay huge costs to use the 
route, including permit fees to the Russian 
government. They must hire Russian-owned ice-
class tugs. There are also some fairly substantial 
insurance costs to factor in.

The main rationale for using the Arctic route is the 

OPINION
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much shorter travelling time. That could lead to 
significant fuel and vessel operating cost savings.

However, the shipping world is in a pretty stable oil 
price environment right now. Despite oil prices 
climbing in recent months, we are still a long way off 
from the $100-$120 a barrel price environment we 
saw a few years ago.

What that all boils down to is that, at present, there 
is no cost benefit to taking the Arctic route for 

container shipping as compared with the more 
traditional route via the Suez Canal.

If a scenario arose in the future in which there was 
less Arctic ice, that would mean safer and quicker 
transits. Some of the cost involved would 
undoubtedly come down.

If that coincides with a higher-fuel-cost 
environment, then the Arctic route could become a 
more commercially viable option.

Viewpoint: The summer scene
IT HAS been a disappointing summer, thus far, 
writes Michael Grey.

By this time, most years, when proper 
correspondents are en route to their Tuscan villas, 
busying themselves with travel horror stories after 
being given a hard time by a budget airline, we have 
had at least one Titanic story and a new theory on 
the Bermuda triangle to help fill the August pages.

Past tales have included strange sea creatures 
glimpsed off Cornish beaches, deadly sting rays 
sighted on the Sussex coast, lured up the Channel by 
the warm water and the heatwave, and a poisonous 
gas scare at Eastbourne, which was blamed on the 
French rather than on a passing chemical tanker. 
Phew.

There have been a few tales from the Far North, with 
the warmists triumphantly pointing to the melting 
ice and the increasing access to Arctic waters.

British parliamentarians with a penchant for 
defence were issuing stern warnings about Russian 
influence in these warming northern waters, 
suggesting that both the UK and Europe were 
signally ill-prepared as Mr Putin reinforces his naval 
power in this region.

The Russians are also building icebreakers with 
enthusiasm, perhaps because they do not subscribe 
to the fashionable view that all the ice will be gone in 
a few years.

The US, concerned at all this Russian polar 
hegemony, has at last got some funding for at least 
one replacement heavy icebreaker, but it will be 
years before it is breaking ice, such is the glacial 
pace of US military procurement processes.

Meanwhile, the Canadian government has used the 
depressed offshore market to their advantage by 
purchasing three newish, ice strengthened and very 

powerful anchor handlers which Davie Shipyard will 
convert into government icebreakers. They describe 
this as an “interim” solution to their icebreaking 
requirements, but at about a quarter of what it 
would cost their taxpayers to build from new, it is 
surprising that other navies have not scouted around 
for what attractive offshore industry bargains might 
be available.

It wouldn’t be a bad notion to lay in a few bargain 
ships while they stay cheap, as these desperate times 
won’t last for ever.

The demolition of redundant offshore units has been 
growing apace as their owners resign themselves to 
the likely scenario that they will never work 
profitably again.

Charterers demand the latest bells and whistles, low 
fuel economy and 2018 environmental performance.

But the offshore sector is not alone in this situation 
as the big liner companies become increasingly 
selective, with a large number of containerships, 
which fail to come up to expectations, condemned to 
a short life and a not very merry one.

Chilling tales
The Arctic was also the focus of deep distress when 
it was revealed that some blighter off one of those 
“expedition” cruise ships had shot a polar bear that 
was threatening to dine off some of the passengers.

“Conservationists” (is this not a word which causes 
the heart to sink?) were outraged, leading any 
reasonable person to conclude that they would much 
rather the passengers had been eaten, than the bear 
killed. My wife said it had a worrying resemblance 
to a former British foreign secretary, as it lay dead 
on the beach.

There was an immediate debate about whether 
these specialist cruise ships should be prohibited 
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from anywhere they might wish to cruise, led, of 
course by the sort of lunatics who want to see 
carnivores re-introduced to Northumberland 
forests. I don’t believe there are any plans to 
re-wild Scottish glens with polar bears, as they 
would probably eat the reintroduced wolves, but 
you never know.

Another threatened species, along with polar 
bears, wolves and shipbrokers, the latter being, not 
for the first time, menaced by technology, are 
ships’ agents.

The traditional role of the ship’s “Mr Fixit” suffers 
from fewer demands upon the agent’s services, 
agents simultaneously acting for the owner and 
charterer (which inevitably leaves the ship 
disadvantaged), and shorter port stays.

There is probably an agency “app” for charterers’ 
smartphones available that will claim to provide a 
complete service at the touch of a button.

It is difficult to conceive of a device which will spring 
the boatswain from gaol, fix the master’s toothache, 
pay off three able seamen and sort out the need for 
fresh veg, the delivery of half a tonne of engine room 
spares and 2,000 tonnes of bunkers. The 
technologists will surely be working on providing 
this and more.

But who was not enthused by the linkage between 
Wilhelmsen Ship Services and Airbus Industries to 
provide an unmanned drone operation for ships 
waiting off Singapore, whose port authority is 
enthusiastic about the idea?

I imagined a sort of civilian Reaper with a spare 
turbocharger slung underneath it, but it is probably 
a bit more modest, transporting small parcels and 
that missing chart for ships just pausing awhile.

It will be cheaper and quicker than a launch, we are 
told, although it won’t be much use for the captain 
who wants a quick game of golf.

Throughput figures show pressures 
on European box ports
FIGURES released this week by Hamburg and 
Gothenburg ports show that containerised freight 
volume growth at northern European ports is 
stagnant or shrinking.

During the first six months of the year, Gothenburg 
reported a 19% increase in throughput, from 
318,000 teu in the first half of 2017 to 378,000 teu 
in the current reporting period.

But that growth is off the back of a low base brought 
about by industrial action at the terminal that saw 
annual volumes fall by a fifth last year. While full-
year volumes could conceivably be better than last 
year’s, the port would have to handle more than 
420,000 teu in the second half of the year to match 
its 2016 throughput.

“Although the container terminal has gone through 
a very testing period, the situation is looking 
brighter, with customers and volumes making a 
welcome return and with several new productivity 
records during the past six months,” said 
Gothenburg Port Authority chief executive Magnus 
Kårestedt. While the trend is positive, the segment 
still has a long way to go before it is back where it 
ought to be.”

The industrial action, which saw the Swedish 
Dockworkers’ Union and terminal operator APM 
Terminals Gothenburg in dispute over working 
conditions, had affected volumes for 2016, although 
the repercussions were greatest in 2017. Last year, 
Mr Kårestedt said the constant threat of industrial 
action hanging over the container terminal meant 
cargo owners would not return without a long-term 
solution that would ensure reliable freight handling.

Moreover, Gothenburg then lost calls from long-time 
customer Atlantic Container Line, which cited poor 
productivity at the port, inflexible berth availability 
and steadily rising costs as the factors that finally 
persuaded the line to drop direct calls in Sweden 
from its 2018 schedule.

While Gothenburg’s fate may be specific to its own 
set of problems, further south in Hamburg, 
container volumes in the first half fell 2.7% to 4.3m 
teu as the number of empties being handled dropped 
by more than 15%. But even the number of loaded 
containers slipped by 0.6%.

Hamburg blamed the fall in container traffic on 
lower transhipment, primarily on feeder services to 
the Baltic, which fell by 4.4%.

ANALYSIS
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“Transhipment performance, or its share of total 
container handling, may have dropped in the first 
half by comparison with the previous year by 0.7 
percentage points to 37.9%,” said Port of Hamburg 
Marketing joint chief executive Ingo Egloff. At the 
same time, however, the Port of Hamburg 
consolidated its position as the hub for freight 
bound for the Hamburg metropolitan region or 
originating there.”

Co-chief executive Axel Mattern said that 
Hamburg’s share of loaded container traffic 

remained stable in a “tough environment”.

“Against the background of the still outstanding 
adjustment of the fairway on the Lower and Outer 
Elbe, it is understandable that shipping companies 
should utilise slot capacities on mega-
containerships calling at Hamburg primarily for 
loaded boxes,” Mr Mattern said. “Unlike cargo 
bound for the local region and loaded boxes, 
transhipment cargo and empty containers are less 
tied to specific ports.”

Tanker upside expected
FREIGHT earnings for both crude and product 
tankers are expected to recover from the multi-year 
lows seen earlier this year, though overall 2018 will 
still be a loss-making year, according to shipping 
association BIMCO.

Fleet growth is decelerating, due to increased levels 
of scrapping, which should undoubtedly lead to 
improved rates, said BIMCO’s chief shipping analyst 
Peter Sand.

However, he does not anticipate the return of rates 
of $50,000 per day for very large crude carriers 
anytime soon. VLCC rates are currently around 
$20,000 per day.

According to Clarksons, tanker deliveries this year 
have amounted to 189 vessels for a total of 19m dwt, 
versus 335 units for 38m dwt delivered in 2017, 
while 126 carriers were sold for scrap, up from 102 
in 2017.

Tanker giant Frontline said it was also positive about 
a recovery for similar reasons.

In a quarterly report it said: “Consistently high scrap 
prices, combined with a very weak freight market, 
have compelled owners of older tonnage to dispose 
of their vessels at a near record pace. If the pace of 
scrapping continues, we estimate that the global 
VLCC fleet will see negative growth in 2018.”

It is also likely a number of newbuildings scheduled 
for delivery this year will be delayed to 2019, the 
company said.

“Despite the current weak rate environment, we 
believe cyclical changes are underway and as a 
result we are increasingly optimistic on tanker 
rates,” it said, adding that it expected growth in US 
oil exports as well as increased output from the 
Organization of the Petroleum Exporting Countries.

“Crude oil demand remains strong, and the end of 
the inventory draw cycle that has been the focus 
over the last several quarters seems increasingly 
inevitable,” it concluded.

However, cargo flows might be altered by political 
factors.

Arctic Securities said in a note on Wednesday that 
exports of crude oil from Iran could be hit if the US 
goes ahead with renewed sanctions in November. It 
predicts that exports to countries in the 
Organization for Economic Co-operation and 
Development could fall to almost nothing, which 
would translate to a loss of 1m bpd.

But volumes from the Middle East Gulf could rise, 
with Iraqi exports heading for a new record in 
August, of 3.7m bpd, Arctic said.

Cascading opens new trade lanes 
for mid-range containerships
MAERSK has made much of its record-breaking 
loading of over 19,000 teu onto its 20,568 teu 
Mumbai Maersk at Tanjung Pelepas in Malaysia over 

the weekend, and while the figure is an arbitrary 
number, it does confirm the scale of capacity being 
utilised on the Asia-Europe trade lane.

MARKETS
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Vessels in the 12,000 teu-15,000 teu capacity range 
were once the largest on the Asia-Europe trade, but 
these have since been dwarfed by the latest 
generation of ultra-large containerships, which have 
now breached the 20,000 teu barrier, and have 
found themselves redeployed from the main lane 
trades they used to serve.

When first introduced in 2009, 12,000+ teu ships 
were exclusively utilised on the Asia-Europe trade 
where their capacity helped lower slot costs and the 
deepwater terminals of northern Europe could work 
them.

But with the introduction of ever larger container 
ships, what were once the giants have become 
mid-range, and have been redeployed as they are 
cascaded off the Asia-Europe loops by their even 
more cost-effective successors, according to a new 
report from Clarksons.

“The deployment profile of 12,000 teu-14,999 teu 
boxships has widened significantly since units of 
this size were first introduced on the Asia-Europe 
trade nearly 10 years ago, and now includes a 
number of non-main lane routes,” Clarksons said.

While units of 12,000 teu-15,000 teu remained 
exclusively deployed on the Asia- Europe trade up 
until 2012, the ongoing trend of upsizing on the 
Asia- Europe route, which is now serviced by 
vessels of up to 22,000 teu, alongside rapid growth 
in container trade on a number of non-mainlane 
trades in recent years, had supported a broadening 
in the deployment profile of these ships, Clarskson 
said.

Vessels in this size range account for only 60% of 
vessels deployed on Asia-Europe and the 
transpacific trade has picked up the slack as carriers 

have increased the capacity of vessels on the east 
bound US trades.

“The transpacific trade is now the second largest 
route for 12,000 teu-14,999 teu ships, serviced by 51 
units at start August 2018, up from just one at start 
2016,” Clarksons said. “Since April 2017, this has 
also included some ships deployed on the Asia-US 
east coast via Panama route.”

Another 30 units are now deployed on non-mainlane 
east-west routes, and 13 on north-south trades from 
Asia to Latin America and Sub-Saharan Africa.

“Rapid trade growth on these routes has encouraged 
upsizing, further widening 12,000 teu-14,999 teu 
deployment opportunities,” Clarksons said.

Moreover, the flexibility of this mid-range of 
containership has supported newbuilding interest, 
Clarksons added. Nine ships had been confirmed 
ordered in 2018, following 10 units per year over 
2016-2017.

“At the start of August, the sector’s orderbook was 
equivalent to 20% of its fleet capacity and 25% of the 
total boxship orderbook,” Clarksons said. 
“Furthermore, this flexibility has potentially made 
units in the sector more attractive to charter owners, 
who have accounted for 14 of the 19 contracts of 
12,000 teu-14,999 teu since the start of 2017.”

It added that with fleet capacity growth in the 
15,000+ teu boxship sector expected to continue at a 
rapid pace in the coming years, this may prove to be 
a helpful development for operators seeking to 
manage their deployed capacity through ‘cascading’ 
units off the main lane trades, as deployment 
opportunities for units sub-15,000 teu boxships 
continue to broaden.

IN OTHER NEWS
Sunrui wins more ballast water 
treatment system orders
SUNRUI Marine Environment 
Engineering Co has won orders to 
retrofit 22 vessels for two 
Singapore-based shipping firms 
with its ballast water treatment 
system.

The contracts, worth nearly 
Yuan100m ($14.6m), were signed 
with Eastern Pacific Shipping and 
Raffles, according to a release 
from the Chinese manufacturer.

A Sunrui official told Lloyd’s List 
that the two owners would fit the 
devices to 17 and five of the 
companies’ vessels, respectively, 
while delivery is scheduled by 
2021.

Hoegh LNG sees second quarter profit 
plunge
HOEGH LNG Partners has 
reported weaker results for the 
second quarter of 2018 partly due 
to lower demand for liquefied 
natural gas through floating 

storage units in the first half of 
the year.

The Oslo-listed company 
recorded net profits of $7.8m 
in the April to June period as 
compared with $8.5m achieved 
in the same period a year 
ago.

However, revenue for the quarter 
was up more than 7% year-on-
year to $75.7m owing to higher 
earnings contributions from 
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Hoegh Giant and fewer off-hire 
days.

Maersk vessel records ‘highest load’
MAERSK has announced that one 
of its vessels has set a world 
record for the highest-ever load.

The 2018-built Mumbai Maersk 
surpassed the 19,000 teu mark at 
the weekend.

The second generation Triple-E 
class vessel was loaded with 
19,038-teu of containers, setting 
sail from Malaysia’s Tanjung 
Pelepas port for Rottendam, 
where it is due to arrive on 
September 5, the company said.

Euronav sells 20-year-old suezmax 
amid fleet renewal
EURONAV, the world’s largest 
crude shipping firm by carrying 
capacity, has sold a 1998-built 
suezmax vessel as part of its 
fleet renewal.

The 146,640 dwt Cap Romuald 
was sold for $10.6m and 
delivered to an unidentified buyer 
in recent days, according to a 
company statement.

The sale price is similar to 
VesselsValue’s assessment of its 

valuation as of Thursday. 
Euronav will book a gain of $9m 
from the sale for this quarter.

Teekay LNG aims to raise $102m in 
bond sale
TEEKAY LNG Partners, the gas 
shipping unit of Teekay Corp, said 
it would raise NKr850m ($101.7m) 
via a bond sale in Oslo to 
refinance existing bonds and for 
other general corporate 
purposes.

The new bond issuance, which 
the New York-listed master 
limited partnership said was 
oversubscribed, will see all 
payments swapped into a US 
dollar fixed-rate coupon of 7.89%, 
according a statement.

The offering will close on 
August 29, subject to customary 
closing conditions. Teekay LNG 
will apply for listing of the new 
bonds on the Oslo Stock 
Exchange.

BW Tankers says chief executive 
Revsbech has left ‘amicably’
BW Tankers chief executive Tina 
Revsbech has left the company, 
which has named Carsten 
Mortensen as acting chief 
executive.

BW Tankers said it and Ms 
Revsbech “parted ways very 
amicably”.

“We are grateful for her 
leadership when she was with us. 
Her contributions will continue to 
be felt and appreciated for a long 
time,” the company said in an 
email.

CSIC appoints successor of detained 
general manager
CHINA Shipbuilding Industry 
Corp has appointed its new 
general manager to replace Sun 
Bo who was taken away by the 
country’s anti-graft authorities in 
June.

Wu Yongjie, former deputy 
general manager of China State 
Shipbuilding Corp, has now 
become the second-in-command 
to CSIC chairman Hu Weimin.

Mr Wu had been in CSSC since 
1985 before he was promoted to 
the deputy general manager role 
in December 2012. The 56-year 
old holds a Bachelor of 
Engineering degree from China’s 
Tsinghua University.

For classified notices please view the next page.
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