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Scrubber providers try to 
downplay impact of Singapore 
ban

TWO OF THE world’s largest scrubber suppliers say they are not 
concerned by Singapore’s decision to ban open-loop scrubbers, 
predicting that interested and invested owners will simply convert or 
install hybrid systems instead.

Singapore, which has one of the busiest ports in the world, announced 
last week it is banning open-loop scrubbers in the port to prevent the 
pollution of its waters, ahead of the 2020 sulphur cap.

Open-loop scrubbers are a contentious technology, especially amid a 
lack of widely accepted scientific evidence that can disprove concerns 
some have about their effects on the ocean.

Wärtsilä director for exhaust treatment Jan Othman said the company 
was surprised by Singapore’s decision because it was unaware it was an 
issue.

Nonetheless, he asserted that while it is too early to tell what kind of 
effect it would have on the scrubber market, and open-loop scrubbers 
in particular, if more jurisdictions follow Singapore’s footsteps, open-
loop scrubbers may be rendered unattractive.

He believes that in those circumstances, shipowners would go for the 
hybrid scrubber systems, either through conversion or installation.

Yara Marine Technologies chief sales and marketing officer Kai Latun 
also argued that owners with solid business cases for the use of 
scrubbers and heavy fuel oil, will adopt hybrid systems to deal with 
regions where open loop scrubbers are banned.
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Scrubber investment decisions are driven by the 
anticipated price differential between heavy fuel oil 
and compliant fuels, he noted.

“I do not think it means very much to us as such. It 
can have some impact, but it would not be negative, I 
think. I do not think the market would be smaller,” 
he said.

The problem, according to Mr Latun, will be for 
shipowners who may have to deal with varying rules 
in different regions if more jurisdictions introduce 
their own bans.

Closed-loop scrubbers are generally more expensive 
than open-loop ones.

The conversion process from an open-loop to a 
hybrid, according to Mr Othman, can be completed 
in one to two weeks and the vessel does not have to 
be dry docked.

The new equipment alone however, costs between 
€300,000 ($341,583) and €500,000, he said.

About 50% of Wärtsilä’s scrubber orders are open-
loop or open-loop hybrid-ready systems.

Mr Othman did not reveal how many scrubber 
orders the company has in the bag, but he did say 
that container owners have been contracting for 
hybrid systems to a larger extent when compared 
with tanker and bulker owners. The majority of 
cruise, ferry and and ro pax owners are opting for a 
hybrid system, he added.

While the International Maritime Organization has 
approved the system as a compliance mechanism for 
the 2020 cap, and there are a few studies conducted 
on their effect, available data has left much to be 
desired and has proven insufficient in convincing 
sceptics.

Opponents of open-loop scrubbers often plainly 
describe them as a system that cleans the air at the 
expense of the ocean by dumping sulphur and waste 
into the sea.

Proponents rebuff by saying proof of environmental 
damage is lacking and the dumped sulphur is 

transformed into sulphates, which the ocean is 
already full off.

Mr Othman said Wärtsilä’s scrubbers are in 
compliance with IMO regulations, which he said are 
based on scientific evaluation of environmental 
impacts and have sanctioned these abatement 
systems as an appropriate piece of equipment.

Mr Latum acknowledged scrubbers are not the 
panacea and that some of the materials from the 
ships will be washed with the wash water into the 
sea.

“But does that really damage the marine 
environment? I do not know. Nobody knows,” he 
said.

Mr Latun said he respects and understands 
Singapore’s decision, labelling it as a “better safe 
than sorry” approach, rather than a science-based 
one.

He countered, though, by arguing that engineers 
cannot guarantee a bridge will not collapse either; 
there is still a certain a risk, but people use it.

Mr Latun also conceded that in a small very small 
port basin with limited access to open seas it could 
be rational to expect wash water discharges will be 
an environmental problem.

“But generally speaking I do not see that this issue, 
about the discharge from scrubbers, to be 
detrimental to the environment. I do not see that as 
properly documented,” he said.

Furthermore, for Mr Latun, the scrubber debate 
ignores side effects of other 2020 compliance options.

Mr Latun claimed that burning compliant fuels 
leads to greater carbon emissions than burning 
heavy fuel oil with scrubbers does.

The dichotomy between the battles against sulphur 
and greenhouse gas emissions is not a new issue.

As the IMO forces through the red-tape demands of 
its decarbonisation strategy, new technologies and 
fuels that can reconcile the conflict will be needed.
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THE use of Lloyd’s Open Form contracts has 
diminished and is unlikely to ever return to historic 
levels, according to the International Salvage Union.

It says the salvage industry must avoid “clinging to 
the past”.

Speaking in London, union president Charo Coll 
said the organisation had decided to change its 
public stance and recognise publicly that the 
traditional model of ‘tugs on station’ cannot properly 
sustain the salvage business any longer.

“Competitive pressure has led to the use of 
alternative contracts not intended for emergency 
situations that need immediate assistance,” she said. 
“But we must not simply complain and wish the 
world was different. We need to accept the reality of 
different ways of working and co-operate with 
owners and underwriters to provide services in 
mutually beneficial ways.”

The ISU would continue to promote unamended LOF 
contracts, but accepted that their use had diminished 
and was unlikely to return to historic levels.

Instead, it would focus on what the roles its 
members played in shipping, which often went 
unnoticed, Ms Coll said.

“Our members are the first — and often the only 
— line of defence against substantial marine 

pollutions. Last year our members provided services 
to vessels carrying more than 3.4m tonnes of 
potentially polluting cargoes.”

While conceding the pressures on shipowners 
working in difficult market conditions for many 
years, and acknowledging that the property 
insurance market, particularly the hull market, had 
suffered, Ms Coll insisted that the shipping and 
insurance markets must recognise the need to 
provide sufficient remuneration to encourage 
investment in vessels, equipment and the 
development of qualified staff in order to continue to 
provide an essential global emergency response 
capability.

“ISU is not making a radical change but is seeking a 
shift in its message, with less emphasis on LOF and 
more emphasis on the wider work and benefits of a 
properly funded, innovative and motivated salvage 
industry,” she said.

Despite the downturn in LOF awards, Ms Coll said 
there was still much to be positive about for salvors.

“It is not possible to envisage the shipping business 
without some provision of salvage, wreck removal 
and associated activities,” she said. “There is a need 
for ISU members’ services and that will continue 
and we are positive about the value of our 
contribution to shipping and the wider economy and 
environment.”

WHAT TO WATCH

Salvage must avoid clinging to the past 
with LOF

Top 10 in marine insurance
As part of our 2018 Top 100 most influential people 
in shipping series we look at the very best global 
insurance power-brokers. Following a difficult year, 
there are six new faces making their mark.

(1) Marcus Baker, head of global marine, Marsh
MARCUS Baker has long been a fixture on the
Lloyd’s List marine insurance Top 10s as head of
marine at one of the giant brokers.

The recent acquisition of rival Jardine Lloyd 
Thompson by Marsh’s parent company Marsh & 
McLennan Companies will surely cement his 
position, given JLT’s substantial position in marine.

Mr Baker has been keen to ensure Marsh is seen as a 
thought leader in the niche. The reports it publishes 
each year on the big issues of the moment are 
required reading.

(2) Richard Turner, chief executive, RSA
Luxembourg and president of IUMI
RICHARD Turner already has a big league day job
as global head of marine at RSA Group, a
multinational general insurance company
headquartered in London.

However, he enters the Top 10 on the back of his 
election as president of the International Union of 
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Marine Insurance at that organisation’s conference 
in Cape Town in September.

An industry veteran of 35 years’ standing, Mr Turner 
has largely specialised in marine, starting out as a 
hull underwriter before running RSA’s marine 
market operations, first in London, then in Europe 
and ultimately worldwide.

Last year, he was appointed managing director of 
RSA’s global speciality business in Europe, 
relocating to the Grand Duchy for the job.

Mr Turner replaces Munich Re’s Dieter Berg, both as 
IUMI president and on this list.

(3) Hélène Stanway, digital leader, XL Catlin
INSURTECH has clearly been the marine insurance
story of the year, after Insurwave — billed as the
world’s first blockchain platform for marine
insurance use — entered commercial operation.

Among the users is XL Catlin, where Hélène 
Stanway has attracted attention for her sound grasp 
of all things digital.

Her expertise stretches beyond blockchain into 
areas such as artificial intelligence, the Internet of 
Things, virtual reality and robotic process 
automation.

Ms Stanway has seen the future — and hopefully, it 
works.

(4) Helle Hammer, managing director, Cefor
CEFOR, the Nordic Association of Marine Insurers,
is the main representative body for what is the
largest single marine market outside London. Helle
Hammer has been running the show since 2007.

Her CV includes early jobs in politics and the civil 
service, and a stint working in Houston for a state-
owned investment institution.

Shipping posts have included various roles at the 
Norwegian Shipowners’ Association, Det Norske 
Veritas and Oslo’s prestigious Shippingklubben 
shipping club. Ms Hammer is also active in IUMI.

(5) Nick Shaw, incoming chief executive,
International Group
IT’S all change in the world of marine insurance
trade associations. Not only has Richard Turner
replaced Dieter Berg at IUMI, but industry veteran
Andrew Bardot is due to step down at the
International Group of P&I Clubs, handing over to
Nick Shaw.

Like Mr Bardot, Mr Shaw is a lawyer and joins from 
Reed Smith, where he was group industry leader.

He has worked with a number of IG-affiliated clubs 
in his career, with extensive experience of P&I and 
defence claims.

(6) Paul Newton, head of London marine hull and
liability underwriting, AXA XL, and chair of the
Joint Hull Committee
ANOTHER of this year’s new arrivals in senior
industry positions is three-decade marine insurance
veteran Paul Newton, head of London marine hull
and liability underwriting at AXA XL.

Mr Newton has succeeded the highly influential 
Peter Townsend as chair of the Joint Hull 
Committee, and already holds the same position at 
the Marine Technical Committee of the 
International Underwriting Association. He is also a 
member of the Joint War Committee.

Comprising underwriting representatives from both 
the Lloyd’s and IUA company markets, JHC 
represents the interests of those who write marine 
hull business in the London market.

(7) Lucy Clarke, global chief executive, JLT Specialty
AFTER 16 years with Jardine Lloyd Thompson,
Lucy Clarke was appointed to global chief executive
of JLT Specialty in April this year. She remains chief
executive of its marine and energy teams, and chair
of northern Europe.

Ms Clarke, raised in the US, is arguably the most 
important woman in marine broking.

(8) Hans-Christoph Enge, managing partner,
Lampe & Schwartze
MARINE insurance is not entirely a London and
Asian affair. While the continental European market
typically does not attract much media coverage, it is
an important component of the bigger picture.

Bremen-based Lampe & Schwartze is almost 
certainly the main provider cover to German 
owners, and probably one of the most important 
players in all of Europe, according to our German 
sources. Mr Enge owns the firm.

(9) Philip Sandle, head of liability, Beazley
PROFESSIONAL peers are the ultimate judges of
how well you do what you do, and Philip Sandle
passes that test, being the only marine specialist to
make it into the top 10 of the most recent
Gracechurch survey of underwriters across all
disciplines, out of 800 nominations.
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Mr Sandle has been with Beazley, in his current 
capacity, since 2103. He is also a member of the 
Joint Liability Committee at Lloyd’s.

(10) Gavin Wall, underwriter, Ascot
ASCOT’S Gavin Wall started in insurance in 2003
with his current employers, and has since risen to

become one of the most highly regarded 
underwriters specialising in cargo.

He is also a member of the Joint Cargo Committee, 
which represents the interests of cargo underwriters 
in London.

HMM in talks to become new alliance member
HYUNDAI Merchant Marine is in talks with two 
east-west carrier alliances over becoming a 
prospective partner upon the delivery of its ultra 
large containerships

The South Korean carrier is currently tied to the 2M 
alliance, operated by the world’s two largest lines, 
Maersk Line and Mediterranean Shipping Co, on the 
Asia-Europe and transpacific lanes, under a 
‘strategic co-operation’.

However, HMM is not a full alliance member and 
only has access to the consortium’s network through 
a combination of slot exchanges and purchases. 
Maersk Line and MSC also took over several 
charters and operations assigned to HMM as part of 
the agreement.

It joined the 2M partnership in 2017 and started in 
April that year with a three-year maturity and 
option to extend.

In 2020, when HMM’s initial 2M partnership ends, 
the Korean carrier will begin to take delivery of its 
20-strong newbuilding programme, which includes
a dozen 23,000 teu ULCs.

Their size dictates that they will be deployed on the 
Asia-Europe trade.

Achieving the economies of scale the company is 
after under its ‘Capacity of 1 Million teu’ strategy will 

require a renewed membership, either with or 
without 2M.

According to an Ocean Alliance source, HMM is 
exploring all possibilities negotiating with its own 
consortium, comprising CMA CGM, Cosco and 
OOCL, and The Alliance.

The Alliance is operated by Japanese carrier Ocean 
Network Express alongside Hapag-Lloyd and Yang 
Ming.

“HMM has been discussing with both Ocean 
Alliance and The Alliance for a while. With the 20 
mega ship orders, the Koreans now think they have 
the competence to switch partnership,” a source 
said.

Another source with Ocean Alliance ties told Lloyd’s 
List that a partnership with HMM was “possible”, 
however, the carrier would remain “on the outside” 
in a similar vein to its 2M relationship.

HMM told Lloyd’s List that up until now nothing has 
been decided regarding its alliance future and that it 
maintains a good relationship with the 2M carriers.

At the time of writing MSC had still to respond to a 
request for comment, while Maersk Line declined to 
comment on HMM’s future involvement with 2M 
other than to say it is “still very pleased to have 
entered into this strategic co-operation”.

MAERSK has dismissed claims that its decision hold 
off on acquiring new tonnage marks a loss of market 
share, and would rather focus on utilisation of 
existing capacity as a mark of success.

A recent report from Alphaliner noted that Maersk’s 
share of global container shipping capacity had 

shrunk by 1.5% over the past 12 months, and that 
rival carriers had gained ground since Maersk’s 
acquisition of Hamburg Süd in December 2018.

“Total capacity operated by Maersk Line and its 
sister companies within the AP Moller-Maersk 
Group declined by 2.6% to 4.02m teu, compared to 

OPINION

Maersk to focus on utilisation 
rather than scale
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4.11m teu a year ago,” Alphaliner said. “During the 
same period, global capacity increased by 6% to 
22.69m teu.”

Maersk chief operating officer Søren Toft told Lloyd’s 
List that the problem was with the definition.

“People define market share based on capacity,” Mr 
Toft said in an interview. “If I were to successfully 
solve that equation I would be the worst utilised 
shipping line in the industry.”

When Maersk took over Hamburg Süd it acquired a 
fleet of 110 containerships, Mr Toft said.

“Obviously, a major part of the synergies are that we 
can move the Hamburg Süd volumes not on 110 
ships but maybe on 20, 30 or 40 ships less. That is 
what is playing out now.”

Moreover, it would be “overly ambitious” to think 
that Maersk could take over another line and grow 
above the rate of market growth in the same year, he 
added.

“If we start defining the size of the players based on 
capacity only, we are misrepresenting what the 
essence of shipping is all about,” he said. “If you look 
further down the numbers into the margins, you can 
see that Hamburg Süd and Maersk grew our freight 
rates higher than the average for the industry, so in 

the third quarter we also focused on restoring 
profitability more than just growing the last few 
thousand teu.”

Nevertheless, the scale equation was part of how 
Maersk could compete, Mr Toft said.

“I think that we need to look at the fact that even 
though we improved profitability in the third 
quarter, the industry’s profitability is still very poor. 
At Maersk, even as the largest carrier, we are not 
satisfied yet. We are satisfied with the progression 
but not with the absolute numbers.”

Improving this would require achieving higher 
utilisation of its existing ships rather than simply 
acquiring more tonnage.

“We don’t disclose our utilisation rates by quarter, 
but what I can tell you is that if you’re in the 70% 
range, you are in trouble,” Mr Toft said. “We now 
have a great base from what we have built with the 
acquisition of Hamburg Süd, and that means we can 
now afford to look forward both strategically, 
building our logistics and services, and growing the 
liner side and improving our margins.”

Despite the change in Maersk’s share of capacity, it 
still remains by some margin the largest carrier, 
with its nearest rival, Mediterranean Shipping Co, 
controlling an existing fleet of 3.3m teu.

Lloyd’s List Outlook 2019: Crude tankers
GEOPOLITICAL instability clouds any outlook, and 
the oil price is volatile. As a result, many underlying 
fundamentals are not supportive: US sanctions on 
Iranian crude, the China-US trade war, and political 
instability in Libya and Venezuela amid ebbing 
world economic confidence can all impact demand 
for oil and thus influence global energy flows.

After reaching four-year highs in September, oil 
prices fell ahead of US mid-term elections as 
indicators pointed to a global economic slowdown 
and currencies weakened in emerging markets. 
Should crude prices rise again, demand destruction 
will be most acutely felt in countries already 
battered by currency devaluations, including India.

On the other hand, the supply of newbuilding tanker 
orders is easing, suggesting the glut of vessels that 
has depressed rates and offset demand growth and 
tonne-mile gains may not weigh as heavily on the 

global fleet. Scrapping over 2018 has accelerated. 
The market is now looking for very large crude 
carriers to lead the way for the crude sector to leave 
the depressed conditions of 2018 behind it.

The US resumption of sanctions against Iran kicked 
in on November 5. Iranian crude and condensate 
shipments were already contracting well before this 
date, reaching about 1.8m barrels per day in October, 
from monthly levels as high as 2.5m bpd earlier in 
2018. How much further exports will shrink is not 
clear, but a figure of 1m bpd-1.4m bpd is likely in 
coming months, and perhaps even lower if the US 
administration succeeds in its ‘zero’ approach.

Shipments will now be limited to Iranian-owned 
National Iranian Tanker Co (NITC) tankers, mostly 
VLCCs and suezmaxes. Several of these VLCCs have 
been seen storing condensate off the Iranian and 
United Arab Emirates coasts in past months, 

ANALYSIS
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suggesting floating storage numbers will likely rise 
as sanctions bite. This is positive for VLCCs, 
removing vessels from the spot market. NITC has 
had between 20 to 30 of its fleet of 47 tankers in 
floating storage when European and US sanctions 
were last imposed from 2013 to 2015.

Middle East Gulf producers and Russia have stepped 
up to replace lost Iranian barrels. This is likely to 
render neutral any impact on demand for tankers 
over the next quarter, given the call on tonne-miles. 
A drop of 500,000 bpd in Iranian exports equates to 
about seven fewer VLCCs loading there each month. 
Iranian sanctions are generally viewed as positive 
for tankers.

Reshaping global crude oil flows
However, the most positive factor for crude tankers 
through early 2019 will be the continued rapid 
evolution of the US crude export market, which has 
already lent critical support to VLCCs and 
suezmaxes in 2018. This development is reshaping 
global crude flows and providing additional earning 
opportunities with triangulated trades. Asian 
refiners have boosted purchases of US crude in the 
past nine months, and this will continue, although 
the level of Chinese imports is uncertain.

The pace of monthly exports from the US Gulf has 
reached as high as 2m bpd and should remain 
around 1.6m bpd-1.8m bpd over the outlook period. 
The key to reaching the upper limit of these volumes 
is the spread between the price of Cushing-based 
West Texas Intermediate crude and Brent. Capacity 
constraints on getting the light sweet crude from 
fields to the US Gulf for export support WTI’s 
discount to Brent. When the spread has widened to 
around $10 per barrel or above, exports have surged 
to 2m bpd as arbitrage opportunities in Europe 
open, and Asian suppliers buy cheap crude.

With a six-week sailing period, the latter market has 
boosted tonne-mile demand for the VLCC market. 
China emerged in the first half of 2018 as the 
second-biggest buyer of US crude after Canada. This 
dramatically reversed over October, when imports 
ceased. No VLCCs laden with US crude called that 
month, down from the three to four each month 
seen over 2018’s first half.

Although South Korea, India and other Pacific basin 
countries have so far filled the gap, any global 
economic slowdown may curtail this lucrative 
employment of VLCCs for owners and operators.

That said, Brazil-China crude flows have gained in 
the final quarter of 2018 and this is expected to 

continue into early 2019 amid continued China-US 
trading hostility. These voyages help to offset any 
drop in tonne-mile demand from falling US Gulf-
China volumes.

Chinese seaborne crude imports likely surged to a 
record in October, averaging just over 9m bpd in the 
first seven months of 2018, according to Joint 
Organisation Data Initiative statistics.

Along with India, China is expected to account for 
640,000 bpd of the 1.5m bpd of global crude 
demand growth in 2019, according to the 
International Energy Agency.

However, bearish economic indicators in both 
countries’ economies will test the resilience of recent 
gains in spot rates for the crude tanker fleet. If 
economic indicators are revised lower in the new 
year, this will be reflected in smaller gains in 
volumes of crude shipped by sea, lowering utilisation 
and tonne-mile growth.

Floating storage ruled out
Aside from Iranian crude or condensate, the oil 
market offers little employment support for floating 
storage for early 2019.

Storage of refined products and crude on VLCCs and 
aframax vessels temporarily sheltered owners from 
the dramatic rates collapse seen in the bulk carrier 
and containerships sectors in the post-recessionary 
environment of 2008-2010.  However, oil futures 
remain backwardated — the future price lower than 
the spot price — and have been since mid-2017.

Future prices need to be higher than the spot price 
— a contango structure — to provide any incentive 
for oil traders to use vessels for floating storage.

There is speculation that later in 2019, VLCCs may 
be employed for storing high-sulphur fuel oil ahead 
of the January 1, 2020 implementation of the 
sulphur cap on marine fuels.  Ships will be banned 
from using or carrying 3.5% sulphur bunkers unless 
there is a scrubber on board. Demand for HSFO is 
anticipated to plunge, along with the price, with 
storage of excess HSFO flagged if the economics 
support it. Such a development is unlikely in the first 
three months of 2019 but should not be ruled out.

Wildcards to watch include Libyan and Venezuelan 
crude exports. Venezuela has been circling the drain 
for most of 2018. Despite the oft-forecast collapse in 
exports, its state-run oil company PDVSA has 
managed to stave off any impending demise — for 
now. Shipments to markets in the US and Latin 
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America have fallen but cargoes to its economic 
benefactor China are still sailing, albeit at slightly 
reduced volumes.

Less than 1m bpd was tracked exported from 
Venezuela in October, a multi-year low, if not a 
record. From levels above 1.6m bpd-1.7m bpd in 
2016, exports have dropped to average about 1m 
bpd-1.3m bpd this year.

Although this meant fewer shorter-haul voyages 
from Venezuela on aframax vessels, an emerging US 
Gulf-Europe transatlantic route has compensated for 
this. Refineries in the 28 European Union countries 
began testing US crude grades towards the end of 
2017 and those in the UK, France, Italy and Spain 
have all begun receiving regular supplies on 
aframax and suezmax tankers.

Crude exports from the North African country of 
Libya topped 1m bpd in October, the highest seen in 
several years, supporting cross-Mediterranean rates.

But this market cannot be taken for granted as the 
political situation is highly volatile, with fighting 
factions ready to curb output at key producing fields. 
The precarious security situation means export 
volumes could be variable over coming months, 
providing no guarantee that that soaring rates for 
aframax tankers in the Mediterranean will be 
sustained.

West African crude exports provide the second-
largest market for suezmax tankers after the Middle 
East Gulf and prospects there appear stable. 
However, West Africa has not emerged as the winner 
in the US-China trade war that quickly displaced 
nascent US crude flows.

West Africa-China crude flows remain more or less 
unchanged for the final quarter of 2018 over the 
prior-year period. Instead, China is importing 
greater volumes of crude from the Middle East Gulf 
to meet demand growth, including grades from Iraq, 
Saudi Arabia and the UAE.

Some 32 VLCC orders have been placed at 
shipyards in 2018 but none since May, according to 
the Lloyd’s List Intelligence database. That’s less 
than the 42 placed in 2017. Still, that leaves the 
orderbook at 96 VLCCs and although deliveries will 
slow, the pace of removals will need to be 
maintained in order to prevent any return to a 
significant market oversupply and maintain the 
rates momentum.

Poor returns have encouraged owners of older 
tonnage to scrap their ships in 2018. Owners of 
older, fuel-inefficient tankers will have to consider 
whether to continue trading in a post 2020 
environment; high demolition rates may see 
decisions taken sooner rather than later. If so, that 
will offer support to freight rates.

QATAR’S withdrawal from the Organisation of the 
Petroleum Exporting Countries will have little 
effect on the tanker market because it is a 
marginal producer.

Opec said on Monday it has respected the 
emirate’s decision to leave the cartel in January, 
highlighting countries that have joined in recent 
years.

“Qatar is a marginal producer with very little 
excess capacity,” according to Arctic Securities. 
“Its leaving Opec unlikely to impact either oil or 
tanker market much.”

Energy consultants Wood Mackenzie said the 
news was not a surprise because the country, 

which has been a member of Opec for 57 years, 
has been focusing on increasing gas production.

It produced about 600,000 bpd of crude oil in 2017, 
Opec data shows. That is 2% of the group’s output.

“Qatar has minimal spare capacity so its exit won’t 
affect the volume of oil supply in the market 
during 2019 or risk Opec’s goal of reducing output 
next year,” said WoodMac’s vice-president for 
macro oils Ann-Louise Hittle.

“Rather than being a reaction to the 18-month 
long regional blockade against it, Qatar’s 
withdrawal is more likely a result of its effort to 
focus on its place as one of the world’s leading gas 
producers,” she said.

MARKETS

Qatar leaving Opec to have little impact 
on tanker market
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In addition, smaller nations within Opec have a 
relatively quiet role in the group’s decision making 
and Qatar may also see that it has less to gain 

from its membership now that it is not involved in 
the Gulf Co-operation Council, she added.

US-China tariff ceasefire to restore dry bulk 
trade flows
THE truce in the US-China trade war should help 
restore trade flows in the dry bulk market. However, 
all eyes are now on the pace of trade talks and how 
quickly the diplomatic de-escalation of tariffs can be 
translated into trade on the water.

The Americans have emphasised a 90-day timeline 
for resolution of significant issues in the 
relationship, but specific questions of timelines are 
yet to be clarified from either side.

What we do know is that in that time frame, the US 
will refrain from increasing tariffs on $200bn worth 
of goods from 10% to 25% on January 1 as promised 
earlier.

In exchange, the Chinese will make substantial 
purchases of agricultural produce, energy and other 
industrial goods.

Bets could easily be taken now on whether or not the 
markets will return to the exact same spot at the end 
of the 90-day hiatus.

But as things stand, the immediate restoration of 
grains and steel imports would induce longhaul 
shipments, which is likely to boost tonne-mile 
demand.

BIMCO’s chief shipping analyst Peter Sand said that 
there was almost no trade in agri bulks from the US 
to China — so any change to that, small or large, will 
be a move in the right direction.

China has switched its procurement of soyabeans 
away from the US due to the tariffs and has 
consolidated its dominance over Brazilian exports, 
displacing other buyers.

US Department of Agriculture data shows that the 
country’s exports of soyabeans fell 43% year on year 
to 11.9m tonnes as of November 22. That equates to 

a loss from the market of 122 panamax loads, or 183 
supramax loads.

If China re-open its doors now, which is almost the 
middle of the peak US exporting season, there would 
certainly be some benefit to the dry bulk market.

However, this decision comes just weeks after China 
built up a large soyabean stock, while at the same 
time its local demand has started to wain in the 
wake of an African swine fever epidemic spreading 
within the country’s significant pig industry.

“For the moment it looks as though effective demand 
generated for dry bulk vessels will take some time to 
seep through. With some slight benefits likely to be 
seen in mid late December,” Allied Shipbroking said 
in its latest report.

“Sentiment has taken a considerable hit and it looks 
as though it will take a fair bit of effort before we can 
see optimism re-emerge amongst most market 
participants.”

The optimistic tone struck by the two leaders is likely 
to reinstate US steel and aluminum imports from 
China, which have fallen as local production ramps 
up. That would provide employment to bulkers.

According to Stifel, the reduced US imports would 
have ripple effects throughout the supply chains, as 
not only would less steel and aluminum potentially 
be moved, but that would also mean not as much 
iron ore, coking coal, and bauxite shipments into 
exporters such as China and Japan.

Currently China imports a lot of coal from Indonesia, 
which is barely six days away, as against the US 
which is about 42 days away. If China starts 
importing from the US that could result in a huge 
tonne-mile increase in demand for dry bulk shipping, 
said Precious Shipping chief Khalid Hashim.

IN OTHER NEWS
Demand-side risks weigh on shipping, 
says Fitch
DEMAND risks continue to weigh 

on shipping, prompting Fitch 
Ratings to maintain a negative 
outlook for the sector in 2019.

“Demand-side risks, including 
protectionist measures and a 
slowdown in global economic 
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growth, especially in China, could 
undermine the increasing focus 
on capacity management,” said 
senior director Angelina Valavina.

“Disciplined capacity growth will 
have to replace opportunistic 
behaviour if sustainable rates are 
to be achieved in an environment 
of more subdued demand 
growth.”

CMA CGM and MSC justify bunker 
surcharges
CMA CGM and Mediterranean 
Shipping Co have revealed the 
mechanisms behind their 
respective bunker surcharges 
from the start of 2019.

With regulations imposed by the 
International Maritime 
Organization restricting a 

maximum sulphur content 
threshold of 0.5% for marine fuels 
from 2020, carriers want to share 
the burden of burning costlier 
low-sulphur fuels with customers 
via fuel surcharges.

CMA CGM and MSC announced 
in September they were to join 
Maersk Line in passing on the 
cost of compliance to shippers. 

For classified notices please view the next page.



Lloyd’s List | Daily Briefing Wednesday 5th December Page 11


