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Long Beach terminal attracts
over 50 potentlal bidders

LONG BEACH CONTAINER Terminal, which has been put up for sale
following Cosco Shipping’s takeover of Orient Overseas (International)
Ltd, has attracted interest from more than 50 potential bidders.

Most of the enquiries have come from financial firms such as
institutional investors, private equity, or pension funds, Lloyd’s List
understands.

Some terminal operators have also made approaches, but no ocean
carriers are thought to be among the suitors.

The Hong Kong group, which owns container line Orient Overseas
Container Line, has been developing LBCT by merging two piers in
Long Beach since 2012.

However, Cosco was ordered to dispose of the facility by the
Department of Homeland Security and the Justice Department, on the
advice of the Committee on Foreign Investment in the US, in order to
be granted clearance for the $6.3bn acquisition of OOIL.

The sale has to be completed by April 8, eight months after the
committee completed its paperwork surrounding the deal, although
the new owner would still have to be vetted by the US authorities for
security reasons.

If no suitable buyer is found by the deadline, an extension to the
timetable could be sought, although there is also the risk that the US
government could veto the whole transaction, according to one source.

In the meantime, legal ownership has been transferred to a trust that
is headed by a US national during the disposal process.
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JP Morgan has been appointed by OOIL to solicit
interest in the facility, which is the most technically
advanced in the US.

Information documents are now being circulated and
Lloyd’s List was told that 51 enquiries have been
received so far. That number is likely to be whittled
down next month to about 15 who will be given access
to confidential commercial information about LBCT
before deciding whether to submit formal offers.

LBCT'’s assets are said to be worth about $1.7bn,
although the successful bidder will have to commit
to finishing the huge infrastructure project. The new
owner will take over the 40-year, $4.6bn lease that
OOIL signed with the Port of Long Beach in 2012.

The first phase of LBCT opened in 2016 and the
facility has a current capacity of about 2m teu per
annum.

When it is completed in 2022, it will be able to
handle 3.3m teu a year and will cover 304 acres.

It is one of only a handful of terminals in the LA/
Long Beach port complex able to berth the world’s
largest containerships, although these are not yet
deployed on the Pacific, with 14,000 teu-15,000 ten
vessels the biggest in regular service right now. But
should they be built and be deployed in the Asia-US
trades, ships of up to 24,000 teu could dock at LBCT.

Although Cosco Shipping must sell the LBCT lease,
it has interests in two other facilities in the San
Pedro bay complex, West Basin Container Terminal
in LA, and Pier J in Long Beach, where its alliance
partner CMA CGM has a 10% stake.

Twelve months ago, CMA CGM sold a 90% holding
in its Global Gateway South terminal in LA to the
Scandinavian private equity firm EQT
Infrastructure III and its partner P5 infrastructure.
The French line had acquired the terminal, along
with other port interests, when it bought Neptune
Orient Lines and its liner shipping arm APL in
mid-2016.

Despite the late-2018 surge in cargo through the two
ports as shippers and forwarders raced to beat the
date for the imposition of a fresh round of tariffs,
there is underlying surplus capacity across the 13
container terminals in LA and Long Beach.
Furthermore, most are already controlled by ocean
carriers, making the likelihood of a container line
buying LBCT fairly remote.

The Ocean Alliance of Cosco Shipping, OOCL, CMA
CGM, and Evergreen has the largest share of the
transpacific container trades, at almost 40%. But
there is no guarantee that all their combined
volumes will be handled by LBCT, since both CMA
CGM and Evergreen have commitments elsewhere
in the San Pedro complex, as does Cosco.

Potential bidders include Blackstone Group, KKR &
Co, EQT and Macquarie from the financial
community, and possibly SSA Marine and Ports
America from the ports sector, according to industry
sources.

Cosco completed the takeover of OOIL in July,
making it the world’s third-largest containership
operator behind Maersk and Mediterranean
Shipping Company.

WHAT TO WATCH

DP World unvelils ‘revolutionary’

box storage system

DP WORLD has revealed plans to introduce a new
container storage system at its flagship Dubai facility
that it claims will revolutionise container handling
by tripling yard capacity.

Under a joint venture with SMS Group, a German
construction and engineering specialist in the steel
and nonferrous metals industry, the Dubai-based
operator plans to have the storage solution up and
running in time for the Dubai Expo 2020.

The ‘High Bay Storage System’ was designed by SMS
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subsidiary AMOVA initially for the handling of
50-tonne metal coils in 50 m high racks, however,
the concept has been refigured for containers.

DP World will introduce the first storage system at
Jebel Ali’s Terminal 4, Dubai.

Whereas conventional practice for yard storage sees
containers stacked upon each other, the system
allows for placement in individual racks that can
reach up to 11 boxes high. Most modern terminals
seldom stack boxes beyond five.
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In a joint statement, DP World and SMS said this
can increase capacity by as much as 200% at a
conventional container terminal or create the same
capacity in less than a third of the space.

“This new container handling technology allows
cities to use their expensive and sensitive land and
waterfront areas more effectively,” said the joint
venture’s chief executive Dr Mathias Dobner.

The High Bay Storage system also allows for 100%
utilisation within the yard, as each container can be
accessed without the need to move another unit.

DP World said that this brings significant gains in
speed, energy efficiency and safety, whilst reducing
cost which are cut further by reducing loading and
unloading times.

The port operator claims that for so-called mega
ships this can bring savings of up to 30%.

“As a world first in our industry we are tremendously
excited by its potential and ground-breaking
features,” said DP World chairman and chief
executive Sultan Ahmed Bin Sulayem.

Moby-CIN reverse merger plan challenged

by creditors

ITALIAN shipowner Vincenzo Onorato has suffered
a setback to his plan to take heavily indebted ferry
operator Moby into a reverse merger with his
Compagnialtaliana di Navigazione unit, after a legal
challenge to the move from creditors.

While the objection has been tabled by the
commissioners of Tirrenia di Navigazione, the
essential link island ferry concern that provides
services under contract to Italy’s ministry of
transportation, which has been operated by CIN
since 2012, local shipping sources say the plaintiff is
actually Italy’s ministry of economic development.

A statement on the Moby website confirmed the
legal action.

“The companies [Moby and CIN] believe that there
are no reasonable grounds for Tirrenia to stop the

reverse merger, as it does not prejudice any
creditors,” it said. “Based on that, the companies are
fully confident that the court will rule in favour of
the reverse merger. A decision is expected within the
first sixth months of 2019.”

According to multiple Italian media reports, the
merger is being driven by the high level of debt being
carried by Moby, which in 2016 chose a high-yield
bond as a mechanism by which to refinance.

Local shipping sources say that Moby has also been
hurt from tough price competition from Grimaldi on
key routes including Rome-Sicily and Rome-
Sardinia.

Mr Onorato was not immediately available for
comment.

ANALYSIS

China's move on US soyabeans is a relief

for dry bulk market

CHINA is reported to be buying US soyabeans
again following the trade dispute earlier in the
year.

According to Reuters, China has contracted more
than 1.5m tonnes of soyabeans from the US
following the meeting between the countries’
presidents in Buenos Aires at the start of December.
The purchases by Chinese state-owned companies
could ramp up to as much as 3m tonnes,
unidentified sources told the news agency.
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The shipments will largely be made from US west
coast ports.

Arctic Securities said the move, the first since tariffs
were imposed in June, would be a relief not just to
the dry bulk market but also for US farmers who had
been relying on sales to China, the top buyer.

According to Banchero Costa, China’s imports fell

4.3% to 82.3m tonnes in the first 11 months of the
year as it was unable to replace all the shunned US
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volumes with other suppliers in a trade war between
the two sides.

While the US Department of Agriculture has been
expecting Chinese imports of 9om tonnes in the
2018/19 marketing year, China’s Ministry of
Agriculture and Rural Affairs estimates imports will
be even lower, at 83.65m tonnes, “as the government
promotes lower protein in feed, and feed demand
growth slows with the swine fever outbreak”,
Bancosta said in a note.

Even though volumes from the US will now start to
trickle in over the January to March period, total
sales to China from the US are a fraction of last
year’s 20m tonnes level, it added.

Maritime Strategies International said in a report
that out-of-season selling by the US into Europe, the
Middle East and North Africa in the fourth quarter
should help panamax demand.

The International Grains Council said in a report
that key producers would see record crops in the
coming season of 367m tonnes. While inventories
would expand by 30% mainly linked with the US,
shipments to China were due to fall by some 5%, it
said, adding that “bigger deliveries” would likely
move to other markets, offsetting the decline by
China.

Meanwhile, the average weighted capesize
earnings have risen to $17,704 per day at the close
on Friday on the Baltic Exchange from $13,067 per
day on December 3, while panamaxes were
marginally up at $11,828 per day. Supramaxes also
saw gains, rising to $11,273 per day versus $10,932
per day.

Part of the capesize gains can be ascribed to the
healthy iron ore market out of Brazil, despite delays
of up to seven days at Chinese ports.

MSI said it was positive about iron ore demand and
freight rates over the winter, with capesizes expected
to average $14,300 per day in February.

Anglo American said last week that is was on track
to start production from its Minas-Rio iron ore
operations in Brazil following pipeline leaks that
halted output earlier in the year.

The miner expects to produce 1.2m tonnes per
month from now until the second quarter, with 2019
volumes at 16m to 19m tonnes.

Shipments from Port Hedland in Western
Australia to China meanwhile dropped 6.4% to
almost 33m tonnes in November versus a year
earlier, according to statistics from the Pilbara
Ports Authority.

MARKETS

East-West ocean freight contract rates

down 7%

OCEAN freight rates for cargo moving under
contracts on major East-West routes fell by 7% in the
fourth quarter, compared with the previous quarter,
according to the results of Drewry’s Benchmarking
Club Contract Index.

The quarter-on-quarter cost reduction, based on
contract freight rate data provided confidentially by
Asian, American and European retailers and
manufacturers to the Benchmarking Club, “shows
that shippers who negotiate well with carriers can
continue to reduce their freight spend on most
East-West routes, despite the increases in bunker
prices during the past year”, Drewry noted. It said a
moderate fall in the Asia-Europe rates drove this fall.

“The latest reduction in average East-West contract
rates is the largest quarterly fall since the end of
2016,” said Philip Damas, director of Drewry Supply
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Chain Advisors, the logistics consultancy arm of
Drewry.

More detailed analysis of contract rates available to
retailers and manufacturers within the group shows
very different rate trends depending on the trade
route concerned.

The eastbound transpacific ocean transport market
has seen spot rates nearly double in the past year
and a portion of this upwards rate pressure is being
transferred to the contract market, Drewry said.

Based on recent bids of exporters and importers for
2019 contracts, there is some evidence that the
market will witness some double-digit increases in
contract rates on a number of secondary and north-
south routes when 2019 contracts are signed in the
next few weeks.
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Besides running outsourced ocean tenders for
exporters and importers, Drewry analyses average,
minimum and maximum contracts rates as part of
the tender process and recently launched a
Forwarder Benchmarking Club, providing monthly
“buy-rate” comparisons to international forwarders.

Looking at recent spot rates movements, the composite
index of the World Container Index, assessed by
Drewry, was down 1.2% on the week to last Thursday
to $1,622 per 40ft container, but remains 43.1% up as
compared with same period of 2017.

The rate drop last week was broadly due to changes
on the transpacific trade: rates on Shanghai-New

York fell by $108 from $3,449 to reach $3,341 per
feu. Freight rates from Shanghai to Los Angeles
dropped by $109 over the last week to stand at
$2,077 for a 40ft container.

Meanwhile, rates on Shanghai-Rotterdam went up
by $25 to reach $1,604 per feu. Similarly, rates on
Shanghai-Genoa increased to $1,670 — a change of
$62 — for a 40ft box. Drewry expects rates to soften
next week.

The average composite index for the year to date is
US $1,516 per 40ft container, which is $2 higher
than the five-year average of $1,514 per 4oft
container.

HMM newbuildings could boost alliance

choices

HYUNDAI Merchant Marine’s order for 12 ultra
large containerships could help it negotiate a position
within one of the large alliances when its agreement
with the 2M alliance comes to an end in 2020.

The South Korean carrier is on a mission to boost its
carrying capacity from its existing 400,000 teu to
1m teu, and has eight 15,000 teu vessels on order as
well as the 12 ULCs of 23,000 teu.

But the larger ships it has on order can only be
deployed on the Asia-Europe trade, where HMM has
little exposure. Its sole AEX service between Asia
and northern Europe utilises 5,000 teu ships.

“It is hard not to see HMM’s mega vessel entrance
into Asia-northern Europe as a major challenge, as
this is not a core market for HMM, which has
traditionally been strong on Transpacific, and as
they have not operated behemoths like this before,”
Sealntelligence said in a report.

Nevertheless, there could be a logic to the order
when it comes to positioning itself as a member of
one of the existing alliances. HMM was left out of
the alliance reshuffle in 2016 and was only able to
sign a three-year “strategic co-operation agreement”
with the 2M.

Sealntelligence points out that on the Asia-Europe
trade, where the 2M has previously dominated, a
series of deliveries to Cosco, CMA CGM and
Evergreen will see the Ocean Alliance dominate the
trade in terms of available capacity.
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“When the entire orderbook for 16,000-plus teu
vessels has been delivered, the Ocean Alliance will
outpace 2M by almost 150,000 teu of 16,000-plus
teu capacity, implicitly giving it the largest capacity
market share in Asia-Europe, the traditional core
market of the two 2M carriers,” Sealntelligence
said.

It added: “This is where the HMM order becomes
interesting, as it would allow HMM to use its
215,000 teu of mega-vessel capacity as a bargaining
chip, likely with the intention of becoming a full-
fledged member of an alliance.”

The obvious choice would be to continue the
relationship with the 2M alliance, Sealntelligence
said. But HMM could also use its mega vessels to
help Ocean Alliance to solidify its market share in
Asia-Europe, or possibly help The Alliance to
improve its slot cost competitiveness, as The
Alliance only operates one series of 11 vessels of
18,700 teu-20,500 teu in the 16,000-plus teu range.

“In this light, the HMM order makes a little more
sense, although if they do not intend to use their
mega vessels as an alliance bargaining chip, it is
hard to see the sense behind it,” Sealntelligence said.

HMM is understood to be in discussions with both
the Ocean Alliance and The Alliance over switching
partnerships, Lloyd’s List reported this month. The
company said nothing has been decided regarding
its alliance future and that it maintained a good
relationship with the 2M carriers.
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MSI predicts tanker spot rate declines

SEASONAL gains in tanker spot markets after a
mostly poor 2018 will be whittled away in the first
quarter next year as the Organisation of the
Petroleum Exporting Countries seeks to stem oil
price declines, according to shipping consultancy
Maritime Strategies International.

The price of Brent has declined 31% by compared
with early October, prompting Opec members
earlier this month to agree production cuts of 1.2m
barrels per day from the start of January — the
equivalent of 36 very large crude carriers or 2.5% of
the global crude tanker market.

MSI said previous simultaneous upticks in crude
and product markets supported the idea that oil
prices will remain a key driver in tanker spot market
volatility.

It argues, therefore, that crude output cuts next year
will exacerbate an anticipated downturn in seasonal
demand in the first quarter.

“With Opec cuts in play, and a seasonal element to
the current upturn, we are likely to see considerable
softening in earnings by February,” said the
consultant.

MSI views the overall balance between tanker
supply and demand growth in 2019 as “tight”, with
demand growth “unlikely to be exceptional” and
reliant on continued increases in crude flows from
the Americas to Asia.

As a result, spot rates later in the year will largely be
determined by tanker scrapping rates, which will be
critical in maintaining the balance between supply
and demand.

“MSI views continued high scrapping levels in 2019,
comparable with 2018, as crucial for sustaining the
market improvement, suppressing supply growth
and allowing underlying market utilisation to
improve,” it added.

The predicted downturn in spot rates in the first
months of 2019 follows gains across tanker markets
last month.

“Volatility has returned to the tanker market in the
fourth quarter, with a typical seasonal spike in
action,” MSI said. “Product tanker markets finally
saw concerted gains in November, profiting from the
upside already evident in crude markets.”

It said spot earnings for the medium-range
transatlantic and long-range one Middle East to Far
East voyage climbed to more than $20,000 per day.

Seasonal demand played a key role in the gains as
autumn refinery maintenance programmes were
completed with run rates increasing in regions such
as the US, where product exports supported the
market. New refinery start-ups in Asia also drove up
crude import demand adding to an amply-supplied
Asian product market.

“Chinese crude imports increased 9% month on
month in November, powered by purchases from
independent refiners and introductory periods of
large new refineries,” MSI said.

However, while continued growth in US crude
exports, which exceeded 3m bpd in late November,
were adding long-haul demand, MSI warned that
Middle East crude production and exports would
“decline in the near-term as Iranian sanctions bite
and Opec cuts intensify” in the first quarter of 2019.

Anglo American expects higher iron ore

and coal output

ANGLO American is targeting an expansion in
production of iron ore and coal following a year of
disruptions.

The miner is expecting iron ore output of 43m to
45m tonnes from its Kumba operations in South
Africa in 2021, slightly higher than the 43m to 45m
tonnes this year, it said.
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Iron ore output from its Minas-Rio operations in
Brazil was due to restart this month following
pipeline leaks earlier in the year, it said.

Output is expected at 16m to 19m tonnes next year,
rising to 22m to 24m tonnes by 2021. That compares
with just 3m tonnes produced this year before the
pipeline problems halted output.
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Volumes of metallurgical coal, used in steel-making,
should rise to 25m to 27m tonnes in 2021 from 22m
tonnes this year, it said. Export supplies of thermal
coal for power generation from South Africa and
Colombia are forecast to be marginally up at 28m to
3om tonnes into the next decade from 26m to 28m
tonnes next year.

Anglo American was meanwhile seen in the spot
freight market last month fixing three capesize
vessels with ore from Saldanha Bay in South Africa

to Qingdao in China at $11.25 per tonne, according
to Clarksons data. It has booked 12 other fixtures,
including one period charter, through the year, the
data shows.

At the end of November, shipments from Saldanha
Bay were disrupted owing to rail issues that involved
the reconstruction of a bridge. According to
Clarksons, activity has now resumed following the
incident.

IN OTHER NEWS

RBD Armatori's fleet put up for sale
by law court

AN ITALIAN law court is selling
Rizzo Bottiglieri de
CarliniArmatori’s 13 bulkers and
tankers for at least $190m in a
second effort to offload the
assets.

RBD Armatori, which went
bankrupt in January 2018, has
four post-panamax and three
capesizes all aged between seven
and nine years old, as well as six
aframax tankers between six and
eight years old. VesselsValue
estimated the 13 vessels as being
worth a total $273m.

The court of Torre Annunziata is
now taking a second stab at
selling the ships after it failed the
first time in July when it set a
minimum asking price of $200m.

US announces funding for port-
related projects

US TRANSPORTATION Secretary
Elaine Chao has announced
$1.5bn in grant funding to 91
projects across the country, 14 of
them port-related with a value of
$229.23m, or about 15.3% of the
total.

The funds have been awarded
under the Better Utilising
Investments to Leverage
Development (BUILD)
Transportation Grants
programme, which supports
transport infrastructure projects.
“BUILD transportation grants are
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major investments in road, rail,
transit, and port projects that
serve as a down payment on this
administration’s commitment to
America’s infrastructure,” Ms
Chao said.

Oaktree and Hartree face contest for
Aegean Marine Petroleum

OAKTREE Capital Management
and Hartree Partners face
opposition in a bid to replace
Mercuria Energy Group as debtor-
in-possession lenders for the
restructuring Aegean Marine
Petroleum.

Court documents outline a
proposal from Oaktree and
Hartree for a new facility for the
bunker supplier, which began
seeking relief under Chapter 11
of the US Bankruptcy Code last
month.

Mercuria Energy Group had been
the favourite to buy the company
after placing a “stalking horse”
bid valued at $681m in November,
but a group of Aegean’s
unsecured creditors objected to
its proposal

Now, however, Mercuria has
submitted an improved bid that
has support from Aegean
creditors, according to court
filings.

Port of Everett boosts rail capacity for
greater throughput

WASHINGTON State’s Port of
Everett continues its programme

of modernisation, backed by a
recent $5.9bn loan from the US
Department of Transportation’s
Build America Bureau. The loan is
for the port’s Marine Terminal Rail
Improvements Phase Il Project.
“This funding will help fund a key
port in Washington State to
handle more cargo, thereby
helping our country remain
competitive in the increasingly
global economy,” US
Transportation Secretary Elaine
Chao said.

Located 25 miles north of
Seattle, the Port of Everett
specialises in the handling of
oversized and overweight
cargoes and provides services to
diverse businesses in a variety of
industries, including aerospace
manufacturer Boeing.

Hurtigruten denies Kleven Shipyard
sale

HURTIGRUTEN, the Norwegian
cruise and ferry company, has
denied it plans to sell off Kleven
Shipyard once three hybrid
cruiseships under construction
are completed.

The Oslo-listed company took full
ownership of KlevenVerft, which
owns the shipyard business, in
June in order to ensure the
completion of the vessels, which
will be the first to have large
battery configurations to improve
running of the vessel’s diesel
engines — a process known as
peak shaving.
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Kleven, previously owned by the
Myckelbust family, has a long
history in building offshore
vessels, but was forced to pursue
other ship types when the
offshore market collapsed in
2016.

LNG orderbook nearly satisfies 2022
volumes

THE global liquified natural gas
carrier orderbook is on course to
meet LNG production volumes in
2022, according to a new outlook
published by Wells Fargo
Securities.

The LNG orderbook accounted
for 23% of the global order book
as of last month and the 57 LNG
carrier orders placed this year
mark a three-year high.

Wells Fargo Securities observed
that there are four LNG
production projects that are
effectively done and four more
that are perhaps edging closer to
completion, around the globe.

TMS Cardiff Gas agrees LNG carrier
newbuildings at Samsung and
Hyundai

TMS CARDIFF Gas, the gas
shipping wing of the George
Economou group, has firmed up
three more liquefied natural gas
carrier newbuildings at two
leading South Korean
shipbuilders.

The moves bring the total number
of LNG carriers contracted by
TMS in the last year or so to 11,
the highest on order for any one

company, underlining the extent
to which the Greek owner’s
current focus has switched to the
sector.

Two of the new 174,000 cu m
vessels were ordered from
Hyundai Heavy Industries for
multi-year charters to Shell.
Subjects were lifted on that
business at the start of this
month.

However, a further LNG carrier
option was also exercised last
week at Samsung Heavy
Industries, bringing the total on
order at SHI to four vessels, while
seven are being built by HHI.

For classified notices please view the next page.
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