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Maersk aims its firepower
at extortion

CONTAINER SHIPPING IS all about scale and market reach, writes
Janet Porter.

In order to make decent money and stop the transport of containerised
cargo being priced as a commodity, the top carriers have realised that
they need to shift the balance of power. That is the only way to bring
stability to an industry that has been rocked by price wars and extreme
volatility in recent years.

To achieve that, most container lines, including the world’s number one
operator Maersk, have been engaged in an unprecedented round of
merger and acquisition activity in recent years.

But with size comes other responsibilities, and Maersk has never
shirked from its leadership role. Indeed, it makes no secret of its wish
to be an industry leader, as illustrated by group chief executive Sgren
Skou’s chairmanship of the exclusive Box Club, to which membership is
restricted to the chairmen and chief executives of the world’s biggest
ocean carriers.

Now Maersk looks prepared to tackle one of the biggest but rarely-
mentioned challenges of all. No, not ship emissions, safety, or ship
recycling — all of which are very much on Maersk’s radar — but
extortion.

Maersk returns to profit
after ‘eventful year’

MAERSK Group chief executive Sgren Skou acknowledged that 2017
results were not satisfactory, but said on Friday that he expected 2018
to be a better year for the business as the container shipping industry
continued to recover from the slump of 2016.
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Speaking after the full-year accounts were
published, Mr Skou described the results as “a coin
with two sides”, reflecting a solid underlying
performance offset by the impact of the cyber attack
last summer.

However, with volumes up 3.6% in the fourth
quarter, slightly ahead of market growth, Maersk is
confident that that it has not suffered any long-term
negative impact from the I'T meltdown that crippled
its container shipping, terminals, and logistics

activities for several weeks.

AP Moller-Maersk reported a 13% increase in
revenues for 2017 on the back of a resurgent 12
months for container shipping arm Maersk Line, as
freight rates grew 11.7% year on year.

Characterised by Mr Skou as an “unusual and
eventful year”, the group delivered significant
progress as it shifts its core focus to transport and
logistics and withdraws from the energy sector.

NEWS

March 2020 ban for high-sulphur

fuels on the horizon

VESSELS will not be able to use, or even carry
high-sulphur bunker fuel possibly from March 2020,
according to rules likely to be approved in the next
few month by the International Maritime
Organization.

The IMO’s Sub-Committee on Prevention and
Pollution Response agreed on Friday that banning
the carriage and use of fuel above 0.5% sulphur
content is an urgent matter that the UN agency’s
Marine Environment Protection Committee must
resolve when it convenes in London in April.

The move, which has been supported by a
consortium of industry and environmental lobbies
as well as Norway and the Cook Islands, in effect

aims to prevent owners from burning high-sulphur
fuel then switching to low-sulphur fuel oil near shore
or within reach of port state control inspections.

The proposed rules would not, however, apply to
vessels that have onboard scrubbers.

The PPR sub-committee’s approval on Friday came
despite notable objections by some member states,
including Saudi Arabia, that opposed the immediate
consideration of the ban on account of fears of a
shortage of compliant fuel and market distraction,
among other reasons.

The path to formal approval, however, is
complicated.

Weighing CMPort's sale and purchase activity

THE deals announced by China Merchant Port this
past week appear to be a part of an internal asset
restructuring devised by its state parent
conglomerate China Merchants Group, in which
investors will carefully weigh how much they can
benefit from it.

On Monday, Hong Kong-listed CMPort, the de facto
controller of Shenzhen-listed Chiwan Wharf,
proposed to sell all of its stake in the latter to CMG.
The next day, it announced a plan to acquire a 50%
stake in Australia’s Port of Newcastle from the
parent.
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To CMPort, one of largest terminal operators in
China and overseas, the arrangement may not be
ideal, but is “the best it can get”, as a person familiar
with the company put it.

Ideally, CMPort should have acquired Chiwan en
bloc, as many had expected, in a move that would
consolidate the West Shenzhen port complex —
spanning Chiwan, Shekou, Mawan and Dachanwan
and accounting for about 45% of the city’s total
container throughput — under one listed platform,
especially amid Beijing’s keenness to drive port
consolidation in the country.
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ANALYSIS

Unique Sosrep role sets UK apart on
maritime safety strategy

LES Chapman is only the third person to hold a job
that is unique to Britain — and yet one that he is
convinced has contributed to safer seas around the
UK.

For in the event of a maritime incident, speed is of
the essence if lives are to be saved and pollution
prevented.

And that means a single point of command, not
decision-making by committee.

Two major oil spills in the 1990s, when first the
tanker Braer ran aground in the Shetland Islands
and then Sea Empress spilled 72,000 tonnes of oil
off South Wales, forced the UK to take action. A
government-commissioned review by Lord
Donaldson in 1994 recommended that one person

should be put in sole charge of overseeing a shipping
or offshore incident or accident that posed a threat
to people or the environment.

That is when the post of Secretary of State’s
Representative for Maritime Salvage and
Intervention — or Sosrep — was created.

Mr Chapman says in an interview with Lloyd’s List
that he had initially been interested in the job when
it was first advertised in the late 1990s, but did not
follow it through, and Robin Middleton was
subsequently appointed. Mr Middleton became
almost a household name towards the end of his
term of office when he ordered the deliberate
grounding of the containership MSC Napoli in early
2007, and supervised the subsequent wreck
removal.

OPINION

IMO asks shipowners to back their
commitment to the sulphur cap with action

SHIPOWNERS anticipating any delay in the
introduction of the sulphur cap January 1, 2020
should wake up, act decisively and get their fleet in
order because regulators are showing no sign of
slowing down as they prepare to draw up a system
for enforcement, writes Anastassios Adamopoulos.

Deliberations during this week’s meeting of the
International Maritime Organization Sub-
Committee on Prevention and Pollution Response in
London were the most solid display yet of

industry-wide commitment to the sulphur cap’s
scheduled 2020 timeline.

There was no appetite for overt or indirect calls for a
delay or transition period before the cap takes effect.

The meeting sent an unambiguous message to
lagging owners that they have to act now and draw
up plans to cope with the cap. This is likely to take
the shape of using low-sulphur fuels, liquefied
natural gas propulsion engines or scrubbers.

MARKETS

Tanker trades face profound changes in
post-2020 bunker scene

THE complex post-2020 bunker scene will lead to
the creation of new tanker trades across the globe,
with those carrying clean products in a particularly
good position to benefit — if their owners are
prepared.
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While the International Maritime Organization has
several ways in which vessel operators can comply
with the new bunker rules, most market participants
expect that a significant switch from high-sulphur
fuel oil to marine gasoil will be inevitable.
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In theory, this would lead to more demand for clean
tankers that are coated to ship light and middle
distillates, because owners of dirty tankers — those
transporting fuel oil and crude — would hope the
demand shortfall can be filled elsewhere.

What is more important for owners, though, will
likely be preparing for the large disruptions to cargo
flows as those producers supplying MGO to

bunkering hubs across the globe are expected to be
in different locations from those currently providing
HSFO.

Adding to all these things would be higher bunker
costs after 2020, which could be passed on to
charterers or even end-users when freight markets
are strong, which is not always the case. Indeed,
tanker market participants are in for a long ride.

NEWS IN BRIEF

New twist in battle for Giuseppe
Bottiglieri Shipping

BAIN Capital has raised its offer
for Italy's tanker and bulker
owner Giuseppe Bottiglieri di
Navigazione following a last-
minute counter-bid by Maltese

Pricier raw materials keep Korea's
Hanjin Heavy in the red in 2017
SOUTH KOREA's Hanjin Heavy
Industries & Construction has
remained in the red with an
operating loss of $100.7m in 2017
amid price increases for raw

South Korean city of Ulsan asks

to extend shipping skills scheme
SOUTH Korea's Ulsan
Metropolitan City has asked the
government to extend a state-
backed employment support
scheme for the city amid concern

interests. materials. that more people from the
shipbuilding industry are facing
HHI reports a fall into the red IMO and development bank the prospect of losing their jobs.

for the last quarter of 2017
HYUNDAI Heavy Industries
warned of a tough year ahead
while expecting to see more
orders amid regulations changes
driven by the International
Maritime Organization.

countries.

launch green shipping push

THE International Maritime
Organization and the European
Bank for Reconstruction and
Development have signed a
partnership agreement to
promote sustainable shipping
and port activity in selected

Piracy in Asia fell by half in January
REPORTED incidents of piracy
and armed robbery against ships
in Asia in January fell by over
50% compared with the previous
month, anti-piracy watchdog
ReCAAP Information Sharing
Centre said.
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