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Exclusive interview: Cargill 
looks to expand dry bulk 
and tanker fleets

INTERNATIONAL COMMODITIES TRADER Cargill wants to 
increase its dry bulk fleet, having taken the view that demand growth 
will remain solid for the next few years, but it is also eyeing an 
expansion in the tankers market while newbuildings and secondhand 
prices are at historically low levels.

“In the next six to 12 months, we will step up in the tankers space, 
which is going through what the dry bulk sector experienced a year-
and-a-half ago,” said Cargill’s head of shipping Jan Dieleman, adding 
that this could either be through secondhand tonnage or newbuildings, 
for longer-term commitments.

“We’ve been pretty active in the past 18 months in taking in a new 
fleet,” some of which were newbuildings, he told Lloyd’s List in an 
exclusive interview in Geneva. “We’ve also been active on the bareboat 
front and longer-term time charters,” he said, spanning three to 10 
years.

Mr Dieleman, 44, is entering his third year in the role and relishes the 
thought of having a bigger, better fleet. In 2017, he shifted a number of 
clean tankers into the ocean transportation unit as part of the 
company’s sale of the energy business to Macquarie. Through a 
partner, it was linked to a newbuilding order for three 180,000 dwt 
capesizes being built at the Yangzijiang shipbuilding yard in China. The 
vessels should start to be delivered from 2019.

“A modern and efficient fleet is key to us — so we don’t rule out more 
newbuilds,” he said, adding that any contracting activity would be 
dependent on forward customer demand.
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“We don’t see ourselves as a natural owner of ships,” 
he noted, saying he prefers to charter in vessels, 
which offers optionality on price and duration. “If 
we see an opportunity on the trading side, for us, it 
is an asset play.”

“We always look at new, interesting deals,” he added. 
“We have seen a lot of opportunities.”

Mr Dieleman has been in discussions with yards “on 
the costing side” and some Chinese leasing banks, 
which prefer to have a credible charterer in place 
rather than just placing speculative orders as was 
the case in the early part of this decade, with private 
equity funding a newbuilding frenzy without 
securing employment for the new vessels.

Newbuilding prices are currently being supported by 
higher time charter rates, and they will probably rise 
up a bit more from here because of the weak dollar, 

inflation — which will lead to increased labour costs 
in China — and regulations, he said.

Cargill expects solid demand growth in the dry bulk 
segment for the next two to three years for iron ore 
and bauxite trades, among others, giving upside to 
the capesize segment, which is posting the lowest 
fleet growth at just 0.6%. Coupled with that, the 
macro environment appears to have improved.

“We haven’t seen this for a long time — that 
fundamentals and non-fundamentals are both 
positive,” he said.

Cargill operated on average 625 vessels in 2017. Last 
month, it operated 617 vessels, with an average age 
of 7.5 years. The trader moves about 220m tonnes 
per year of dry bulk commodities and about 15m 
tonnes of wet cargoes such as palm oil.

Full benefits of carrier consolidation still 
to emerge, says Hapag-Lloyd chief
THE consolidation of the container shipping sector 
is still to bear fruit in terms of pricing power, but 
only because it is not yet fully complete, according to 
Hapag-Lloyd chief executive Rolf Habben Jansen.

Speaking at an event in Hamburg hosted by the 
German carrier, Mr Habben Jansen said that there 
was “light at the end of the tunnel” now that the 
latest phase of consolidation was coming to an end.

“When you look at consolidation, we are in the 
situation where on most major trade lanes there are 
only three or four major operators,” Mr Habben 
Jansen said. “That means you can’t go much further 
than that. The incremental benefits of becoming 
bigger have become smaller and smaller.”

The market was at a point where it was acceptable to 
shippers and also to regulators, as there was a fair 
amount of competition, he added.

He was also optimistic that reduction in the number 
of competitors would eventually lead to better 
results for those remaining, despite the fact that 
rates have remained stubbornly low over the past 
year.

“If you go a year back spot rates were relatively high 
on the east-west trades but contract rates were fairly 

low,” he said. “If you look at the situation today, spot 
rates are lower than they were a year ago but 
contract rates are higher, which reflects the common 
knowledge among the shippers that rates should be 
a little higher in 2018 than they were in 2017.”

Contracts being signed now were based on freight 
rates expected over the next 12 months and spot 
rates over the past 12 months had been materially 
better than in 2016.

“There are a few other signs that the market is 
getting a little better,” he said. “Rates were extremely 
volatile in 2015-2016 but were significantly less so in 
2017.”

Consolidation had also led to a fall in unit costs that 
had made up for the failure of consolidation to raise 
rates significantly to date.

But the full impact of consolidation was yet to be 
felt.

“The three Japanese lines are yet to come into effect 
and are still operating independently, OOCL is still 
operating independently and Maersk has only just 
taken over Hamburg Süd,” Mr Habben Jansen said. 
“So while we say we have had nine carriers 
disappear from the market, we’ve only so far had 

NEWS
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four, with five more still to come.”

Moreover, fleet capacity was coming back into 
balance.

“Some people say we are going back to 2009 and 
ordering too much again, but the orderbook is still 
only 15% of existing fleet and the idle fleet is down to 
1%,” he said.

With 4% growth and 3% scrapping factored in, the 
current orderbook was not too far off a fairly 
balanced situation, he added.

“But when Hyundai announced a loss of $1bn and 
the same day the buy a whole bunch of ships, the I 
am surprised too,” he said.

While the market was more stable than it was and 
he did not see any real risk of a company collapsing, 
Mr Habben Jansen warned that there was still some 
behaviour by carriers that raised questions over 
their viability should there be another significant 
market downturn.

“Everyone knows that if you do not have a strong 
track record today and you’re starting to invest a lot, 
the risk that you do not survive in another crisis is 
relatively high,” he said.

“At Hapag-Lloyd, we’re more cautious. In the future, 
the next few years will not look so bad, and when it 
is needed again, we’ll be ready and able to invest 
without risking the whole business.”

Boutique box lines prove their worth 
in era of mega carriers
THE emergence of mega carriers and global 
alliances in the container shipping trades has 
opened up new opportunities in an unexpected 
quarter.

While mid-sized players are on their guard as the 
industry heavyweights search out potential 
acquisition targets in their quest for scale, very 
much smaller lines are managing surprisingly well 
in this new environment.

That is because they are able to provide a 
personalised service that the larger carriers are no 
longer able to deliver, whatever they claim. Niche 
lines also offer a genuine alternative to the big three 
vessel-sharing agreements which now dominate the 
east-west trades, having built up close relationships 
with customers over the decades. A combination of 
this trust and understanding of shipper 
requirements is now paying dividends.

Yet some of these long-established players are barely 
known outside their immediate industry circles, and 
that is the way they like it.

Take the Atlantic trades, where the 2M partnership 
of Maersk and Mediterranean Shipping Co, along 
with the Ocean Alliance, and The Alliance, now 
account for most of the capacity deployed. That 
leaves shippers with restricted choice about which 
vessels carry their cargo, and consequently greater 
risk should there be any servicer disruption.

There are only two other carriers plying the Europe-
North America trade, Atlantic Container Line which 

is now part of Grimaldi Group, and privately-owned 
Independent Container Line.

Transatlantic specialist ACL , which has been in 
business for just over half a century, prides itself on 
knowing all its major customers very well and has a 
prominent market profile.

ICL, with just four chartered ships of 2,500 teu 
operating between two ports in Europe and two in 
the US, is far less well known. In fact, it is so small 
that it only just scrapes into the world’s top 75 in 
terms of fleet capacity. Annual liftings total around 
175,000 teu, compared with Maersk Line’s 20m teu.

But chief executive John Kirkland, who together 
with business partner Dale Ross recently bought ICL 
in a management buyout from the line’s former 
German owner, is not in the slightest bit concerned 
about rankings.

What matters to him is reliability, both in terms of 
ship punctuality where ICL regularly tops the polls 
for the Atlantic trades, and throughout the whole 
customer supply chain.

As the global lines reverted to port-to-port services 
over the past few years of intense competition that 
drove one carrier into bankruptcy and led to an 
unprecedented round of merger and acquisition 
activity, ICL continued to offer door-to-door 
connections and innovative supply chain solutions 
within the geographic regions it covers.

Another line with a very similar business philosophy 
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is Borchard Lines, listed one place below ICL in 
Alphaliner’s container line rankings.  The London-
headquartered carrier operates in the intra-
European container trades with a fleet of chartered 
ships ranging in size from around 670 teu to 1,200 
teu on five routes.

Full door-to-door services, together with complete 
visibility along the supply chain from factory or farm 
through to final destination, is what customers want, 
and what Borchard Lines is able to provide, says 
David Borchard, whose family have been operating 
liner shipping services since 1933.

Back then, there were many relatively small 
independent lines in the industry. Now Borchard is 
one of the very few in the shortsea European trades, 
competing against the big deepsea container lines 
and ro-ro operators in an increasingly tough trading 
environment.

But both Borchard and ICL believe their unwavering 
focus on reliability and consistency has enabled the 
two businesses to succeed when so many others 
have vanished from the scene.

”When we contemplated buying the company, we 
looked at our strengths, weaknesses, opportunities, 
and threats, and we saw much more opportunity 
because of the way the industry was going in terms 
of consolidation,” says Mr Kirkland in a rare 
interview at ICL’s Antwerp office.

Rather than put all their eggs in one basket as the 
choice of service on the Atlantic shrank, customers 
started to really appreciate the value of an 
independent carrier such as ICL, and its well-
established business model that has changed 
remarkably little over the years.

“We have tremendous customer loyalty to the point 
that the MBO was an easy decision,” says Mr 
Kirkland.

Borchard Lines
But there is much more to the strategies of small 
niche carriers such as ICL and Borchard Lines than 
just an alternative to the industry giants.

The reliability package starts with the first customer 
visit, followed by a prompt response on price quotes, 
then accurate documentation and invoicing, and 

punctual and efficient services throughout the entire 
supply chain.

ICL will never accept a firm booking and then not 
ship the container. Cargo is never rolled over. 
Neither will customers ever have to leave a voicemail 
message, but will always be able to speak to an 
industry professional directly.

Customers range from some of the top corporations 
in the world, to very small shippers.

“We try to treat them all the same whether they have 
just one or a 100 containers a week,” says Mr 
Kirkland, a sentiment echoed by Mr Borchard.

“Knowing your customer” and understanding their 
individual need is central to the success of these 
smaller carriers.

“How many lines say to their customer, ‘where is the 
pain in your supply chain, what keeps you awake at 
night?’ asks Mr Kirkland.

His staff do, and then look for solutions.

Likewise, David Borchard says the test of the 
business is not how smoothly it runs from one day to 
another, “but how it responds when something goes 
wrong”, as is so often the case in shipping, from 
weather-related delays to a dock strike.

The top priority then is to make alternative 
arrangements as fast as possible to ensure cargo is 
still delivered on time, regardless of the modes of 
transport.

What niche carriers cannot do is escape the volatile 
conditions and ferocious price wars that have forced 
so much consolidation.

“You have to be competitive,” says Mr Kirkland, “But 
if you can create value, you do not have to be the 
cheapest.”

Neither company releases financial information, but 
both are proof that big is not always beautiful. 
Rather, there is room in this vast industry that 
serves every corner of the world for specialists as 
well as generalists, giving shippers genuine choice in 
a business that has become highly commoditised in 
recent years.
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ANALYSIS

The Interview: Daniel Maffei
Daniel Maffei had only been a Federal Maritime 
Commissioner for four months when the political 
landscape was turned upside down by Donald 
Trump’s victory in the 2016 US presidential election. 
He is now in limbo as he waits to hear if he will be 
nominated for another term.

JUST like those who have worked in the business for 
much longer, he enjoys hearing the latest gossip, 
discussing which company may be the next takeover 
target, or wondering out loud about shipowners’ 
apparent inability to resist ordering new tonnage.

But whether he will able to stay in the industry for 
much longer remains to be seen.

For his current term at the Federal Maritime 
Commission, to which he was formally appointed by 
Barack Obama in September 2016, expires at the end 
of June, and so far there has been no word from the 
White House about whether his contract will be 
renewed.

This situation has nothing to do with his political 
affiliations as a registered Democrat. Nor does it 
appear to reflect on Mr Maffei himself, but rather 
the totally overwhelmed West Wing personnel 
department which is struggling to fill the many 
vacant positions across government, let alone work 
through the list of those waiting to be re-nominated.

Jobs under threat at the Federal 
Maritime Commission
JOBS are to be trimmed or combined at the Federal 
Maritime Commission as part of wider cutbacks 
across government at the direction of the Trump 
administration.

Acting chairman Michael Khouri has written to staff 
saying there will be a reduction in positions under a 
five-year workforce programme. More details are 
due to be published in a couple of weeks.

The memo to FMC employees comes against a 
backdrop of speculation about the future of the 
Washington agency, whose primary role is to ensure 
that US importers and exporters are treated fairly by 
ocean carriers.

Two vacancies on the board of commissioners 
remain unfilled, while staff numbers are down to the 
lowest-ever levels, according to industry sources.

Commissioner Daniel Maffei, whose term of office 
ends in June, has yet to hear whether he will be 
re-nominated. In an interview with Lloyd’s List (see 
below), he admits he is reluctantly starting to look 
for another job in case his contract is not extended.

The five commissioners are political appointees, 
with the majority reflecting the party of the 
president. Mr Maffei is a Democrat who was 
originally confirmed as a commissioner by Barack 
Obama.

Neither has Mr Khouri, a Republican who was 
appointed acting chairman last year, been confirmed 
as chairman.

Federal agencies were told to explore, develop and 
implement plans to streamline, consolidate and 
flatten their organisational operations and 
structures.

In his letter to staff, which has been seen by Lloyd’s 
List, Mr Khouri says the FMC’s draft plan includes 
fewer senior executives and supervisory positions, 
while certain functions are to be realigned and 
combined.

But there is also talk in Washington circles that the 
FMC could be split up with, for example, 
competition responsibilities being transferred to the 
Department of Justice, which last year launched a 
raid on a meeting of the secretive Box Club of 
container shipping bosses, with the Department of 
Transportation taking over contract filing and other 
regulatory work.

Mr Maffei, though, warns that shutting down the 
FMC would leave a dangerous vacuum.

“We are small in size but the monitoring we do is 
very important and a large part of the reason why 
the industry does manage to keep functioning to the 
benefit of American shippers and consumers,” he 
told Lloyd’s List.
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This backlog is apparent at the FMC where the usual 
five commissioners is down to three, following the 
election of Mr Trump.

When Mr Maffei replaced Richard Lidinsky as a 
commissioner, he was one of three Democrats, 
working alongside two Republicans. Soon after 
power shifted in the White House, the former FMC 
chairman Mario Cordero left to take up a new post 
as executive director of the Port of Long Beach, 
while fellow Democrat William Doyle stepped down 
earlier this year for another job.

In more normal times, a Republican and a Democrat 
would have been proposed as replacements, to shift 
the balance at the FMC to three Republicans and 
two Democrats.

As it is, the Commission is down to three: long-
serving Republicans Rebecca Dye and Michael 
Khouri, and newcomer Mr Maffei.

Under a grandfather clause, neither Mr Khouri nor 
Ms Dye need to be re-nominated, whereas a change 
in the law affects Mr Maffei’s position.

Further evidence of the behind-the-scenes chaos in 
Washington is the fact that Mr Khouri was named 
acting chairman when Mr Cordero quit, but no 
permanent chairman has been appointed.

Nevertheless, the FMC continues to function well, 
says Mr Maffei, with the workload so far manageable 
despite the fewer numbers at the top, and the three 
sharing external commitments such as speeches or 
overseas trips between them.

Polarised city
For although the FMC, which was set up in 1961 as 
an independent agency to regulate the ocean 
transport industry and ensure US exporters, 
importers and consumers are treated fairly, is in 
theory a partisan body, in practice the FMC 
commissioners works as a team and have 
surprisingly few differences.

Even so, Mr Maffei is now the lone Democrat 
commissioner in a deeply polarised city, and in a 
minority of one at the FMC.

Both situations could have been uncomfortable, but 
in fact Mr Maffei very much hopes he will not have 
to begin hunting for another job.

“I like it here, and would love to stay, it is a very 
interesting business,” says the former Congressman 

from Syracuse, New York, who served two terms as a 
member of the House of Representatives.

But with time running out, he admits his future is 
up in the air, and is starting to look for other 
openings, should the re-nomination proposal, which 
would have to be confirmed by the US Senate, not 
come through in time.

A former journalist, Mr Maffei worked on the 
Democratic staff of the House Ways and Means 
Committee as press secretary and communications 
director from 1998 and 2004, and also earlier had 
been press secretary for US Senator Patrick 
Moynihan and subsequently for Senator Bill Bradley.

Now, though, he would like to put what he has 
learned about the maritime industry over the past 
couple of years to good use.

He also feels something of a responsibility to stay, as 
it is important for the credibility of the FMC to have 
at least one commissioner who is a Democrat.

Although the political make-up of the FMC has 
altered, Mr Maffei does not see any major policy 
changes at the commission whose principal task is to 
administer the Shipping Act of 1984 and the Ocean 
Shipping Reform Act of 1998.

The same agenda
Partisan disagreements are rare, and for the most 
part the commissioners have roughly the same 
agenda.

Neither would the Trump administration probably 
have any problem with “unobjectionable” 
Democrats, given the vast number of Trump 
appointees waiting to be confirmed.

Mr Maffei says he would be happy to continue at the 
FMC, even if there is a short gap between the end of 
his term in June and the start of a new one, but he 
would not want to remain unpaid for too long.

Yet the number of maritime-related jobs in 
Washington is limited, as are non-government 
shipping positions.

The FMC would still be his first choice, and Mr 
Maffei is convinced the agency plays an important 
role despite its relatively modest scale and low 
profile beyond maritime circles.

He also believes it is very important in this era of 
global alliances for the agency to have regular 
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contacts with antitrust regulators in Brussels, 
Beijing and other capitals, something his 
predecessor pioneered.

Even so, is the FMC still fit for purpose these days, 
or would it be better off incorporated into another 
larger agency? Mr Maffei thinks not, pointing out 
that, for example, the Surface Transportation Board 
might appear to be the most natural fit, but the 
history of regulation of US railroads and shipping 
has been completely different.

As such, he is confident that the FMC still has a very 
viable future.

“We are small in size but the monitoring we do is 
very important and a large part of the reason why 
the industry does manage to keep functioning to the 
benefit of American shippers and consumers. No one 
would ever want to get rid of the FMC without any 

kind of replacement because then you would have 
something like the Wild West and no part of the 
industry would benefit.”

As he ponders his future and waits for word from 
the West Wing, Mr Maffei says he has learned one 
important lesson that shows just how much the 
world has been turned upside down by Trump’s 
arrival on the scene, and which may stand him in 
good stead over the coming few years.

“In the past, if you wanted to get something 
changed, you would try to get attention to the issue 
in Washington,” he recalls.

“Now if you want to get something done, you do the 
opposite, and try to attract as little attention as 
possible. Then you can get a few people in a room 
and work on a bipartisan basis to make the changes 
you need.”

OPINION

Focus on the bottom line
COMMERCIAL banks have made a turn to 
“rational” decision-making, by prioritising earning 
an adequate return on their capital over growing 
their lending book. Shipowners should borrow their 
playbook by emphasising profitability over fleet 
growth.

“We [commercial bankers] need to generate an 
appropriate return on capital,” declared veteran 
banker Martin Lunder of Nordea during the New 
York forum jointly organised last week by the 
Hellenic-American and Norwegian-American 
Chambers of Commerce.

His clear message summed up commercial banking’s 
new focus: quality over quantity.

Commercial banks seem to have learned their lesson 
from the past cycle that extending credit to 
companies with dubious creditworthiness, just to 
defend their turf or market share, can lead to 
disastrous results for their shareholders.

The question is, will shipowners take heed from 
their lenders and shift their focus on their bottom 
line instead of their top line?

George Gourdomichalis, managing director of 
Phoenix Shipping & Trading, expressed his 
scepticism at the same conference. When he was 
asked what are the risks to a sustained market 

improvement in dry cargo he dryly answered: “One 
of them is that we [the shipowners] don’t collectively 
shoot ourselves in the foot again through over-
ordering”

At least Mr Gourdomichalis acknowledged the 
human nature of shipowners, which is that they tend 
to get greedy during good times.

Part of the “this time will be different” narrative for 
shipping, is that lack of shipyard capacity and access 
to capital will restrain shipowners from their 
excesses of the past.

Leaving shipyard capacity aside, is there a real 
scarcity of capital?

This is probably true when it comes to commercial 
banks but what about the alternative sources of 
capital?

When shipowners talk about lack of access to capital 
they probably mean lack of access to low-cost 
financing, because they know that alternative 
finance comes with a higher price tag.

Which is a good reason to be sceptical about the 
proliferation of alternative finance.  So far, many 
shipowners have sought higher-cost finance to shore 
up existing debt and to build cash reserves.
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When they start relying on it for their next 
newbuilding ordering binge, they will only have 

themselves to blame for the next downcycle.

MARKETS

Venezuelan oil exports dive further 
in deepening crisis
VENEZUELAN crude exports and output have 
continued on a downward trajectory over the past 
few months in signs of a deepening crisis in the 
South American country’s oil industry.

Data from the Organisation of the Petroleum 
Exporting Countries’ secondary sources showed 
Venezuela’s crude production in January stood at 
1.6m barrels per day, the lowest in decades, 
compared with 1.65m bpd in December and 1.8m 
bpd in November.

The Opec member’s crude exports decreased to 
1.15m bpd in December before recovering to 1.3m 
bpd in January, still much lower than the November 
level of 1.4m bpd, according to Lloyd’s List 
Intelligence.

Overall, the latest monthly figures painted a bleak 
picture for Venezuela, whose crude production 
averaged 1.9m bpd and exports averaged 1.7m bpd in 
2017.

“The collapse of oil production is the big problem. 
This will continue,” Control Risk analyst Raúl 
Gallegos said.

Despite holding the world’s largest oil reserves, 
Venezuela has seen production plagued by years of 
lack of investment and maintenance on upstream 
fields, which has coincided with a worsening socio-
economic crisis.

Petróleos de Venezuela, the state-owned firm 
responsible for the country’s petroleum industry 
known as PDVSA, has reportedly had trouble 
making payments on time to maintenance and 
logistics services providers in recent quarters 
against a backdrop of mounting debts, thereby 
further curbing export capability.

A total of 31 vessels, including 15 crude and four 
product carriers, on the PDVSA fleet had not moved 
for at least 14 days on one or more occasions in the 
year to February 9, LLI data showed. This suggests 
PDVSA has not been able to operate its fleet 
normally.

While PDVSA has opted to sell its crude on a loading 
basis whenever possible, in the cases when it needs 
to ship its own crude there can often be worries 
about arrests by creditors.

While shipping a PDVSA cargo to Curacao in the 
Caribbean, where PDVSA owns a 330,000-bpd 
refinery, in January, aframax Proteo was seized by 
creditors represented by VanEps Kunneman 
VanDoorne. The law firm confirmed the attachment 
remained in place as of Wednesday.

Lloyd’s List has sought comments from PDVSA.

The LLI export figures show Venezuelan sales to the 
US continue to slide, while shipments to China and 
India are largely stable. Exports to Curacao nearly 
halted this year.

Having imposed financial sanctions on PDVSA last 
year, Washington has openly threatened an oil 
embargo on Venezuela and encouraged a military 
coup against the Maduro administration.

Some observers expect the US to revise its foreign 
policy after the April presidential election, in which 
President Nicolas Maduro has banned main 
opponents from participating.

Assuming the US prohibits crude imports from 
Venezuela, total demand for tankers could receive a 
boost, some analysts said.

“Sanctioning crude imports from Venezuela would 
be positive for tanker tonne miles,” an Arctic 
Securities note said.

The brokerage estimates the US is taking roughly 
500,000 bpd of Venezuelan short-haul crude, and 
those cargo flows would be disrupted. The US will 
likely import heavy grades from the Middle East to 
fill the supply gap, while Venezuela would need to 
push its cargoes to Asia, according to Arctic 
Securities, which added that both developments 
would lift tonne-miles.
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India on course to beat expectations 
for forecast dry bulk boom
INDIA’s potential to become the next major driver of 
demand for dry bulk carriers is already well 
documented, but the latest economic indicators 
point to an upbeat future for near- and mid-term 
demand increases for handysize and capesize fleets.

In a presentation made to the Coaltrans India 
conference, New Delhi’s National Steel Policy 
predicted India’s per-capita consumption of steel 
would more than double to 158 kg by 2030-31 from 
the 2017 level.

But that amount of steel far exceeds production 
targets, which is a good news for bulker owners, 
because this would induce further imports into the 
country.

In terms of raw materials, coking coal imports were 
about 100m tonnes in 2017 along with 8m tonnes of 
scrap, with an expectation that demand for them 
would increase by 10% in 2018, according to Essar 
Steel and JSW Steel.

In the longer term, more imports of coking coal are 
needed to develop the Indian steel sector.

“The Indian steel industry will continue to depend 
on imported coking coal at least for the next 10 
years,” said Essar Steel senior manager Prakash 
Thakur.

What is more, despite its history as an iron ore 
exporter, the country is now importing ore as well, 
with purchases forecast at 7.5m tonnes for the year.

Electricity consumption is also rising to meet 
demand from infrastructure development, among 
other sources. Sembcorp India’s chief executive 
Vipul Tuli said that power demand and generation is 
expected to grow between 5%-10% from current 
levels over the next few years.

This might also see imports of thermal coal 
increasing for power plants, as domestic production 
remains dampened and stock at mines are at very 
low levels.

Asia-Europe boxship utilisation fell 
to 75% in fourth quarter
THE formation of alliances has reduced container 
lines’ willingness to cut capacity in order to maintain 
freight rate levels, rather than improved the ability of 
carriers to effectively manage supply and demand, 
according to the latest analysis by SeaIntel.

The analyst said that in the fourth quarter of the past 
year, excess capacity — the difference between the 
nominal teu offered by lines and the volume of 
containers moved — reached 1.1m teu on the 
transpacific trade and 1.3m teu on Asia-Europe. As a 
result, vessel utilisation was down, year on year, on 
both trades in the quarter, while rate levels were at or 
near the lowest fourth quarter levels in the 2012 to 
2017 period.

“Throughout the second half of 2017, we have been 
raising concerns over the lack of capacity reductions 
on the transpacific and Asia-Europe trades, and the 
detrimental effect it was going to have on the freight 
rates at the back end of last year,” said SeaIntel chief 
executive Alan Murphy.

“Looking at the demand and freight rate data for the 
fourth quarter, we can see that those concerns were 
fully justified.”

Since the launch of the new alliances in April 2017, 
carriers had been reluctant to blank capacity at the 
same level as in previous years, which had resulted in 
a weak freight rate environment, despite healthy 
demand growth, he added.

SeaIntel said nominal vessel utilisation on the 
transpacific was 80.9% in the fourth quarter, 
significantly below the 87.7% recorded a year earlier. 
Monthly utilisation dropped steadily from 88.4% in 
August 2017 to 75.9% in November 2017, rebounding 
to 81.9% in December.

“As a consequence, SCFI spot rates on Asia to North 
America west coast declined from $1,426 per feu in 
August to $1,240 per feu in December,” SeaIntel said.
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IN OTHER NEWS
GasLog inks additional LNG carrier 
order at Samsung
LIQUEFIED natural gas carrier 
owner GasLog has inked an 
additional order for a new LNG 
carrier at favoured shipbuilder 
Samsung Heavy Industries and 
remains bullish on market 
prospects on the back of 
reporting record earnings.

The Monaco-based company 
reported highs for fourth-quarter 
and annual revenues and 
earnings before interest, taxes 
and depreciation, partly due to 
improved spot market pickings, 
said chief executive Paul Wogan.

He said that this winter had seen 
a significant increase” in LNG 
demand, driven by strong 
appetite from Asia that pulled in 
supply from multiple sources 
including the US.

Dynagas LNG on track to full
long-term employment
DYNAGAS LNG Partners is back 
on a full cash flow visibility 
mode, following the agreement 
with Statoil to extend the charter 
for its 2013-built liquefied natural 
gas carrier Arctic Aurora for three 
years. The company reported net 
income of $5.6m for the fourth 

quarter of 2018, compared to 
$15.5m for the fourth quarter of 
2016.

Chief executive Tony Lauritzen 
said about the company’s fleet 
deployment strategy: “With our 
fleet 85% contracted through 
2018, 92% contracted through 
2019 and 100% contracted 
through 2020, and with an 
estimated fleet-wide average 
remaining contract duration of 
10.4 years, we believe we have 
significant cash flow visibility. We 
expect to increase contract 
coverage going forward on the 
back of an improving LNG 
shipping market”.

Lodestar agrees terms with
Ryan Specialty
FIXED premium P&I provider 
Lodestar Marine is set to be 
acquired by Ryan Specialty 
Group, a Chicago-based 
wholesale broker, for an 
undisclosed consideration, after 
an agreement between the two 
sides was reached this week. 
Lodestar’s operations are to be 
folded into RSG Underwriting 
Managers, Ryan Specialty’s 
managing general underwriting 
division.

Lodestar is a leading player in the 
non-International Group P&I 
market and is one of a few 
providers to offer liability limits 
up to $1bn, RSG said.

Chinese New Year dents capesize 
earnings
THE Chinese New Year holiday, 
which started on Friday, has 
dented capesize earnings, which 
tumbled 12% last week. The 
average weighted time charter on 
the Baltic Exchange fell to 
$12,396 per day at the close on 
Friday from $14,136 a week ago.

According to Fearnleys, rates saw 
a decline on the shorter voyages 
such as from Australia to China, 
despite activity as charterers 
scurried to cover positions ahead 
of the holidays. Maritime 
Strategies International said in a 
report this week that it forecasts 
a 7% rise in iron ore imports into 
China this year versus 2017 as it 
expects steel production to rise 
by 1.5% even though steel 
consumption should see a drop 
of 1.3%.
For all the latest market analysis 
head to lloydslist.com/markets

For classified notices please view 
the next 4 pages.
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