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London Club highlights
gains In 'tranquil’ P&l
renewal round

THE P&I RENEWALS deadline has expired for another year, with
marine insurance sources reporting a round characterised by ongoing
low rates and only limited transfers between the clubs.

Much of the business appeared to have been done and dusted well
ahead of Tuesday’s noon deadline, with few signs of unseemly last
minute rushes.

Some big names — including Standard Club — have already admitted
that like-for-like premiums are set to see a small dent on the 2017
outcome.

“Insofar as any P&I renewal might be characterized as tranquil,
particularly for club underwriters at the forefront of the fray, the 2018
season might fairly attract that description,” American Club chief
executive Joe Hughes said in an email to Lloyd’s List. “Supported by
the generally benign claims environment of recent years, premium
pricing has remained largely flat year on year as the soft market has
persisted.”

Early intelligence suggests that the London P&I Club — which last year
lost the Cosco account because of the China Shipping fusion — will
announce healthy tonnage gains, perhaps in the order of 3%-4%.

But this is from a relatively low base of 44m owned gt, making it the
second-smallest club in the International Group.

The new entries appear to have been picked up in the course of the
year, rather than at one fell swoop in the renewals round.
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Broking sources confirmed the impression given by
the clubs that few major fleets appear to have
changed hands this year, while most owners that
have made the decision to switch some vessels prefer
not to publicise the fact.

Of the information in the public domain, it is known
that West of England has parted company with
Lauritzen, although that loss will be offset by gains
from DFDS.

Meanwhile, the outlook appears to be one of more
expensive cover in the year ahead, with several
senior P&I executives telling Lloyd’s List that rates
have gone so low that a turning point may well have
been reached.

In particular, they highlight the claims environment,
which has been benevolent in recent years.

That might be about to change, as the predicted
uplift in world trade will mean more sailings and
thus more incidents.

Also, the market is bracing itself to meet the cost of
the recent Sanchi casualty.

As arecent report from ratings agency AM Best
pointed out, despite continued improvements in
industry safety, the average cost of claims has risen,
thanks to higher liability limits, an increase in the
size of ships, and stricter liability regimes.

“There are signs that the current serenity of the P&I
landscape may be challenged over the medium term,
as world trade increases, ship utilisation grows and
the trajectory of claims exposures, as it tends to do
in such circumstances, turns upward,” Mr Hughes
said.

WHAT TO WATCH

Maersk biding time on future of Hamburg
Siid's bulk and tanker unit

THE bulk and tanker shipping operations acquired
by Maersk when it bought Germany’s Hamburg Siid
will not become part of the Danish group’s core
business as it transforms itself into an integrated
transport and logistics company.

AP Moller-Maersk chief executive Sgren Skou told
Lloyd’s List that the group was looking for a
“structural solution” for this division, but insisted
there was “no rush” in coming to a decision. He
declined to comment on whether the business is for
sale.

Maersk paid $4bn for Hamburg Siid, consisting of
its container shipping business plus a fleet of around
55 chartered tankers and bulkers operated by
subsidiaries RAO, Alianca Bulk and Furness Withy.
Hamburg Siid’s tanker and bulker business accounts
for about 7% of its turnover.

The container business of Hamburg Siid will make a
key contribution to Maersk’s grand plan to
transform the group, with the acquisition helping to
offset revenue that will be lost as it withdraws from
energy-related activities.

Mr Skou described this process as a matter of
“shrinking in order to grow”.
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For the first time, the financial results of Hamburg
Siid were revealed on Tuesday at Maersk’s Capital
Markets Day.

Chairman of the executive board Arnt Vespermann
disclosed that its underlying net operating profit
after tax was $88m in 2017.

When privately owned by the Oetker family,
Hamburg Siid never published its bottom line
figures.

The 2017 result compared with a loss of $117m in the
previous year when the traditional north-south
operator ventured into thee east-west trades just as
they were hit by a price war that sent the whole
industry into the red.

With the integration process of Hamburg Siid now
under way after the takeover was completed late last
year, Mr Skou said he did not expect Maersk to
embark on another big acquisition in container
shipping “any time soon”.

However, he said he believed the sector was ripe for
more consolidation.

“The economics are very compelling,” he said in an
interview during Capital Markets Day.
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Nevertheless, he said industry prospects were
improving, given healthy demand and a much

smaller orderbook in terms the size of the current
containership fleet.

Maersk seeks $600m from synergies
as it integrates businesses

MAERSK chief executive Sgren Skou expects to
realise $600m in synergies this year as the benefits
of the company’s integrated transport and logistics
strategy begin to emerge.

Progress had already been made, Mr Skou told
analysts at the company’s Capital Markets Day
presentation in Copenhagen.

“We have made good progress on the terminal side,
moving more business to APM Terminals,” he said.

While there had been a drag on transhipment hubs,
particularly in Spain following labour disputes, Mr
Skou said he expected to see the situation improve
over this year.

“There have been some baby steps in cross-selling to
key clients such as Huawei and Amazon,” he said. “I

am confident we will get to $600m in synergies this

year.”

Much of this will come from the integration of
Hamburg Siid, which will add scale to the company,
Mr Skou said. “Our market position in Latin
America will be similar to the 35% market share we
have in South Africa. One in five containers globally
are now transported on the Maersk network and
25% of all reefers.”

Meanwhile, the container shipping sector would still
need more consolidation to benefit from the
economies of scale, Mr Skou said.

“We would like to participate in that consolidations
but we have to integrate Hamburg Siid and
demonstrate the business case for that first,” he said.
“That doesn’t mean we won’t consider additional
deals, but they will be targeted and will likely be
small transactions.”

However, successful container lines would require
scale, Mr Skou added.

“We have a competitive network with great
geographic coverage, reliability and fast transit
times,” he said. “But it is not enough to have a great
physical product; it must also be competitive
because charging a meaningful premium is no
longer realistic. In the long run, cost will win in a
scale-based industry. If we get it right, it will give a
higher rate of return with lower reliance on freight
rates.”

Despite a difficult year in 2016 and only a minor
recovery last year, Mr Skou said market
fundamentals for container shipping were now
looking better, with demand growing and capacity
coming into balance.

Europe will be 'big loser' in IMO's
drive for cleaner bunker fuel

EUROPE will be one of the “big losers” from the
International Maritime Organization’s new bunker
rules and the region should look at incentivising the
installation of scrubbers as a solution, a senior
official of Rosneft has said.

Europe “will pay more for imported diesel and
receive less for fuel oil [trades]”, the state-owned
energy giant’s vice-president in commerce and
logistics Otabek Karimov told an International
Petroleum Week forum.

Based on the IMO regulations, the sulphur limit in

global bunker fuel will be reduced to 0.5% from
2020 from the current 3.5%.
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But vessels can also opt to fuel on gas or install
scrubbers to continue consumption of high-sulphur
fuel oil.

Many analysts have expected the IMO rules to
trigger a massive switch to distillates such as diesel,
which have lower sulphur content, from HSFO in the
maritime sector.

This is expected to make distillates more expensive
in relation to fuel oil, but cheaper fuel oil may also
incentivise more of its use in other sectors, such as
power plants and teapot refineries.

Oil refineries have been upgrading their facilities to
produce lower-sulphur fuels, but it is generally
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easier and less expensive to make such
enhancements in complex refineries— many of them
are in Asia — than in older, simple refineries, many
of which are in Europe.

Based on the expected fuel pricing differential and
regional supply-demand balances of oil products
post-2020, Europe will reduce diesel exports by 1m
barrels per day at higher price while cutting fuel oil
imports by 300,000 bpd at lower price, Mr Karimov
said.

“Assuming a $6-a-barrel increase in diesel price and
$9-a-barrel decrease in fuel oil price, Europe’s losses
will amount to $3bn in 2020 alone,” he said.
“Europe should be among the most interested
players in promoting scrubbers.”

Other regions that lose out will include Latin
America, which will cut diesel exports by 1m bpd

and fuel oil imports by 300,000 bpd, and Africa,
which will reduce diesel exports by 900,000 bpd
and fuel oil imports by 100,000 bpd, according to
Rosneft.

The winners will be Asia, which will increase diesel
exports by 700,000 bpd and fuel oil imports by
900,000 bpd; North America, which will raise diesel
exports by 1.2m bpd and fuel oil imports by 300,000
bpd; and the Middle East, which will ramp up diesel
exports by 500,000 bpd and fuel oil imports by
200,000 bpd.

The former Soviet Union countries will increase
diesel exports by 1.2m bpd but cut fuel oil imports
by 700,000 bpd.

“Russia is relatively neutral” from the IMO rules’
impact, Mr Karimov said.

ANALYSIS

This year's crude tankers market
may already be a write-off

THIS year’s crude tanker market may have already
been written off, despite buoyant global oil trade.

Fearnleys senior analyst Dag Kilen painted a bearish
picture for tanker markets amid oversupply of
tonnage during an industry forum held by the FFA
Brokers Association and the Baltic Exchange.

“The past three months have been much weaker
than we expected,” he said. **Supply has become the
issue.”

Evidently, the market has not been able to absorb
the large newbuilding tonnage delivered in the past
few quarters.

Data from Lloyd’s List intelligence shows 159 vessels
totalling 31.2m dwt have been delivered since the
beginning of 2017.

The Baltic Dirty Tanker Index was assessed at 645
points on Monday, hovering slightly above its lowest
this decade.

What may prove particularly disappointing for more
optimistic owners is the failure of tanker markets to
take advantage of healthy supply-demand balances
in the oil markets.
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Based on estimates provided by one of the forum
delegates, global o0il demand will grow 1.6m barrels
per day, led by China’s 600,000-bpd growth; supply
will increase by similar amounts, driven by
incremental US output of 1.3m bpd.

Such a supply-demand landscape is supposed to
drive longhaul shipments, especially since the
Organisation of the Petroleum Exporting Countries
and its Russia-led alliance look all set to keep their
product cut well into 2018.

Yet Mr Kilen observed stalling longhaul shipping
demand, with consuming nations now drawing
down stocks that were purchased earlier at cheaper
prices. Those shipments will rise only when the
re-stocking process begins.

In addition, China may not benefit all corners of the
market despite its buoyant demand growth. The
growing shipping capacity of Chinese owners seems
to be having “a bit of toll” on market balance, as spot
earnings tend to fall in line with the number of
Chinese cargoes shared by non-Chinese owners,
according to Mr Kilen.

But not all is lost. Weak rate environments, coupled
with the new ballast water and bunker regulations
from the International Maritime Organization, will
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increase the operating costs for old tonnage. Many
analysts expect those higher bills will trigger more
scrapping.

Based on Fearnleys figures, 49 tankers will face
their fourth special surveys in 2018, 56 in 2019 and
74 in 2020. (Those figures take very large crude
carriers, suezmax, aframax and long range two

Data Hub: Load Factors

THE customary slump in demand post-new year led
to a significant drop in transatlantic load factors at
the start of 2018, while a supply overhang is
expected to further restrict utilisation through the
remainder of the year.

First-quarter averages for load factors on the
northern Europe-North America and
Mediterranean-North America trades are expected
to come in at around 89% and 69% respectively, as
cargo bookings begin to slow down.

That compares with a healthy 97% average in the
final quarter of 2017 on north European services,
and a 74% average on those with a Mediterranean
origin.

In 2017, the transatlantic trade enjoyed buoyant
westbound traffic on the back of both the strength of
the dollar and the respective US and Canadian
economies, but also a rebounding Mexican auto
industry. However, even as the US dollar weakened
slightly in the second half of the year, volume
growth was robust.

European imports into North America grew by
nearly 10% in the final quarter of 2017, according to
the latest data published by Container Trades
Statistics. Full-year box numbers grew 8% on 2016
levels.

Analysts expect a slower pace of growth on the
transatlantic trade for 2018 in respect of the weaker
dollar and still-weak wage growth. However,
analysts MSI commented in a recent market report
that there was still cause for optimism.

“In the US, the pace of sales activity has outpaced
inventory accumulation, meaning that the US
headhaul trades have not entered 2018 facing an
inventories overhang,” said MSI.

The London-based company also highlighted the
positive impact of solid housing activity, the
continued boom in home improvement expenditure
and tax reforms allowing businesses to fully deduct
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vessels into account; LR2s can often join dirty
trades.)

All those ships could be ripe for demolition.

Next year “is going to be a bit of a recovery year, and
2020 might be a potentially very strong year”, Mr
Kilen said.

the cost of new capital equipment from their taxable
income.

This should help drive demand growth on the
westbound trade to the 3%-4% range, but as with
last year there will be a substantial rise in deployed
capacity.

Indeed, utilisation levels in the final quarter of last
year would have been tighter still if not for further
influxes to the supply side.

On the headhaul north European-North America
trade, capacity at the start of 2018 was 6.2% higher
against the deployed level three months prior.

Maersk Line added calls on the US east coast in New
York and Charleston to the port rotation of its
Colombia Express service, while MSC also filled a
gap on its Ecuadorian loop, which also makes US
stopovers, before it too continues south.

There was also new slot space added after the joint
PAD service, run by CMA CGM and fellow
Marseilles-based liner operator Marfret, was
uprated to a weekly offering, and a further gap
plugged on the Alliance’s AL3 loop.

Although supply additions were less profound on the
Mediterranean-North America trade, capacity come
February 1 was still 1.1% higher than at the
beginning of November. This increase came off the
back of MSC introducing some slightly larger ships
on its duo of Canadian loops, amid only minimal
adjustments elsewhere.

At this stage, capacity on the respective north
European and Mediterranean into North America is
expected to comfortably outstrip demand in 2018,
rising by as much as 7.3% and 11.8% over last year.

However, with carriers looking to make space for a
succession of newbuildings on the larger and more
profitable transpacific and Asia-Europe routes, there
is every chance that older units will be cascaded
down to the transatlantic to make way.
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As it stands, headhaul utilisation levels will tighten
over the course of the year in keeping with the
seasonal demand flows. Nevertheless, available slot

space will be more plentiful than in 2017, suggesting
rates will come under downward pressure unless the
fundamentals are addressed.

MARKETS

Dry bulk may be held back after
2018 by growing orderbook

THE increase in vessel orders placed in the second
half of 2017 is judged to be undermining the dry
bulk outlook for 2019 onwards, despite the
unprecedented contraction in the global fleet that is
leading a sustained recovery in the sector this year.

Beyond 2018, the orderbook is heavily focused on
2019, with twice as many vessels scheduled for
delivery that year as compared with 2020, Braemar
ACM says in a report.

“Six months ago we were not in the least bit
concerned about the orderbook, in proportion to the
fleet, it sat at an all-time low of just 7%,” according
to Braemar analyst James Johnston.

“Now, after a burst of newbuild ordering in the
second half of last year, it starts to raise a few more
eyebrows.”

In January 2017, there were barely any vessels on
order for delivery from 2019 onward, with a total of
just 94 vessels known to be ordered, spread evenly
between the four main dry bulk vessel segments.

By the middle of the year, scheduled deliveries had
nearly doubled to 174, with kamsarmax orders
leading the way. Since then, orders have grown
drastically.

At present, there are 522 vessels on order due for
delivery in 2019 and beyond, which is 348 more
ships from the middle of 2017, with the kamsarmax
segment again taking the lead.

Although the orderbook is not particularly large
compared with the last 10 years, deliveries are
packed into a relatively short time period, which
might stall further growth in freight rates, the
report says.

Meanwhile, early indications on the China front are
promising as structural changes to the economy
continue.

This includes increased focus on debt levels,
continued intervention in industrial activity to
ensure higher environmental standards and a
commitment to ensuring that the housing market
does not become too speculative, which translates
into increased demand for dry bulk carriers.

Mr Johnston anticipates growth in Chinese steel
exports as domestic demand starts to fade and
demand from importing nations grows.

This will likely be boosted in the short term by the
removal of export taxes on steel from January this
year, he says.

Further, trade in the minor bulk segment looks set
to grow faster than trade in iron ore, coal and
grains, giving a boost to demand for the sub-
capesize fleet.

“We expect this trend to continue through to the end
of the decade, and see new demand coming from a
broad range of sources such as spodumene, mineral
sands and potash as well as metal ores, cement and
forest products.”

Robust economic growth underpins

bullish boxship outlook

CONTINUED improvements in the economic
performance of key regions such as the US and
Europe bode well for the container shipping
industry.
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This is indicated in the International Monetary
Fund’s World Economic Outlook for January 2018,
where it revised its global growth forecast in 2018
and 2019 to 3.9% for each year from 3.7% before.
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BIMCO chief analyst Peter Sand notes in a report
that the outcome is mainly due to better than
expected growth from advanced economies, with
the IMF now forecasting gross domestic product for
these economies to grow by 2.3% in 2018 and 2.2%
in 2019 from 2% and 1.8% previously.

“This is the highest upward cumulative revision for
advanced economies since January 2010, when we
saw a false dawn for an improvement in the global
economy. If this growth materialises, it will be
highly beneficial for the container shipping industry,
as growth in advanced economies generates the
highest trade-to-GDP multiplier.”

The strong growth seen in the US and Europe has
led the IMF to keep its forecasts for emerging
markets and developing nations of 4.9% growth in
2019 and 5% in 2019.

Mr Sand says that as long-term global growth is
expected to increase only moderately over the next
few years, nations have to carry out structural
reforms to bring out more growth, thus supporting
productivity and lifting medium and long-term
derived demand for shipping.

Europe continues to see a strengthening in
manufacturing purchasing managers’ indices with
expansion seen over the past 55 months.

“IHS Markit (the PMI data provider) has emphasised
that both input costs and output prices are currently
rising at faster rates. The input costs have increased
because of shortages due to demand outstripping
supply. This provides a rising demand for container
shipping, as the shortage mainly comes from partly
finished goods (and equipment used for production
of consumer goods).”

The IMF increased US economic growth forecasts
for 2018 to 2.7% from 2.3% previously and to 2.5%
from 1.9% on expectations of more activity in light of
the revised US tax bill. Half of the upward revision
for global growth estimates in 2018 and 2019 will be
due to US output and the knock-on effect on trading
partners.

“For the container shipping industry, the economic
picture in the US is favourable, with a possible
pick-up in wages boosting consumer demand. In
January 2018, the US achieved the highest increase
in average hourly earnings since June 2009,
together with a 17-year low unemployment level,
elevating consumer and business confidence.”

In Asia, the IMF revised Chinese GDP growth
forecasts up to 6.6% in 2018 and 6.4% in 2019 from
6.5% and 6.3% previously on stronger external
demand, while Japan’s strong seasonally-adjusted
industrial production figures led to the revision of
GDP growth estimates to 1.2% for 2018 and 0.9% in
2019 from 0.7% and 0.8% respectively.

Things may look promising on the supply side as
well, with Clarksons separately noting that the
global boxship fleet today stands at around 5,192
units and has remained around 5,000 for some
time. It said that just eight vessels were added in net
terms to the fleet in 2017.

“In fact, compared to the boxship fleet at the start of
2012, the fleet today is only 109 vessels larger, even
though an overall total of 5.6m teu (nominal)
capacity has been added to the fleet over the same
period. During that time, vessel numbers have
grown by 2% whilst capacity has grown by 37%.”

Global trade volumes totalling 67m teu in 2000 rose
to 192m teu in 2017, while 5,083 vessels that
comprised the global fleet in 2012 moved 155m teu
compared with 5,159 ships in 2017 moving global
volumes 24% larger.

But Clarksons did caution that, “capacity, if not the
actual number of ships, has grown rapidly, and the
constancy of ‘The 5,000’ is of course in part illusory.
Within the fleet there have been major dynamics
with bigger new ships (as large as circa 21,000 teu)
joining the fleet and older, smaller ships exiting.

“Despite a static fleet in unit terms, that’s where the
capacity has come from, along with the ‘fungibility’
of boxships allowing the ‘cascade’ of larger ships
down onto trades previously served by smaller
vessels in many cases.”

IN OTHER NEWS

Golden Ocean results boosted by
‘improving market conditions’
GOLDEN Ocean, the dry bulk
owner and operator, more than
quadrupled its net profit in the
fourth quarter, as capesize

of the market.
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earnings outperformed the rest

The Norway-based company said
that it has been increasing its
focus on the larger vessel size

because it believes the segment
“provides the greatest amount of
leverage in a strong rate
environment".
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“After returning to profitability
during the third quarter of 2017,
we are pleased with our improved
results for the fourth quarter of
2017," chief executive Birgitte
Vartdal said in the statement.
“We were able to capitalise on
improving market conditions
because of the size, composition
and modernity of our fleet."

Korea Line signs $604m deal to carry
Vale iron ore

SEOUL-based Korea Line
Corporation has been awarded a
25-year contract of affreightment
by Vale for the transportation of
iron ore from Brazil to China.

KLC plans to deploy two very
large ore carriers it ordered from
South Korea's Hyundai Heavy
Industries in the past year.

The news came after KLC
announced that it had posted a
Won101bn operating profit for
2017, a 129% increase on the
year-earlier figure.

Baltic Exchange sets benchmark
trade for LNG index development
THE Baltic Exchange has
established its benchmark trade
for developing a liquefied natural
gas shipping index, paving the
way for future trials in the coming
months, according to its chief
executive Mark Jackson.

In the London-based institution's
first foray into seaborne LNG
trade, which has been registering
double-digit growth annually, the
Baltic Exchange plans to
assesses the round-voyage rates
for the Gladstone-Tokyo route.

“We are going to start with an
Asia route. We will most likely
publish this on a round voyage
basis and on a weekly basis," Mr
Jackson told an industry forum
jointly held by the FFA Brokers
Association and the Singapore
Exchange-owned institution.

Yilport in talks to buy container
terminals

YILPORT Holding is in talks to
buy “several” small and medium-
sized ports and container
terminals in Europe and the
Americas in a push to become a
top 10 operator during the next
decade.

“We believe Yilport will become a
niche global container terminal
operator by 2020 after
acquisitions and investments,”
the Istanbul-based company said
in a statement, without
elaborating on the acquisition
targets.

In addition to port acquisitions,
the company aims to continue
expanding capacity at existing
sites during the next three years,
with double-digit volume growth
expected each year. As part of
the strategy, some terminals will
see annual handling capacities
double from 2018.

British ports say Brexit must plan for
cross-border environmental health
standards

THE British Ports Association
has highlighted concerns over
possible disruptions to UK and
European Union ports if there
were no deals on cross-border
environmental health standards
put in place ahead of Brexit.

It was responding to the
Commons Environment, Food
and Rural Affairs Committee's
report on '‘Brexit: Trade in Food',
which implied that shifts in
UK-EU trade agreements caused
by Brexit could cause major
disruptions to food supply
chains.

“Delays resulting from
inspections at the borders would
lead to increased costs, creating
congestion and particular issues
for perishable goods," said BPA
chief executive Richard
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Ballantyne. “Any Brexit trade deal
must include an agreement to
overcome the need for such
inspections.”

Korea gets its first mobile app for
maritime terms

KOREA Offshore & Shipbuilding
Association has rolled out the
nation's first mobile glossary
application for maritime terms in
a move designed to boost co-
operation among industry
players.

The application covers a total of
3,886 terms that are used in the
international maritime sector,
such as the names of vessel
components and maritime legal
definitions. The glossary is
available in Korean and English.

“We believe the app will boost
co-operation among the
industry's participants, including
not only shipowners and
shipbuilders, but also think tanks
and government organisations
worldwide,” said the association
in a statement.

India takes over operations at
Chabahar port for 18 months
INDIA and Iran have signed an
agreement to lease part of the
Iranian port of Chabahar to an
Indian company for 18 months.

The Port and Maritime
Organisation of Iran has leased
out part of Phase 1 of Chabahar
port, known as Shahid Behesti
Port, to India Ports Global
Limited.

Both countries also agreed on
making transit and trade the core
aspect of bilateral ties and
emphasised the role of Chabahar
in serving as a gateway to
landlocked Afghanistan and
central Asia.

MPC Containers buys 14 more vessels
MPC Container Ships has
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acquired 14 feeders in a deal owned subsidiaries to manage
worth $139.5m, raising its fleet the vessels.

size to 58 vessels.
The purchases, from an

The company expects to take undisclosed seller consisting of
control of the ships by the end of  four 1,300 teu, four 1,500 teu, two
March and will set up wholly 1,800 teu, two 2,500 teu and two

2,800 teu vessels, follow a
successful $75m private
placement and a $100m tap
issue for its senior unsecured
bond earlier in the month.

For classified notices please view the next page.
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