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EU fines shipping companies
$486m after cartel probe

SHIPPING GROUPS CSAYV, K-Line, WWL-EUKOR and NYK have been
fined a total of €395m ($486m) in connection with an alleged cartel in
sea transportation of new cars and trucks.

The penalities were part of €546m in fines issued by the European
Commission to car shipping groups and car parts suppliers for anti-
competitive behaviour, the EU executive said.

MOL was also named in the announcement as being involved, but
avoided any financial sanction as it had alerted the commission to the
cartel.

The commisson’s investigation covered a six-year period from October
2006 to September 2012.

“The five carriers formed a cartel in the market for deep sea transport
of new cars, trucks and other large vehicles such as combine harvesters
and tractors, on various routes between Europe and other continents,”
a commission statement said.

It said the carriers’ sales managers met at each other’s offices, in bars,
restaurants or other social gatherings and were in contact over the
phone on a regular basis.

“In particular, they co-ordinated prices, allocated customers and
exchanged commercially sensitive information about elements of the
price, such as charges and surcharges added to prices to offset
currency or oil prices fluctuations,” according to the commission.

“The carriers agreed to maintain the status quo in the market and to
respect each other’s traditional business on certain routes or with
certain customers, by quoting artificially high prices or not quoting at
all in tenders issued by vehicle manufacturers.”
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The cartel affected both European car importers and
final customers.

In 2016, around 3.4m motor vehicles were imported
from non-EU countries, while the EU exported more

than 6.3m vehicles to non-EU countries in 2016.

Almost half of those vehicles were transported by
the carriers that have been fined, the commission
said.

WHAT TO WATCH

LNG shipping could face threat
from shale boom in China

THE shale gas revolution in the US has boosted the
long-term prospects for liquefied natural gas
shipping, writes Max Tingyao Lin.

But if the same thing is to occur in China, it might
just seriously dampen them.

With strong political will behind the country’s shift
to cleaner energy, LNG imports have been growing
at a breakneck pace in recent years. China became
the world’s Number 2 importer in 2017, with
volumes up by 46% on the previous year.

Some analysts have predicted China will overtake
Japan to become the largest importing nation within
the first half of this century — a bullish scenario for
those who bet on LNG shipping, as the country is
expected to need large volumes in longhaul trades
from the US, where production will likely continue
to boom on shale output.

However, in BP’s latest Energy Outlook, China is
forecast to become the world’s second-largest shale
gas producer by 2040, with output growing to 22bn
cu ft per day. That follows the Energy Information
Administration’s International Energy Outlook,
which predicts that China’s shale gas production will
increase to 19bn cu ft per day in 2040 from 700m cu
ft in 2016.

Those figures matter to shipowners because building
LNG carriers is a long-term investment, with vessels
generally operating well beyond the age of 20. While
domestic shale output will directly compete with
pipeline gas from central Asia and Russia as an
energy source in China, there is also a great chance
of LNG import volumes being squeezed — simply
because they are expected to account for a large
portion of China’s gas supply and vulnerable to
volatility in international cargo and shipping
markets.

That said, there has yet to be strong evidence to be
overly concerned.
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In the BP and EIA forecasts, China’s LNG imports
will still experience rapid grow in the next two
decades (though could probably be higher without
the incremental shale output). And despite owning
the world’s largest technically recoverable shale gas
reserves, China’s production has been falling short
of expectations.

Beijing generally sets out official targets in its five-
year plans — and shale has not been a bright spot.

China was aiming for production of 6.5bn cu m in
2015, but actual output only amounted to 4.5bn cu
m. It then adjusted down the target for 2020 to 30bn
cu m from 60bn cu m-100bn cu m.

In terms of fracking technologies to extract shale
gas, China remains far behind the US. State-owned
conglomerates control the Chinese energy industry,
and they lack the entrepreneurial mojo enjoyed by
the US shale industry — generally composed of
small and mid-size players.

Moreover, China’s reserves are often considered
more difficult to develop due to their locations and
geological natures.

The country also lacks domestic gas logistics
infrastructure to route production to major
consuming regions, disincentivising shale
investments, especially when international gas is
cheap and readily available.

That said, no one is really writing off what China’s
political will can achieve.

The country is emerging as the demand driver of
natural gas almost based on Beijing’s sheer will to
tackle pollution — but in terms of energy security,
over-reliance on LNG imports is certainly not in
China’s long game.

The EIA forecast the US’ annual tight, shale gas and
coalbed methane production to increase by 20trn cu
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ft in the 30 years to 2040, while China’s growth
would be only half of that. If China can somehow

manage to move closer to the US’ league, risks for
LNG shipping investors will rise significantly.

UK shipping minister calls for bold action

on gender equality

THE UK shipping minister Nusrat Ghani has called
for bold action on gender equality in the maritime
industries.

Ms Ghani was addressing the inaugural meeting of
the Women in Maritime Taskforce, set up by
promotional group Maritime UK. The taskforce will
create recommendations to government and
industry — or quick wins — on equality. Women
make up only 3% of the UK maritime workforce.

Ms Ghani pledged her support in taking up “difficult
issues” with government and urged taskforce
members to be brave.

“We musn’t have recommendations that are easy to
digest. If we are going to be shy it will be a wasted
experience,” she said.

Ms Ghani spoke about her own experience of being
one of very few Asian women in parliament and
hailed the very different outlook she brought to the
table.

She called on the Women in Maritime Taskforce to
ensure that industry leaders are open minded in
recruiting people who do not reflect themselves.
“People from different backgrounds have different
experiences, they raise different challenges and they
have different perspectives and that enables
business to grow.”

Chair of the taskforce Sue Terpilowski called for
quick wins on gender equality and immediate and
decisive action. “This is not a talking shop,” she
warned attendees.

The Women in Maritime Taskforce will create three

working groups to address the key stages of a
maritime career path: inclusion, retention and
progression. The groups will look at education and
communication; keeping women within the industry
after a career break; and paving the way for more
women in senior executive roles.

It has agreed to create evidence-based
recommendations by expanding on existing annual
survey data by HR Consulting, part of Spinnaker
Global. Members will distribute the survey
throughout the industry in coming months.

The taskforce heard a number of examples of
industries that launched a Women in Finance
Charter in 2015. Companies that sign the charter
agree to name one executive employee with
responsibility for gender diversity; to set time-based
goals on diversity; decide how to achieve those goals;
and to report annually on progress.

The HM Treasury initiative was launched in
conjunction with New Financials, a data partner
owned by Virgin Money.

The Women in Maritime Taskforce was formalised
in December to increase the number of women in
the sector, and specifically how to get more women
into senior roles. It includes senior level executives
from across industry including the ports,
engineering and classification sectors, alongside
trade union representatives, skills and training
partners, and industry associations.

It has set itself a three-month deadline to produce
recommendations to government.

OPINION

Maersk hedges its future on integration

AP Moller-Maersk’s decision to become a fully
integrated transport and logistics company, and
withdraw from energy-related activities, was not
taken lightly, writes Janet Porter.
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The vote could have gone the other way, with the
Danish group focusing on oil and gas, and pulling
out of liner shipping and related businesses. After
all, its roots were in the tanker trades, with Maersk a
relative latecomer to containerisation.
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When plans were announced to split up the
company, and to cease being a conglomerate,
questions were raised about why Maersk would want
to focus on the volatile and traditionally low-margin
container shipping business, which, at least
according to industry talk, had been subsidised by
Maersk Oil over the years.

Certainly, the two sides of the business appeared to
offer the group a good hedge. But in recent times,
that has not been the case, as Maersk executives
pointed out this week.

In particular, on two painful occasions, in 2009 and
2015, both the shipping and energy sectors were
plunged into recession at the same time.

As chief finance, strategy and transformation officer
Jakob Stausholm pointed out, when the global
economy heads south, “it is tough to be in two
asset-heavy businesses”.

Just as importantly, the board concluded that its
management could not be fully focused on nine
different businesses, which is what was expected
within the highly diversified Maersk group, which
consisted of Maersk Line, APM Terminals, Damco,
Maersk Container Industry, Svitzer, Maersk
Tankers, Maersk Oil, and Maersk Drilling.

Eventually, senior management and Maersk’s
principal shareholders agreed that it should be a
focused company rather than a conglomerate, and
that transport and logistics offered the greater
opportunities in the long run.

As chief executive Sgren Skou said at this week’s
Capital Markets Day, the decision was taken to
shrink, in order to grow the business. So Maersk is
now in the midst of a massive shake-up.

It has $14bn worth of transactions over the past
year, including the disposal of Maersk Tankers and
the purchase of Hamburg Siid, and the sale of
Maersk Oil about to close.

But separating the two sides of the business and
selling off what are now non-core businesses, is the
easy part.

Far more difficult is the integration of remaining five
divisions that have in the past been run at arm’s
length from each other.

Still, Maersk has reached the point where there will
be a single bottom line — although whether the
brands will also be aligned has yet to be decided.

But is Maersk, which once owned an airline, a
supermarket, a bank, bulk carriers and tankers,
taking a big risk by concentrating on just one
business sector? Has it lost its hedge in what is still a
notoriously cyclical business?

Maersk executives think not.

The new transport and logistics business will be
both asset-heavy, as far as ships and terminals are
concerned, and asset-light in terms of the logistics
services it hopes to offer as it aims to provide
customers with services right along the supply
chain, and become the UPS or Fedex of the shipping
world.

What Maersk is doing is undoubtedly a gamble.

But there is no going back now, and by this time next
year, the market will have a much clearer idea of
how the new company structure is working, and
most importantly, whether customers like what they
see.

MARKETS

BIMCO sees improving dry bulk

market this year

SHIPPING association BIMCO expects that the dry
bulk market will continue to see improvements this
year.

It says demand growth of 2%-3% this year will
outpace fleet growth of 1.4%, meaning “the dry bulk
shipping industry should be facing another year of
improvement to the fundamental balance”.
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One of the key drivers is China’s policies to cut
pollution, which have resulted in higher imports of
better-quality iron ore and coal, and BIMCO expects
this trend to continue for years to come.

Navios Maritime Holdings, citing Clarksons data,
said that global seaborne iron ore trade was
expected to rise to 1.5bn tonnes in 2018, up 3.2%
versus a year earlier. Of that, China’s imports are
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expected to increase 3.6% to 1.1bn tonnes.

Australian exports still make up the lion’s share,
increasing by 2.9% to 852m tonnes, while Brazil’s
share will increase by 5.3% to 400m tonnes.

The increased volumes from Brazil should help
tonne-miles.

Demand from China for soyabeans will also
continue to be strong, BIMCO said in a report on
Wednesday.

Mr Sand, following a decline last year. Cement
should grow by 3% to 110m tonnes.

But he cautioned against over-ordering new vessels.

January saw 5.6m dwt ordered, including 20 very
large ore carriers, a portion of which were based on
long-term contracts of affreightment with Brazilian
mining giant Vale.

“While this is a sign of the times, it’s also clear that
industrial shipping on the main trading lanes limits

“We see Brazilian soya exports picking up” in the

the spot market for international owners and

first quarter and into the second quarter, said chief

shipping analyst Peter Sand. That will offset a

decline in US exports.

operators,” Mr Sand said.

By early February, the orderbook consisted of 720

ships with a combined capacity of 81m dwt. That
compares with a high reached in November 2008 of
Another trade that should see growth is cement, said 4,056 vessels with a capacity of 332m dwt.

IN OTHER NEWS

Institutional investors eye APM
Terminals' asset sales
INSTITUTIONAL investors are
expressing interest in port assets
that APM Terminals may put on
the market.

Maersk's ports business is
preparing to sell a minority stake
in at least one of its terminals
this year as it seeks to raise cash
and reduce costs. However, the
Maersk division, which is now a
central part of the Danish group's
plans to transform itself into an
integrated transport and logistics
business, will retain majority
control of all facilities in its
portfolio, APMT chief executive
Morten Engelstoft told Lloyd's
List.

He declined to comment on how
much money APM Terminals
hopes to raise from selling
shares in some of its assets.
“Part of our objective for 2018 is
that we would like to identify at
least one location where we
could conclude a monetisation
— a high value terminal where we
could divest a minority share,
keep control and management
but raise cash,” he said during

Maersk's Capital Markets Day in
Copenhagen.

Global Ship Lease takes 60% rate cut
on OOCL charter extension

NEW York-listed Global Ship
Lease has agreed to slash the
charter rate for a post-panamax
boxship it has currently chartered
out to OOCL in return for an
employment extension.

The extension will be a direct
continuation of the existing
charter and will begin next month
at a fixed rate of $14,000 per day
for a minimum period of about 10
months, with the earliest
redelivery date expected by
January 1, 2019.

OO0CL will also have the option to
further extend the charter by two
months and redeliver the 2004
built, 8,063 teu OOCL Qingdao at
the latest by March 15, 2019.

Matson opts for organic growth over
M&A

MATSON will continue to focus
mainly on organic growth amid a
fragmented container shipping
industry that has seen a number
of major mergers and
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acquisitions.

In a highly fragmented market, a
number of firms were actively
seeking acquisition
opportunities, said chief
executive Matt Cox in an
earnings call.

However, New York-listed Matson
will primarily concentrate on
organic growth, he said, adding
that, “but that's not to say if we
find a nice tuck-in acquisition
that we would not be interested
in looking at it."

The company recently replaced
one of its older container barges
with a new and larger vessel as
part of its plan to ramp up
investment in its Hawaiian
operations.

Greek and German owners behind
vessels scrapped at South Asian
yards

GREECE and Germany have been
ranked at the top of a list of
shipowners that sent their
vessels to yards in South Asia to
be scrapped during 2017.

According to data compiled by

Page 5



NGO Shipbreaking Platform, 543
vessels out of a global total of
835 were manually dismantled at
shipbreaking yards on the
beaches of Bangladesh, India
and Pakistan. Working conditions
in these places have been
criticised for being hazardous to
workers, with many operations
regarded as being
environmentally sustainable.

During 2017, at least 10 workers
were killed at the yards on the
beaches of Gadani in Pakistan. A
total of 15 deaths were reported
at Bangladeshi yards, while at
least eight fatal accidents
occurred in Alang, India.

Norway's $1.1trn sovereign
wealth fund last month pulled out
of its investment in four shipping
companies for scrapping vessels
in Bangladesh and Pakistan.

Wilhelmsen Ship Management makes
foray into offshore wind sector
WILHELMSEN Ship Management
has ventured into the offshore
wind sector with a five-year
maintenance contract.

The shipmanagement arm of the
Wilhelmsen maritime group has
teamed up with affiliate NorSea
Group to provide technical
maintenance for TenneT's off-
and onshore transformer stations
as well as AC electricity
transmission systems, with the
project expected to start by this
year.

Norsea Group Wind chief
executive Dennis Jul Pedersen
said: “The offshore wind market
is moving from niche to being
one of the leading sources of
renewable energy. Securing this
contract enables our companies
to deliver services in accordance
with the high demands of health
and safety standards that TenneT
expects."

HHI sees 160% jump in shipbuilding
and offshore new order value
SOUTH KOREA's Hyundai Heavy
Industries saw a 159.7% year-on-
year surge in new order value for
shipbuilding and offshore
projects to $1.08bn in January.

The jump was mainly driven by
affiliate Hyundai Mipo Dockyard,
with its new order value for the
month up by 6,200% to $126m
from $2m on a year-on-year
basis.

However, HHI itself saw the value
of new orders in the shipbuilding
and offshore and engineering
sectors fall by 45.5% and 95.8%
respectively.

The news follows analysts'
expectations that HMD is to
secure more orders while
expanding its market share in
2018.

NYK develops program to detect
vessel engine malfunctions via sound
JAPAN's Nippon Yusen Kabushiki
Kaisha has developed a program,
dubbed Kirari Muse, to check for
vessel engine malfunctions
based on sounds detected during
a voyage.

An NYK statement said: “Sounds
made by an engine are an
essential tool to see if there are
any issues with the vessel. The
program will detect engine
sounds and analyse differences
on a daily basis while sharing
such information with relevant
parties on a real-time basis."

The shipping line added that it
planned to conduct trial sailings
in which the program would be
deployed on its existing vessels.

Japan reports suspect cargo transfer
by North Korean vessel to UN

A SURVEILLANCE aircraft from
Japan spotted two vessels
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suspected to be conducting
illegal ship-to-ship cargo
transfers in breach of
international sanctions imposed
on North Korea.

The tankers were seen about 250
km east of Shanghai last Friday.
They were positioned side by
side with hoses running between
them, according to a statement
from Japan's Ministry of Foreign
Affairs.

One of the vessels was identified
as the North Korea-flagged Yu
Jong 2 while the other smaller
vessel had the Chinese
characters Min Ning De You 078
painted on its bow, meaning the
vessel is from Ningde city, Fujian
province in China.

Japan has reported the matter to
the UN Security Council.

Cheniere Energy and Panama Canal
Authority to boost LNG tanker transits
THE Panama Canal Authority is
working with Cheniere Energy to
increase the number of transits
by liquefied natural gas tankers
through the waterway as the US
continues to ramp up gas
exports.

Inaugurated in June 2016, the
advent of the expanded canal
gave 90% of the global LNG fleet
access to the waterway, thereby
facilitating the transportation of
LNG by US producers to Asia at
more commercially viable prices.

More than 280 LNG vessels have
transited the canal's
neopanamax locks since then,
with traffic expected to grow at a
stable rate.

Navios Holdings banks on increased
dry cargo exposure

NAVIOS Maritime Holdings, the
mothership of Angeliki Frangou's
Navios Group, has posted better-
than-expected results for the
fourth quarter of 2017, on the
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back of a strong operating performance from its “We are expanding our fleet capacity and creating
dry cargo fleet. market exposure at an opportune time," Ms
Frangou said. “We did this using modest capex,
The company turned its focus during the quarter on because we chartered in the kamsarmaxes, three
increasing its dry cargo fleet capacity by 11%, with favourable purchase options. Also, our
following the addition of nine vessels and the chartering strategy created market exposure for
disposal of two older units. Its increased operating  73% of our 22,684 available days in 2018."
leverage in the dry bulk segment comes at a
propitious time for Navios Holdings.

Classified notices on two pages

PAKISTAN NATIONAL

: SHIPPING CORPORATION

ACQUISITION OF UP TO TWO
SECONDHAND LR-1 PRODUCT TANKERS

Pakistan National Shipping Corporation (PNSC) as Managers
invite offers through Shipbrokers enlisted with Baltic Exchange
for acquisition of up to two secondhand LR-1 Product tankers.

For criteria and other details related to the aforesaid tender /
procurement please visit our website www.pnsc.com.pk or
PPRA website www.ppra.orq.pk.

PNSC reserves the right to accept or reject any or all bids
strictly as per PPRA, 2004.
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The Next Generation
Lloyd’s List Intelligence Seasearcher

Do you want to identify new business opportunities ahead of your competitors?

With the Next Generation Seasearcher platform, you can use geospatial mapping tools to receive customised
alerts on global fleet port callings including vessel ETA’s. This means you can see which vessels are approaching
your locations and view their contact information to win custom before your competitors.

Seasearcher also shows you detailed ship characteristics, inspections and deficiencies, so you can anticipate the
needs of individual ships and reach out to vessels before they reach port.

The service allows you to view full vessel characteristics including:
Physical dimensions
» Construction details
» Classification society
>
>

v

Shipowner
Vessel contact details

You can also view the deficiencies found during inspections to assess the revenue opportunity of the vessel.
When you need a granular view of all the components that make up a ships operational structure, you can rely
on Seasearcher to give you the most accurate and detailed data possible to win new business.

To find out more, please call +44 (0)207 017 5392,
email info@lloydslistintelligence.com or visit info.lloydslistintelligence.com
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