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International Group pool
will pick up Sanchi P&l tab

THE INTERNATIONAL GROUP pooling arrangement will feel the full
force of P&I liabilities for the Sanchi casualty once the vessel’s P&I club
Steamship Mutual has paid the initial $10m layer, the influential trade

association’s executive officer has confirmed.

At this distance from last month’s incident, it is impossible to estimate
the size of the final bill. Once hull and cargo claims are factored in, the
overall cost to the marine insurance sector collectively will comfortably
reach into three-digit million dollar territory.

Protection and indemnity will pick up a substantial proportion of that.
Covered P&I risks include loss of life, clean-up and pollution
compensation, wreck removal if this is ordered by the maritime
authorities, and any liability towards cargo owners, if established.

This time round, though, the clubs will not be backstopped by the Civil
Liability Convention regime, which usually provides a cap on pollution
payouts, because CLC does not cover the condensate carried on board
the ill-fated tanker, the International Group’s Andrew Bardot added.

Had a vessel the size of Sanchi been laden with crude, China’s go-it-
alone surrogate for the London-based International Oil Pollution
Compensation fund would likely have stepped in if the bill were to hit
$78m.

It is unclear whether or not this figure will be reached. Condensate
— an ultra-light form of crude — is, by its nature, cheaper to clean up
than normal crude, given its propensity to rapidly evaporation. That
should mitigate outlays.
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It is the pollution costs that are yet unquantified.
Some pollution has reportedly washed up on
beaches in the region, and there has been damage to
fish-spawning grounds, which could lead to claims
from fishing interests. There may also be a P&I
liability in respect of any bunker pollution.

Sanchi was en route from Iran’s Kharg Island to
Daesan in South Korea, when it collided with the
Chinese bulk carrier CF Crystal on January 6, at a
position some 300 km off Shanghai.

The ship caught fire and spent more than a week
ablaze and adrift, finally sinking in the Japanese
exclusive economic zone on January 14. Three
bodies were recovered, but all 32 people on board
are presumed dead.

Range of headings

The insurance claims will come in under a range of
headings. From a P&I perspective, the vessel was
entered with Steamship, which is in the first
instance responsible for the standard covered risks.

Steamship is an IG affiliate, and participates in the
group’s pooling system. The Sanchi claim — which
occurred in the last policy year — will easily breach
the IG’s $10m retention threshold whatever happens.

Costs in excess of that level are met by the pool,
which runs up to $100m. After $100m, the IG
reinsurance contract provides cover up to $3bn,
should things get that far. Pollution exposure,
however, is limited to $1bn.

China is a signatory to the International Convention
on Civil Liability for Oil Pollution Damage 1972,
known in shipping industry jargon as ‘CLC’, as an
abbreviation for civil liability convention.

However, it has opted out of the IOPC mechanism,
presumably because the resultant levy on consignees
works to China’s disadvantage. It has substituted its
own local top-up compensation scheme.

That will not matter on this occasion. Condensate is
not a “persistent oil” within the meaning of CLC,
and therefore CLC will not be applicable in
determining resultant cargo pollution liabilities, Mr
Bardot said.

“The CLC is only relevant if there is persistent oil
pollution carried as cargo. The cargo was not
persistent oil. It is universally accepted that
condensate is not a persistent oil, and CLC will not
apply, full stop.”

Where pollution from condensate does occur,
especially if it affects beaches or fishing grounds,
compensation will be determined by the laws
applicable in the affected countries.

“It does not sound as if [Sanchi was carrying] a
terribly harmful or noxious cargo. But again, it is a
question of where damage occurs and whether there
is local regulation.

“Sanchi is probably going to engage the pool,” Mr
Bardot conceded. “There were a number of states
and contractors involved in the response to the
casualty. There is potential for pollution and other
losses being suffered by more than one state.”

Separately, there will be a hull claim, with the
National Iranian Tanker Company-owned ship
thought to be worth in the order of $36m. Some 70%
of the hull value is insured through Lloyd’s, with
Skuld leading and 10 other insurers involved.

The Swedish Club also has a line on the vessel,
market sources said. The other 30% is covered by
Iranian insurers, some of them state-backed.

Finally, there is a cargo claim, somewhere in the
$60m ballpark. According to media reports, cargo
owner Hanwha Total Petrochemical Co is covered by
a domestic South Korean insurer.

WHAT TO WATCH

Is piracy in the Gulf of Guinea here to stay?

FORTY-FOUR people kidnapped in less than two
months and four armed attacks in the past week

would have struck a nerve if we were referring to
Somalia, writes Anastassios Adamopoulos.

But this is the Gulf of Guinea, an area steadily
devolving into one of the most dangerous regions for
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seafarers, without an immediately promising answer
in sight to mitigating the problem.

Those looking for a swift international response will
be disappointed. People familiar with the region
share a noted sense of urgency and growing concern
about the direction things are headed towards.
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There is also a fairly established view that the
problem can be fundamentally tackled through the
endeavours of the coastal countries in the region
— their security forces and their policymakers.

The political will to challenge and punish those
benefiting from sea crime is most often cited as the
necessary action. Value is also given to developing
the maritime industry that would result in better
protection of maritime interests by national
authorities. While international influence could play
a role, these are largely national affairs.

Acknowledgment of the problem’s nature also
explains the mostly muted response these incidents
have bred in contrast to the alarm a whiff of
criminal activity around Somalia raises.

Equating the situation with the heyday of Somali
piracy doesn’t provide an adequate solution
blueprint — crimes here occur in national waters
unlike those off Somalia and these are functioning
states. Foreign military vessels cannot just show up
and call the shots.

The geopolitical implications also differ vastly.
Indian ocean piracy threatened to clog the major

trading artery between Asia and Europe, something
that would have had profound economic
repercussions for these two regions and beyond. The
Gulf is no such global link and the political stakes
are thus much lower.

Each Gulf country’s circumstances also matter,
meaning there can be no single answer to the
problem, hence reinforcing the idea that it must
come from these nations themselves.

A $164m Nigerian investment to combat piracy
appears to have borne some fruit; patrol vessels
played an important role in deterring the attacks of
the past few weeks.

Deterrence alone, however, is not enough. As is most
often the case, the state of crime at sea emanates
from the circumstances at land.

Shipping will once again have to rely on exercising
public pressure on the Gulf states and plead with
their own political patrons to strengthen these
states’ fortitude.

Its past record in both ventures indicates this is
doable but may take a while.

The Interview: Jan Dieleman

Cargill’s energetic and enthusiastic head of shipping
Jan Dieleman likes to be at the forefront of
sustainability.

However, while the 44-year-old has backed the
International Maritime Organization’s new sulphur
cap, he is concerned about enforcement and
penalties for non-compliance, and what, if any, a
transitional period will look like.

The IMO’s global regulations on sulphur emissions
will come into force on January 1, 2020, at which
time, the shipping industry will have to adhere to a
global cap on the sulphur content in fuel of 0.5%, a
considerable reduction from the current 3.5% limit.

“Regulation is our number one priority,” Mr
Dieleman, who is responsible for an ever-growing
fleet of dry bulk vessels and clean tankers at the
international commodities giant, said in an exclusive
interview with Lloyd’s List in Geneva. “We will
comply, but we expect others to comply too.”

Mr Dieleman is a strong supporter of the low-

sulphur cap but worries that if penalties are not
sufficiently robust, compliance may be lax.
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“If the penalty is just $3,000, for example, then no
one is going to do it,” he said. “It would be nice to
have a global view for this, rather than per country.”

Mr Dieleman, who worked his way up to head of
shipping in February 2016, joined Cargill after
leaving university.

The Dutchman, who was heading off to join his
family on a skiing holiday soon after the interview,
said the proposed IMO ban on non-compliant fuels
carried on vessels that do not have scrubbers was a
move in the right direction. The ban, if passed,
would likely kick in in March 2020.

But there must be a clearly-defined transitional
period to enable the whole industry to adapt to the
new reality.

“We want to have as fast as possible implementation
of the rule, but there must be a transition period
that is fair and logistically implementable,” he said,
adding that that period could be before actual
implementation or sometime after.

“There needs to be a clear direction,” he added.
Guidance is paramount for compliance.

Page 3



Open-loop scrubbers may be the only way to comply
in the first six months of the regulation because
there may not be sufficient quantities of low sulphur
fuel oil available and ports may not have adequate
storage facilities for the remnants from closed loop
systems, he said.

Cargill is one of the largest charterers of dry bulk
carriers. It operated on average 625 vessels in 2017,
moving some 220m tonnes of commodities such as
iron ore, coal, bauxite, and grains, and about 15m
tonnes of wet products such as palm oil.

It is looking to add tonnage in the dry bulk market
and is eyeing an expansion in the tankers space.

Mr Dieleman has always been big on sustainability.

“Sustainability for us means achieving the right
balance between making profit, protecting the
environment and improving safety and wellbeing
throughout the industry,” he said.

“It also means improving the diversity of our
workforce and making Cargill an inclusive and
positive place to work.”

Cargill is part of the Trident Alliance, a 40-member
group that is working to ensure robust and
transparent enforcement of the sulphur rules, and
Mr Dieleman is on the advisory board of the Carbon
War Room, a non-profit organisation tackling
climate change.

Cargill is also a founding member of RightShip,
which designed a tool to evaluate the seagoing
worthiness of a vessel. It supports the Seamen’s
Church Institute and the Sailors’ Society.

The shipping unit has recently joined four other
groups with the aim of cutting emissions and
improving the safety and efficiency of international
shipping.

It partnered with the Global Maritime Forum and
the North America Marine Environment Protection
Agency on January 10, while more recently, it joined
the Maritime Anti-Corruption Network, recognising
the progress the group has made in reducing the risk
of bribery when loading grains at terminals in
Argentina.

To promote diversity in the organisation, it joined
the Women’s International Shipping and Trading
Association in Singapore, and in Geneva, where
Cargill’s ocean transportation unit is based.

Mr Dieleman, who speaks at least three languages
fluently — Dutch, English and German — joined
Cargill in the Netherlands in 1999 equipped with an
economics degree. He found himself in the freight
division in Geneva three years later handling
panamax bulker trades. He stayed on the desk for 10
years before moving to the US with his family to run
the company’s power and gas unit. In 2016, he
moved back to Geneva, returning as head of
shipping.

He is very much a family man, happily spending his
free time making pizzas with his six-year-old twins.
He enjoys being back in Switzerland and is a keen
cyclist and skier.

Mr Dieleman believes blockchain could be a game-
changer for the dry bulk industry, which tends to
rely on paper trails.

Cargill has been pushing hard to get documents
such as bills of lading into digital form. This idea has
not gained traction because the industry is very
traditional and wary of technological advances.

“Digital disruption will come from outside the
industry, so it is better to get ready for it,” he mused.

Maersk bets the farm on container
transport logistics strategy

AT THE end of 2016, Maersk chief executive Sgren
Skou laid out a bold new vision for the Danish
shipping group that would see it focus on its
transport and logistics businesses at the expense of
all else.

Just over one year on, Mr Skou fleshed out more
details of his plans to analysts and investors at the
company’s annual Capital Markets Day — delayed
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since December to allow for the completion of its
acquisition of Hamburg Siid.

The picture that is emerging is that of a bold bet but
also a risky one.

The conglomerate that once owned businesses
ranging from supermarkets through to energy
companies and the world’s largest container line is
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now going to focus solely on container transport and
logistics.

In the past year it has sold its oil and tanker
business and is in the process of selling Maersk
Drilling.

The constituent parts of the remodelled business
will be Maersk Line — including the recently
acquired Hamburg Stid — APM Terminals, Damco,
Svitzer and Maersk Container Industry.

Mr Skou describes the decision to remove the
company’s other businesses as “shrinking to grow”.

By removing the other businesses, Maersk can now
focus entirely on what it considers to be its core
activity and grow that business into something
bigger than what exists already.

According to chief finance, strategy and
transformation officer Jakob Stausholm, there is an
“unmet demand” for an integrated container
logistics player in the market.

“The industry serving customers’ transportation
needs arose many decades ago and is fragmented,”
he says. “There is not on the market a simple end-to-
end offering and there is an unmet customer
demand now.”

Maersk wants to offer customers an end-to-end
service that will not only cover ocean transport, but
also everything that goes with it, from logistics to
finance.

“What this means is that we want our customers

— the people that ship stuff from one end of the
world to the other — to be able to do that in just
dealing with Maersk,” Mr Skou says. “So we want to
be able to carry the box from one port to another, be
able to provide the inland service, custom house
brokerage, finance the goods, insure the goods, and
whatever other services — consolidation, and so on
— which are maybe relevant for our customers.”

The new strategy puts Maersk on something of a
collision course with some of its own customers

— the logistics firms and freight forwarders that
already do much of this work for customers and then
ship with Maersk.

But Mr Skou does not believe Maersk will end up
eating its customers’ lunch, and presented
Kuehne+Nagel vice-president Otto Schacht to defend
the move.

Lloyd's List | Daily Briefing Monday 26th February

“Maersk has always been a competitor in logistics
field,” Mr Schacht says. “But the forwarder market is
still fragmented. So we don’t have problem with
[Maersk’s logistics business] Damco. There will
always be customers who go straight to the carrier.”

He adds that in a world driven by consumer
demand, the distinction between business-to-
business and business-to-consumer logistics is
fading fast.

Little wonder then, that Mr Skou sees Maersk
eventually having a similar model to the likes of
FedEx and UPS, and hopes they will be considered
peers.

“Shippers perceive shipping as a low-cost sector. The
cost of shipping is so low it is hard to factor into a
shipper’s costs,” he says.

But shipping was also difficult, frustrating and
painful, and Maersk’s strategy was to aim to deal
with those issues. “We believe we can do a better job
for customers.”

Getting from here to there will be a major challenge.

“There is no guarantee that we will be the winner in
meeting that, but at least our starting point is much
better than others because we are actually present in
all parts of the supply chain,” Mr Stausholm says.
“Different customers have different challenges and
there is a huge opportunity to do it better.”

It is not necessarily an easy path, however.

“When you embark on major changes, it is not very
helpful if you are a diversified company with nine
different business,” Mr Stausholm says. “How can
management really focus on that task. That was one
of the reasons we came to the conclusion we would
be better off being an even bigger group in the area
where we are already big, in transport and logistics.”

The decision on breaking up the conglomerate could
have ended with a completely different result, he
added. Everything was considered, including
sticking with energy and doing away with container
shipping.

But while the energy businesses were a big part of
Maersk, they were a small part of the energy sector
and the decision was taken to stick with the sector in
which Maersk was already the market leader.

Some have questioned the sense in giving up a
business that in the past has helped support Maersk
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Line through the hard times, but Mr Stausholm
defends the decision, saying that in the downturns of
2009 and 2015, both shipping and energy were hit
equally hard.

“When the world gets really tough, it is tough to be in
these asset-heavy businesses,” he says. “Where we
are going is trying to add more asset-light businesses
on top of an asset-heavy business. That is the way we
are diversifying the future of the company, rather
than diversification between two asset-heavy
sectors.”

But he admits the company will be vulnerable in its
journey to the destination.

“You shouldn’t play games with your balance sheet
when you are as exposed as we are right now so I am
very protective of the balance sheet,” Mr Stausholm
says. “We need to maintain our investment grade and
restore profitability. We need to be deflationary in
everything we do to reduce our costs and thereby
improve the free cash flow. But it will take three to
five years to get to where we want to be.”

Those could be lean years for Maersk shareholders.
While the company made a profit last year, it suffered

from low volume growth and poor utilisation.

Chief operating officer Soren Toft says problems at its

transhipment hubs — particularly those in Spain that
were affected by industrial action — the cyber attack
the company faced, and terminal pricing pressure all
held down last year’s results, but nevertheless it still
saw an improvement in average rates of $210 per teu
during the period.

“But when there’s revenue there’s cost,” he says. “2017
was a missed year on cost cutting. In the past four to
five years we managed to reduce costs above bunker
costs, but in 2017 costs rose $4 per feu.”

Add to those figures the $14.9bn of debt that Maersk
carries and some investors might feel threatened.
But some of the proceeds of the sales — and Maersk
did $14bn of M&A deals and divestments last year
— will go back to shareholders in the form of special
dividends

But Mr Stausholm looks to the long game, something
Maersk as a company has done for more than 100
years now.

“What is challenging at the moment is that we are in
the middle of the transformation,” he says. “When
you plan something and look ahead, it all looks very
clear. A couple of years from now it will look clear
too. But when you are in the middle of it, it can be a
little hard to see how all the moving pieces come
together.”

COMMENT

Is MSC set to be the big winner from Maersk's
plan to become a global integrator?

COULD Mediterranean Shipping Co be the real
winner of Maersk’s goal to become a fully integrated
transport and logistics company, at least in the short
term? asks Janet Porter.

That may seem counter-intuitive, but it is what some
in the industry are saying. Why?

They make this case because if it succeeds in its goal
to become a one-stop shop for customers and provide
every service required along the whole supply chain,
Maersk will be competing directly with the freight
forwarders.

Admittedly, Kuhne+Nagel’s vice-president for sea
logistics Otto Schacht seemed quite relaxed about the
Danish group’s massive restructuring plans when he
addressed Capital Markets Day, saying that the
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forwarding giant was both a customer and a
competitor of Maersk, as well as a collaborator.

But beneath the service, is there far more tension
between the logistics industry and the world’s largest
containership operator, which has now set its sights
on fully integrating its ocean transport, terminals
and forwarding activities?

For that reason, forwarders may start to direct more
of their business towards Maersk’s 2M partner
Mediterranean Shipping Co that has no such
ambitions, but which is now benefitting in terms of
service reliability from its tie-up with the Danish
carrier.

Should that happen, MSC would profit from typically
higher-paying containers than the freight moved by
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the big beneficial cargo owners, the Walmarts of the
world, that know how to drive a hard bargain.

These are early days, and it is far too soon to judge
whether Maersk will succeed in its vision of fully
amalgamating its ocean transport and logistics
businesses.

Senior executives publicly acknowledge that the easy
part of the shake-up is selling off the non-core
businesses, such as Maersk Tankers and Maersk Oil.

The difficult part is still to come. This involves
combining operations such as Maersk Line and APM
Terminals which have, until now, operated
independently of each other in order for the ports
business to reassure third-party customers that its

sister company was not getting any preferential
treatment.

So it will be some time before the success or
otherwise of Maersk’s strategy starts to emerge.

Meanwhile, in the short timeframe world of container
shipping, every other line will be trying to lure away
Maersk’s freight forwarder customers with dire
warnings about the risks of placing cargo with a line
that also wants to compete for the same business.

So that is why MSC, one of the most aggressive lines
in the business, could have the most to gain over the
next few years from Maersk’s grand plan to re-shape
the future.

Sanchi disaster. marine insurers will

count the cost

THERE is a certain grim symmetry in the death
tolls from the Costa Concordia casualty in 2012 and
the loss of Sanchi earlier this year. In both cases, 32
human beings lost their lives, writes Dave Osler.

Sadly, as the former was a cruiseship and the latter
was a tanker, the story of the sinking of Sanchi will
not garner anywhere near the same amount of
media attention.

But for marine insurers — and the wider shipping
industry — this is shaping up to be a landmark
casualty; the sector will be grappling with its
ramifications for years to come.

It is too early to come to any definitive assessments,
not least because investigations have yet to be
concluded and liability has not yet been established.
Moreover, there are also political complications
aplenty.

What can plausibly be said, even now, is that while
Sanchi will be a serious hit for the marine insurance
community, it is unlikely to be as bad as more
pessimistic scenarios have suggested.

With luck, the final bill for all liabilities combined
can be contained at a low three-digit-million-dollar
figure.

First, the bare facts. Sanchi was carrying a
consignment of condensate from Iran’s Kharg Island
to Daesan in South Korea when it collided with
Chinese bulk carrier CF Crystal on January 6, at a
position some 300 km off Shanghai.
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The ship caught fire and spent more than a week
both ablaze and adrift, finally sinking in the
Japanese exclusive economic zone on January 14.
Three bodies were recovered, but there were no
survivors. CF Crystal was brought into port at
Zhoushan on January 10.

Cover for injury or loss of life is, of course, provided
under a ship’s protection and indemnity policy.
Steamship Mutual — which had not, at the time of
writing, responded to an interview request — has
confirmed that Sanchi was entered on its books.

Compensation in these cases is governed by the
amount stipulated in a dead seafarer’s employment
contract. This varies from contract to contract,
depending on the seniority of the crew members,
and from nationality to nationality. As ever, third-
world lives come cheaper.

For ratings, the sums involved can be quite small, at
just tens of thousands of dollars; middle-class
Europeans may well have that much by way of
household contents insurance. Officers get more. But
bizarrely, payments for injury can sometimes exceed
payments for death, according to one London
lawyer.

In practice, things are not so straightforward. It is
often possible for victims’ families to bring legal
action in other jurisdictions, for instance that of the
flag state or of the EEZ country. An element of
so-called ‘forum shopping’ may come into play.

Both Iran and Bangladesh — from where two of the
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deceased hail — have competent lawyers prepared to
act on a no money down, ‘no win no fee’ basis.
Sometimes the International Transport Workers’
Federation will provide financial support for
litigation. So, in short, the potential costs for loss of
life are as yet unquantifiable, and may or may not be
minimal.

Given a spill of 136,000 tonnes of condensate, plus
up to 2,000 tonnes of bunkers, clean-up costs and
pollution compensation could prove the largest
element of the claim. This will again be down to P&I
policies to meet.

The silver lining is that the spill of condensate, a
form of ultra-light crude, will be less consequential
than an equivalent spill of heavy crude, given that
condensate is prone to rapid evaporation.

On the other hand, the spill has damaged fish
spawning grounds, probably to the detriment of
future catches. That, in turn, could result in further
insurance claims, again potentially of considerable
magnitude.

Reuters reported that the resultant slick measured
13 km by 11 km, and some of it may already have
reached Japanese and Korean beaches. It may also
reach China. We will not know the outcome for some
weeks yet. There will be liability here too, with the
amount dependent on local regimes, experts said.

Again, firm predictions are futile. But some sources
were hopeful that payouts can be contained to tens
of millions of dollars, rather than the hundreds of
millions of dollars predicted in some media reports.

This is important, as Steamship is an International
Group affiliate. The Sanchi claim — which occurred
in the last policy year — will easily bust the IG’s
$10m retention threshold, whatever happens. Costs
over that level are met by the group’s pooling
arrangement, which runs up to $100m.

After $100m, the IG reinsurance contract
theoretically provides cover up to $3bn, should that
prove to be needed.

What seems ruled out is resort to the London-based
International Oil Pollution Compensation Fund, or
its smaller-scale domestic Chinese counterpart,
despite mistaken reports to this effect elsewhere.

The IOPC fund is based on an industry levy under
the Civil Liability Convention 1972, and would
normally kick in for a vessel of Sanchi’s size were
clean-up costs to exceed $78m. China has opted out
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of the IOPC system, but runs a parallel scheme.

However, insurance experts say condensate is not
“persistent oil” within the meaning of CLC, and
therefore CLC cannot be invoked, whatever happens.

Then there is the value of the cargo itself, estimated
at $6om. Cargo owner Hanwha Total Petrochemical
Co has stated its intention to lodge a cargo claim
with its own insurers, thought to be a domestic
Korean concern.

There may be a degree of owner’s liability for cargo,
once more a P&I covered risk, if either vessel is
judged unseaworthy. That will be for the
investigation to establish. But most collisions are the
result of negligent navigation, and most contracts of
carriage exclude liability in that instance.

According to information in the public domain,
Sanchi’s hull value is about $36m. Some 70% of this
is covered by 11 insurers, led by Norway’s Skuld.
Market sources told Lloyd’s List that the Swedish
Club may also have a line on the ship. Skuld is also
CF Crystal’s P&I provider. Skuld declined to be
interviewed for this piece.

The remaining 30% is covered by Iranian insurers.
Iranian media has named two domestic insurance
companies, Alborz and Mellat, as covering 20% and
10% respectively.

Again according to Iranian media, that risk has been
reinsured by Central Insurance of Iran. The London
market believes that Mellat is state-owned or
backed, and thus financially strong.

Wreck removal is a covered risk, and will thus fall
on Steamship if Japan deems wreck removal
necessary. No cost estimates are immediately
available. However, the vessel is now on the seabed,
and removal may not be an issue.

Finally, there is the Iran factor. UK and European
insurers were for several years forbidden to provide
insurance to Iranian entities, a measure that hurt
the marine insurance sector in particular.

European Union sanctions were lifted in 2015, but
some US restrictions remain in place. In
consequence, the IG has gone to great lengths to
remove US reinsurers from its reinsurance
programme.

A possible spanner in the works here is that many
western banks maintain a blanket policy of not
processing lawful payments involving Iranian
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concerns, usually for reputational reasons.

There has been speculation that Asian banks,
especially Chinese banks, will be more amendable.
But even these banks are likely to proceed with
caution.

However, other than payments to the dependents of
the deceased, most payments flowing from the
Sanchi casualty will be made to Chinese, Japanese
or Korean interests, or to the salvage sector. That, at
least, should be uncomplicated.

MARKETS

Record US crude exports offer tanker

owners small respite

NEAR-RECORD US crude exports are offering
small relief to the tanker markets that have been
plagued by newbuilding deliveries and the
Organisation of the Petroleum Exporting Countries’
production cut in recent quarters.

US crude exports reached 2m barrels per day in the
week to February 16, the second-highest on record,
according to the Energy Information
Administration’s latest weekly estimates. The all-
time high was 2.1m bpd in the week to October 27.

“The rise to 2m-bpd in US crude exports is likely to
prove more sustainable than the brief flirtation
[earlier],” Arctic Securities said in a note. “Back then,
higher exports reflected the hurricane-driven
collapse in US refinery demand.”

The development was aided by the first very large
crude carrier shipment in the lower 48 states, which
was made possible by the revamp works to turn the
Louisiana Offshore Oil Port bi-directional.

Having loaded a crude cargo of Mars grade for Shell
in mid-February, the Bahri-owned Shaden is now
sailing to Rizhao, China, according to relevant
parties and data from Lloyd’s List Intelligence.

Most market participants expect US crude exports
to continue growing this year, supported by record
high production on the back of shale revolution.
Latest EIA figures put US output at 10.3m bpd.

Net imports of crude fell to slightly below 5m bpd, a
record low.

“With most of the new production in the US being
very light shale and with most US refineries still
designed for heavier imported crude, they have an
incentive to export a big chunk of their production,”
Banchero Costa research head Ralph Leszczynski
said.
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While not able to lift freight earnings for crude
tankers, US exports have at least provided
employment opportunities and kept oversupply from
worsening.

The time charter equivalent earnings for the
triangulation Middle East-US Gulf-Singapore were
assessed by brokers at nearly $16,500 recently, when
a ballasting leg back to the Middle East is included.
This was almost $10,000 higher than a Middle
East-China voyage.

For US Gulf loadings in March 1-10, the lumpsum
rates for a voyage to Singapore can be achieved at
$3.1m-$3.2m and to China at $4.1m-$4.2m, recent
fixtures show.

On the Baltic Exchange, spot earnings in the tanker
benchmark routes have hovered around multi-year
lows in recent weeks, plagued by severe oversupply
tonnage.

Since January 2017, 159 crude carriers totalling
31.2m dwt have been delivered from shipyards,
according to LLI data.

On the demand side, the 1.8m bpd output cuts of
Opec and its Russia-led allies have continued to see
conformity level exceeding 100%, successfully
bringing down global oil stocks but hampering
tanker requirement.

“We over-delivered... we need to thank Russia,”
United Arab Emirates energy minister Suhail Al
Mazrouei said during the International Petroleum
Week conference, describing the co-operation with
Russia as the “new norm”.

This suggests Opec and Russia could continue to
work together to adjust global oil balances even after
the supply deal ends in December, while the US is
widely expected to lead non-Opec production
growth.
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“Demand from foreign buyers, notably in Asia, for
high quality US crude delivered by stable producers,
can be expected to increase,” the Arctic note said.
“We see this development as fundamentally bullish

for tankers but it won’t be enough to lift the entire
market until Middle Eastern Gulf volumes also
begin to increase and the global inventory cycle
turns.”

Containership demand growth enough
to improve market fundamentals

THE containership sector is expected to continue its
recovery this year on the back of robust import
cargoes into North America.

BIMCO chief analyst Peter Sand said that although
overall demand growth was estimated to be weaker
compared with 2017, the figure should still be firm
enough to improve market fundamentals.

He thus expects demand in 2018 to grow by
somewhere between 4% to 4.5% compared with fleet
growth of 3.9%.

“The IMF January update of its World Economic
Outlook significantly lifted expected GDP growth in
advanced economies for 2018 and 2019. Growth in
advanced economies is generally good for container
shipping demand.”

The organisation said there may be a positive result
for North American inbound loaded box volumes in
2018 after strong growth seen during 2016 and 2017
for imports on the US West Coast and during 2015
and 2017 for US East Coast imports.

“We have yet to see the full effect of the elevated
Bayonne Bridge allowing ultra-large containerships
to pass and enter the New York/New Jersey port.
Loaded containerised imports into New York/New
Jersey were up by 6% for the full year of 2017
compared with the year before.”

BIMCO noted that the total volume of inbound
loaded boxes for the US East Coast in 2017 increased
10.1% and that it took a while for the industry to

factor in the capacity available in the expanded
Panama Canal locks before making full use of them.

Thus, “2018 is likely to be the year in which many
container line networks calling at the US East Coast
will become fully upscaled by deploying ultra-large
container ships”.

Most shipping lines met with success after raising
freight rates in early January following a fall in rates
between August to the end of 2017. This was
especially so on the US-bound trade lanes for east
and west coasts.

BIMCO noted that exports ahead of the Chinese
New Year in mid-February helped to lift rates into
the US East Coast at the beginning of January and
continued the uptrend.

There might, however, be some concerns on the
supply side. The market will likely focus on ultra-
large boxships, of which 53 vessels of more than
13,500 teu are due for delivery.

“We expect 40 to be launched,” said BIMCO. A total
of 55 vessels of similar capacity were expected to be
delivered in 2017, with 43 actually delivered.

So far in 2018, the fleet has already grown by 1.2% in
January equal to the fleet growth for the whole of
2016. With 250,000 teu in capacity expected to be
scrapped versus 398,000 teu in 2017, fleet growth
will stand at 3.9% and newbuilding deliveries will
hit 1.05m teu.

IN OTHER NEWS

Augustea-Oceanbulk bid for
Bottiglieri was ‘invited and supported’
by the banks

LIGHTHOUSE, the joint venture
formed by Augustea Holdings
and Oceanbulk Maritime to bid
for Giuseppe Bottiglieri di
Navigazione, was brought in at
the behest of the embattled
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Italian shipowners' major
creditors, representatives of the
Italian-Greek joint venture have
revealed.

Lighthouse also confirmed to
Lloyd's List that it has appealed a
Naples court decision earlier this
month that found its offer

inadmissible. “We may hear back
from the court within the next 30
days," an executive said.

The first comments from the
Lighthouse camp, which
represents the Zagari and
Pappas shipping families, comes
just ahead of a Tuesday deadline
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for creditors to decide on the
proposal put forward by
Bottiglieri and financial backer
Bain Capital.

DP World accuses Djibouti of illegally
seizing Doraleh port

DP World said there will be no
material financial effect on the
group after it accused the
government of Djibouti of illegally
seizing control of the Doraleh
Container Terminal.

“The illegal seizure of the
terminal is the culmination the
government's campaign to force
DP World to renegotiate the
terms of the concession,” the
company said in a statement.
The company said it has lodged
legal action in London “seeking a
declaration that the contracts are
valid and binding on the
government and to obtain urgent
interim relief.”

Djibouti was reported in a
statement to have said it
terminated the contract with DP
World because the concession
agreement “contains elements in
flagrant violation of the
sovereignty of the state and the
best interests of the nation.”

US targets owners and ships in fresh
sanctions package

SANCTIONS have been imposed
on more than 50 vessels,
shipping companies and trade
businesses by the US in its latest
bid to pressure North Korea over
its nuclear programme.

The US Treasury Department
said it was barring US business
transactions with nine
international shipping companies
from China, Hong Kong,
Singapore and Panama, and nine
of their vessels.

It also blacklisted 16 North
Korean shipping companies and
19 of their North Korean-flagged
vessels and Taiwan's Tsang Yung
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Yuan and two companies he
owns or controls.

PIL, PSA and IBM complete
blockchain trial

SINGAPORE shipping firm Pacific
International Lines, port operator
PSA International and IBM
Singapore have successfully
completed a blockchain trial in
transporting cargo to Singapore
from Chongging in China through
the Southern Transport Corridor.

“We are highly committed to this
idea because we, as a company,
believe the wider application of
blockchain across the global
logistics and shipping
businesses will lead to much
greater operating efficiencies,
security and transparency. It is
the future for our industry,” said
PIL managing director S S Teo.

The firms noted in a statement
that the trial had achieved the
objectives of transparent and
reliable implementation of
multimodal logistics capacity
booking processes that also
adhered to transportation and
trade regulations, real time
tracking and tracing of the cargo
in transit as well as “permissoned
access control for ecosystem
participants”.

Korea's shipping blockchain
consortium gets more members
SOUTH Korea's shipping and
logistics blockchain consortium
has more than doubled its
membership, to 38, since
launching last year.

Among the new members are
Amazon Web Service, AIG and
Logitech, who have joined
consortium founders such as
Hyundai Merchant Marine, SM
Line, Samsung SDS, and IBM
Korea.

Samsung SDS noted that several
trials had shown that blockchain
technology could boost business

efficiency and save costs,
attracting the attentions of more
industry participants.

StealthGas adopts wait and see
strategy in disposal of older tonnage
NASDAQ-listed StealthGas
intends to take a wait-and-see
approach when disposing of its
older tonnage in the market, said
chief executive Harry Vafias.

He said the company had
intended to scrap a number of
vessels, but because secondhand
prices had improved, the ships
were able to be sold at a healthy
premium over demolition prices.

“In some cases, up to 200%,
which is an amazing boost to our
bottom line," he said, adding that
the company has no plans to
immediately replace the older
tonnage because it had been
taking delivery of newbuildings
steadily over the past three years.

Shipping Corporation of India signs
MoU with Petronet LNG

SHIPPING Corporation of India
and Petronet LNG Limited have
signed a memorandum of
understanding to jointly explore
potential business opportunities
in the field of liquefied natural
gas and other related
hydrocarbons.

Chief executive Anoop Sharma
said that the agreement aims to
integrate expertise of SCI and
Petronet LNG to explore, build
and develop LNG infrastructure
around the Indian coast and tap
potential in the inland waterways.

The company has a pool of
trained and experienced officers
operating LNG and LPG tankers.
Petronet, on the other hand, has
experience, knowhow and
expertise in the field of LNG
terminal, re-gasification and LNG
supply chain management and is
endeavouring to expand its
business activities.
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Indonesia postpones law to control According to a Jakarta-based The trade ministry has stipulated

who can ship coal coal trader, the new regulation a period of six months to one
INDONESIA has postponed a that was scheduled be passed as  year to review the policy,
regulation intended to require legislation on April 26 this year, although an official statement
coal traders to use vessels will now be revised over concerns has yet to be issued, the trader
controlled by local shipping that it would weigh on the said.

companies. country's coal exports.

For classified notices please view the next page.
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INDIA PORTS GLOBAL LIMITED

CIN: U61100MH2015GOI261274

Global TenderNotice -Tender No: IPGL/YARD CRANES /2018
“‘Request for Proposal” for Design, Manufacture, Supply,

Installation, Testing, Commissioning and Guaranteeing
the Performance of Yard Cranes at Shahid Beheshti Port,
Chabahar, Islamic Republic of Iran, vide tender No
IPGL/Yard Crane/2017 has been cancelled on
29.01.2018. Fresh bids are now invited of aforesaid
tender. Notice dated 26.02.2018 will be uploaded for
invitation of proposals from interested bidders. Last date
for receipt of submission is 10.04.2018, 1500 hrs. For
details, log in at http://www.jnport.gov.in;
eprocure.gov.in/epublishing/jnpt; kandlaport. gov.in;
Ipa.nic.in
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