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Daily Briefing
Leading maritime commerce since 1734

Tuesday July 3, 2018

Five risks to check: Container 
shipping

CONTAINER CARRIERS ARE an optimistic lot; they have to be. How 
else would they continue in a sector that has spent most of its existence 
destroying shareholder value?

But that optimism often leads to an irrational exuberance. Give a 
carrier a couple of quarters of profits following an extended downturn, 
and it will tell you the corner has been turned, demand is back, and 
that now is the time to order more big ships.

That pattern appears to have happened again following last year’s 
turnaround in container shipping, after the previous years of carnage 
and chaos saw the industry consolidate itself into seven major lines 
and three main alliances.

When freight market conditions picked up in the second half of last 
year, carriers were able to earn enough to turn a profit for the full year. 
Entering 2018, you would be forgiven for thinking that all had been 
fixed in box shipping. Demand was rising, supply was coming into 
balance, services were improving and all was right with the world.

That did not last long.

By the end of the first quarter, not one single line was able to show a 
net profit. Despite rising revenues on the back of better demand, 
spiralling cost, largely from increased bunker prices, meant that the 
most successful lines could only make positive earnings before 
interest, taxation, depreciation and amortisation. Some could not even 
achieve that. But all found their bottom lines turning red.

Bunker bills are not the only issues. Growths in box trade have been 
uneven in main trading lanes as fears over a global trade war worsens, 
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while large newbuilding tonnage is hitting the water. 
Both factors would exert downwards pressure on 
freight rates.

In no time, the carriers’ trouble could spread to the 
wider parts of the industry. The rally in the boxship 
charter market could soon be over. And port 
operators might face even worse returns.

The jury is still out on how this year will pan out for 
container shipping, but the sage advice might be for 
industry players to stop listening to Pollyanna, and 
channel its inner Cassandra. As something of a 
reality check, we would explain below what we 
believe to be the most significant risks the industry 
faces.

Rising bunker costs
The price of fuel has soared by 25% during the past 
six months. The price of a barrel of oil touched $80 
during May, and while it has come off the boil 
somewhat since then, it is still over twice the price it 
hit in January 2016 and there is little sign of the 
trend reversing.

Carriers have announced a series of bunker 
surcharges on many trade lanes in attempts to 
recoup some of the incremental fuel costs from their 
customers. But those have not been well received. 
Shipper groups are up in arms about what they see 
as opaque, arbitrary efforts to increase revenues.

While there is an argument that shippers and 
beneficial cargo owners should have to share the 
pain, there is an equally compelling case that it is up 
to carriers to mitigate their own costs. Bunker costs 
can, and should be, hedged.

Whether customers will pay the surcharges remains 
to be seen. Larger bulk carrier operators will have 
the power to negotiate their way out of them, and 
spot market customers could use surcharges as a 
means of beating down the base rate.

Bunkers are set to become even more of a problem 
for carriers in the next 18 months as they prepare 
for the introduction of the International Maritime 
Organization’s low-sulphur regulations. While those 
do not come in effect until January 2020, carriers 
are already having to consider what they will do to 
mitigate sulphur emissions.

Many are hoping that low-sulphur fuel will be 
available at an affordable cost, which is likely 
another case of delusional thinking. Others are 
beginning to have scrubbers installed. But this is not 

a quick fix. Ships need to be taken out of service for 
several weeks for a scrubber to be installed, and 
then there is the cost of the scrubber technology 
itself.

Uneven container trade growth
Figures from Container Trades Statistics showed 
that demand rose by 4.8% from January to April 
2018 compared with the same period last year, with 
volumes up to 54.2m teu from 51.8m teu.

The figures were boosted by strong figures in April 
that made up for a weak period in March, when 
volumes declined year on year by 2%. Box volumes 
grew by nearly 6% in April, as containerised trade 
returned to the growth trail at the start of the 
second quarter. Carriers handled 13.8m teu in April 
on the major trade routes, compared with 13.1m teu 
during the corresponding month of 2017.

On the face of it, this should be good news for 
carriers, who need demand to increase to meet the 
supply capacity they have ordered. But the devil lies 
in the detail; growth is not universal across all trade 
lanes, and those with the most capacity deployed are 
seeing the lowest growth. The intra-Asia growth has 
been strong, but the main lane trade between Asia 
and Europe has failed to inspire.

While analysts are predicting demand growth to 
remain on track at around 4% to 5% this year, there 
are dissenting voices. Even Maersk Line, the world’s 
largest carrier by capacity, has curbed its optimism 
over growth expectations, warning of a potential 
consumer slowdown that would lead to lower 
growth.

And there are further fears on the horizon. US 
president Donald Trump’s America First policy 
threatens an escalating trade war that could see 
trade between major economies reduced as tariffs 
are imposed. The recent G7 conference in Canada 
did nothing to allay fears that US allies will respond 
with retaliatory tariffs when faced with the US’s 
tariffs on steel and aluminium.

Moreover, the US is still rattling its sabre at China. 
In early April, the US announced proposals to 
introduce tariffs of an additional 25% on imports of 
1,300 goods from China, worth around $50bn in 
annual imports. A final list of products targeted was 
released on June 15.

Chinese container exports to US account for around 
5% of global seaborne container trade. Some 
analysts provisionally suggest that tariffs could 
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impact up to 7% of US box imports from China, 
equivalent to 0.4% of global box trade. This has the 
potential to affect container volumes on the 
transpacific trade, with potential knock-on effects 
on intra-Asian trade.

While the details and impact of a potential trade war 
remain vague, it is still something the container 
shipping sector could live without. Carriers are 
preparing for the peak season, when retailers in the 
US and Europe stock up ahead of the Thanksgiving 
and Christmas holiday shopping period. Given the 
weakness at the start of the year, carriers need a 
strong peak season to pull up rates and the threat of 
trade disputes will make it hard to judge capacity 
requirements.

Getting this wrong could lead to too many ships and 
too much capacity being on the wrong trade lanes at 
the wrong time, and this inevitably leads to lower 
rates.

Looming capacity crisis
Pricing and capacity go hand in hand, but the sunny 
outlook forecast by carriers at the start of the year 
has seen them bring out the sunscreen instead of the 
umbrella.

Keen to capitalise on growing demand, carriers have 
added new routes and services, hoping to gain new 
customers and cargoes. This has required additional 
tonnage, much of which has been chartered in, 
increasing the hire rates carriers pay.

According to Alphaliner, containership deliveries 
reached 557,000 teu in the first four months of the 
year and remain on track to reach a total of 1.4m teu 
by the end of the year.

Over 900,000 teu of boxship capacity is still scheduled 
for delivery in the remainder of this year, including 
750,000 teu from ships of 10,000 teu or larger.

Scrapping, which over the past two years has seen a 
vast amount of capacity, particularly in classic 
panamax segment, removed from the market, has 
led to an idle fleet of less than 1% of total capacity. 
Owners that may have thought of deferring delivery 
are choosing not to on the back of this low level of 
unemployed ships.

But the large number of newbuildings set to 
join the fleet this year will exert pressure on 
the market, with total supply continuing to 
exceed demand. With scrapping falling to 
negligible levels, total containership supply 

growth is expected to remain at 6% this year.

Even a minor gap between supply and demand can 
translate into overcapacity and as has been seen in 
the past, overcapacity crushes freight rates.

Dark clouds over charter market
On the face of it, the containership charter market 
looks to be ticking along nicely. Rates are at a near 
three-year high, fixture activity remains buoyant 
and a low idle fleet is keeping the market in check.

This may have generated renewed optimism for the 
beleaguered sector and those non-operating owners 
lucky enough to have survived container shipping’s 
recent storm, but there are signs of yet more dark 
clouds on the horizon.

Putting uncertainties concerning global demand to 
one side, the major concern will be the possible 
fallout from an underwhelming set of first-quarter 
financials of container carriers.

As carriers endeavour to cut operating costs and 
take stock of significant losses, lowering bunker bills 
— causing the most financial damage, will no doubt 
be top of the agenda. However, as seen in the past, in 
times of liner hardship it is the charter market that 
inevitably takes a hit.

Fundamentally, lines will always look to protect 
their own assets. Owned tonnage will therefore 
always take preference over chartered tonnage, 
which could spell a tricky period in the months 
ahead for non-operating owners if carriers are able 
to rejig services to better utilise their own fleets.

Threatening to escalate the issue even further is the 
prospect of fresh tonnage, with carriers expecting 
significant ship numbers through the remainder of 
the year. These new units will in numerous 
instances be deployed at the expense of leased units 
where possible.

For non-operating owners, the carriers’ financial 
predicament could not have come at a worse time, 
coinciding with the charter market’s notoriously 
quiet period in the middle part of a year.

If indeed their clients are true to form and turn up 
the heat by reducing their exposure to the charter 
market, the owners could be facing the burn well 
beyond the summer months.

Dwindling returns
The old adage says that profit is the return of the 
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risk, or in other words if players are operating in a 
riskier environment, as a general rule of thumb 
returns should be increasing.

Unfortunately for the container port sector, it is 
proving to be the exception of this rule. The industry 
seems on a downward trajectory, as return on 
invested capital dwindles despite rising operational 
risks.

A Drewry analysis of a cross-section of the 
industry’s top terminal operators recently revealed 
that a downward trend on the return on invested 
capital is ‘clearly evident’.

Indeed, ROIC in recent years, even with a slight 
improvement in 2016 and 2017, is on par with 2009, 
when the industry suffered its one and only drop in 
annual volumes in its history.

The overriding factor behind this unwelcome 
development is the maturity of the market. The 
flatlining return, while inevitable, has come sooner 
than many expected and in parallel with the 
upheaval among its core customer base — the 
carriers.

The worst may be over, but the repercussions of 
carriers’ recent crisis are still being felt, as reflected 

in heightened operating risk for ports amid solely 
modest demand growth.

With the number of carrier customers shrinking on 
the back of unprecedented merger and acquisition 
activity in the sector and the subsequent formation 
of three global liner alliances, terminal operators are 
feeling the pressure on operational and capital 
expenditures like never before.

Not only are box port operators struggling with 
handling bigger ships and the peak cargo volumes 
that come hand-in-hand with larger vessels, they are 
also under tremendous pressure to lower handling 
fees. With carriers continually rationalising and 
fine-tuning networks to make best of alliances and 
ensure new ships sail at maximum capacity, 
terminal operators have needed to increase 
efficiency in customs operations in an increasingly 
competitive environment amid significant market 
share volatility.

In adapting to this challenging landscape, port 
operators are mirroring the carriers by way of 
consolidation and M&A activity of their own. 
Meanwhile, tie-ups with carriers to guarantee 
forward cargo are becoming increasingly common, 
as the focus switches away from greenfield 
expansion to ensuring existing capacity is utilised.

Japan questions Australia’s IMO reform push
JAPAN will not support the Australia-led proposal 
to consider reforming the International Maritime 
Organization, citing concerns regarding the 
potential compromise of the IMO’s technical 
expertise.

The proposal tabled by Australia and 11 other 
member states, including Liberia and the Bahamas, 
for discussion during the IMO Council meeting, 
taking place in London from July 2 to July 6, does 
not offer recommendations, rather it suggests the 
consideration of fundamental changes to the upper 
echelons of the IMO decision-making process, with 
effects on future environmental and safety 
regulation.

These ideas are underpinned by amendments to the 
IMO Council, the body responsible for the internal 
structure of the IMO, and to the IMO Assembly, the 
highest governing body that elects the Council and 

decides on budgetary and the IMO’s work 
programme.

The council, which is made up the world’s 40 biggest 
maritime nations, and the assembly, composed by 
all IMO member states, may be the two supreme 
bodies that approve major decisions within the IMO, 
but the crux of the issue is around changes to the 
committees and sub-committees, which specialise 
on areas such as the environment and security, and 
craft the rules and regulations that the council and 
assembly back.

Japan is willing to discuss the proposal for reform 
as it contains elements that need careful 
consideration and these will lead to amendments 
to the IMO Convention, which will be time 
consuming.

“However, Japan does not see a compelling need for 

WHAT TO WATCH
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a drastic change, since we believe the current system 
has worked fairly well. In this regard, Japan cannot 
support the proposal as it is,” the Japanese 
government told Lloyd’s List.

Among the proposal’s suggestions is to consider 
giving the Council a more active role in setting, 
directing and monitoring policy of the decision 
made by committees like the Marine Environment 
Protection Committee and Maritime Security 
Committee.

“The council and the assembly should take the 
opportunity to provide policy guidance to the 
committees and sub-committees before referring 
new and emerging issues and should take a more 
active role in monitoring and assessing the work of 
the committees,” the proposal suggested.

Japan explained it cannot back the suggestion 
because the council and assembly delegates often 
come with less technical expertise than those in 
committees such as MEPC and MSC.

That could ultimately interfere with the committees’ 
work and undermine decisions to be taken by the 
committees which are more technically refined, 
Japan claimed.

On the other hand, Japan would support extending 
the council’s two-year terms as envisaged in the 
proposal.

Transparency also features in the document, which 
calls for discussions to become more open and 
accessible to the public and the media.

But for Japan the issue is not so straightforward.

It says it is committed to transparency and does not 
see any problem in the proposed release of the audio 
files of the assembly to the public, or in the proposal 
that council documents are made available to the 
public after a certain time.

“However, we do not prefer significant deviations 
from the established practices on the release of the 
meeting outcome and documents to the press/
public, as well as opening the meetings to the 
public,” the government said.

While the assembly plenary is open to the public, a 
Japanese official explained that opening the closed-
door meetings of the assembly, called Committee 1 
and Committee 2, to the media would hinder the 
willingness of some member states to discuss their 
positions and agree to compromises.

“We are also of the opinion that the agenda items 
whose outcome will be released to the press by IMO 
Secretariat prior to the meeting’s conclusion should 
be restricted to such cases as where public 
information service releases to the press on the 
agenda items have already been completed,” Japan 
said.

BIMCO’s Pedersen says questions remain 
over the IMO’s sulphur cap
A STRING of critical questions needs addressing if 
the International Maritime Organization is to 
implement its sulphur regulations successfully, 
according to BIMCO deputy secretary-general Lars 
Robert Pedersen.

The first relates to the sufficient supply of low-
sulphur fuel oil, he said during a green shipping 
conference hosted by the shipping group in 
Shenzhen.

An IMO fuel availability study in 2016 stated that 
the 2020 sulphur cap would require every refinery to 
optimise their product mix to make it possible to 
supply the shipping industry as well as other sectors, 
Mr Pedersen said.

“Even if the refiners all co-ordinated their efforts, it 

would be difficult — but such co-ordination would be 
illegal.”

Another question concerns the non-availability 
exemption provided by MARPOL annex VI, 
regulation 18 — a situation where a ship cannot 
obtain compliant fuel at a port — and whether it can 
be extended to 2020.

“Even if the ship is allowed to use a non-compliant 
bunker, when is it expected to be back in compliance 
again, [not to mention] the effect of the still-to-be-
adopted ban on carriage of non-compliant fuel on 
ships without scrubbers,” Mr Pedersen said.

And there are more questions about blended fuels.

Compliant blends for the 0.5% sulphur cap are likely 
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Wang condemns ‘overly aggressive’ 
IMO deadline
FORMER Seaspan chief executive Gerry Wang has 
criticised a decision by the International Maritime 
Organization to enforce the sulphur regulations in 
2020.

The global 0.5% sulphur cap was coming with 
premature technical solutions and an unprepared 
industry for resulting massive financial costs, he told 
the Green Port & Shipping International Conference 
hosted by BIMCO in Shenzhen.

“The 2020 deadline is overly aggressive.”

Mr Wang said the “absurd” policy was made by a 
bunch of “muddleheaded IMO fellows without 
common sense”, and would have painful 
repercussions on the shipping industry.

Refineries lack the willingness to mass produce 
low-sulphur fuel oil — as one of the measures to 
comply with the IMO rules — unless it proves to be a 
lucrative business, Mr Wang said.

“With today’s technologies, I’ve never been sceptical 
of their output capacity. The question was whether 
they have the intention to produce LSFO.”

He said owners should bear in mind that the high-
sulphur fuel oil is a very low-end product, a 
remainder of the crude oil after gasoline and 
distillates have been extracted.

“So if the ships don’t burn HSFO anymore, how are 
refineries are going to deal with the residuals?”

Meanwhile, if shipowners opt for scrubbers, their 
existing fleet will bear the brunt of enormous 
upfront costs.

For a large containership, retrofitting costs 

$3m-$5m, while the price for equipment is about the 
same. There is also a drydocking period of four to 
six weeks, during which the vessel’s income will be 
halted, Mr Wang estimated.

“That means approximately $10m investment for 
one ship, or $1bn if you have a fleet of 100 ships.”

But most liner shipping owners and carriers do not 
have much money in their pockets right now after 
many years of industry downturn. And it is difficult 
to pass on the costs to their clients amid the current 
lacklustre market conditions.

“Shippers won’t accept a price increase just because 
you have new equipment on board. The price is 
fundamentally determined by supply and demand,” 
Mr Wang said.

His forecast was that fleet speed will slow down 
further by at least 10% to cope with the significant 
rise in operating costs.

That, however, could benefit freight rates as part of 
the carrying capacities would be taken out of the 
markets.

Another good side to the sulphur cap is the 
opportunities that have emerged for Mr Wang’s new 
business. The shipping veteran was in the early stages 
of developing point-to-point logistics services for 
liquefied natural gas, Lloyd’s List reported in April.

He told Lloyd’s List on the sidelines of the 
conference that his start-up has got tank container 
transport for the super-chilled fuel in the works.

For newbuildings to meet the IMO’s sulphur 
requirement, LNG is the choice of the future, he told 
the audience.

not to fall within ISO 8217 specification, the 
international benchmark that defines the properties 
of fuels at the time and place of custody transfer.

This is a problem, especially when a non-ship-owner 
party, which is more interested in meeting the 
commercial value rather than the fuel’s technical 
properties, buys the fuel.

“How can you contractually agree on a fuel quality 
without having a standard to refer to?” Mr Pedersen 
said.

In addition, the more blending the worse the quality 
of the fuel may be, as the materials vary in different 
regions of the world.

Without specifications, ships may receive bunkers 
that cannot be loaded on top of tanks on board, 
which might leave ships paralysed while at sea, 
according to Mr Pedersen.

“Are we ready for the 2020 0.5% sulphur cap on 
fuels used outside emission control areas?” he asked. 
“The questions are many and answers few.”
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Report turns spotlight on ‘weak governance’ 
at the IMO
THE International Maritime Organization faces 
several flaws that may hinder its ability to meet its 
own climate goals in reducing carbon emissions.

These include uneven national interest 
representation, a lack of accountability, open 
registries and disproportionate corporate influence, 
according to Transparency International, which has 
published a new report to coincide with the IMO 
Council meeting.

The report, Governance at the International 
Maritime Organisation: The Case for Reform, 
outlines several key policy issues and 
recommendations that the IMO needs address to 
meet international standards.

The Germany-based lobby group says changes are 
“essential” if the IMO is going to honour its 
environmental and climate mandates and reach a 
reduction of greenhouse gas emissions of at least 
50% by 2050.

Its study is an expanded version of the preliminary 
report issued in April just before the IMO struck a 
provisional agreement to cut shipping’s annual 
emissions by at least 50% by 2050.

“For the IMO to meet its ambitious goals to reduce 
shipping emissions, several things need to change,” 
said Rueben Lifuka, vice-chairman of Transparency 
International, in a statement.

“Our biggest recommendation is to transform the 
IMO’s accountability policies, which are hindering 
policy making and leaving the agency susceptible to 
private influence. While the IMO’s initial strategy 
adopted in April is a big step forward for the 

international shipping sector, more must be done to 
ensure the agency meets its targets.”

The heavy financial contribution of a few select 
member states with the largest fleets and their 
importance in ratifying regulation affords them the 
ability to exert disproportionate sway on IMO policy 
making, TI warned.

Excessive corporate influence, through various 
industry organisations in the IMO as well as the 
corporation employees officially representing 
member state delegations, is also hampering the 
IMO’s governance and could lead to a significant 
fallout.

“By allowing private companies to debate and vote 
on issues of transnational public interest, the IMO 
undermines a basic premise of the UN system of 
international governance,” TI said.

The only unambiguously positive attribute in the 
IMO’s governance, according to TI, is the strong 
level of transparency with regards to public access to 
information and IMO policies.

The criticism against the IMO comes as its 
governing body considers a proposal tabled by 
Australia and 11 other countries to reform its 
structure and governance.

Delegates from some member states and 
organisations say that reports such as those 
produced by groups, including Transparency 
International, do not fully understand how the IMO 
works and are fundamentally driven by 
environmental concerns rather than efficient policy 
making.

ANALYSIS

Rate relief for transpacific carriers, but for 
how long?
TRANSPACIFIC carriers have finally been offered 
some respite from falling freight rates off the back of 
a successful round of general rate increases, helping 
lift at least some of the burden of burgeoning bunker 
bills. However, questions remain as to whether rates 
will hold firm in the coming weeks.

The latest Shanghai Containerised Freight Index, 
forecasting spot rates for the coming week, shows a 
near 30% jump on the Far East-US west coast trade 
this week to its highest level since early February to 
$1,545 per teu.
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CMA CGM extends emergency bunker 
surcharges
FRENCH container carrier CMA CGM will extend 
its moves to recover bunker costs through 
surcharges despite customer backlash about the way 
in which surcharges are being applied across the 
industry.

“A significant increase in bunker prices has been 
observed since the beginning of the year,” CMA 
CGM said. “Unfortunately, prices have continued to 
rise even more sharply recently.”

CMA CGM first announced a bunker surcharge at 
the end of May. The new rate will be $55 per teu for 
dry boxes and $85 per teu for reefer containers.

“Because bunker prices have remained high, the 
CMA CGM Group has decided to maintain these 
measures. Consequently, from July 1, these bunker-
related surcharges, based on the average of bunker 
prices in May, will be applied to all long-haul cargo 
worldwide.”

Last week the European Shippers’ Council called on 
carriers to meet their customers to discuss real 
operational issues instead of resorting to new cost 
surcharges.

Commenting on a survey the ESC had conducted 
before carriers began to introduce surcharges, ESC 

Spot rates on the Far East-US east coast trade 
climbed 15.7% to their own five-month high of 
$2,524 per teu, according to the SCFI.

Transpacific carriers announced GRIs, effective July 
1, ranging from $700 to $1,000 per loaded 40 ft box.

That was in addition to separate ‘emergency bunker 
surcharges’ announced by carriers as a means of 
recuperating some of the cost of soaring oil prices 
from its customers.

So far this year, carriers serving the Asia-North 
America route have had it far from easy.

Not only have lines had to contend with spiralling 
fuel costs but also significant overcapacity, which 
has shown little sign of receding amid heightened 
competition on the trade. With lines jostling for 
market share, rates through the first six months of 
the year have remained stubbornly low, as carriers 
continuously sacrificed rates for cargo volumes.

Even with the latest gains to the North American 
spot market, the SCFI shows that average rates on 
the Far East-US west coast and Far East-US east 
coast trades through to the end of June were down 
15.3% and 12.7% respectively. Adding the 
approximate 20% hike in bunker bills against last 
year to the equation and the hit to carrier earnings 
has been substantial.

The ‘transpacific freight war’, as it has been dubbed 
by industry analysts Alphaliner, saw its first casualty 

last month, when 2M partners Maersk Line and 
Mediterranean Shipping Co pulled the plug on the 
alliance’s Far East-Pacific North-West offering TP-1/
Eagle.

“The move comes just as the traditional transpacific 
summer peak season is due to start and it sends a 
negative signal to the market,” said Alphaliner. “The 
announcement comes just six weeks after SM Line 
launched its PNS loop on the same route — a further 
sign that rival carriers have successfully eroded the 
2M carriers’ share in the transpacific market.”

But this does not signal an end of the carriers’ battle 
for market share, with CMA CGM’s APL due to 
launch another new service, Eagle Express X, on the 
trade from the start of next month connecting 
Ningbo and Shanghai with Los Angeles, added 
Alphaliner.

Making matters even worse on the transpacific has 
been the growing uncertainty generated by the 
impending Sino-US tariff war.The first round of 
tariffs come into effect later this week. However, US 
ports have already reported a notable drop in 
Chinese imports in recent weeks, a trend unlikely to 
instil confidence for the coming peak season.

With anecdotal reports suggesting that slot space for 
cargo is plentiful for upcoming sailings, the fear will 
be that the initial success of this week’s GRIs will be 
eroded in a matter of weeks, as the fundamentals 
will continue to weigh heavily in the shippers’ 
favour.

MARKETS
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secretary-general Nik Delmeire said: “It is 
disappointing that, even after the big reorganisation 
of container services following the start of new 
alliances, carriers still do not meet the expectations 
of their customers.

“At the time of the survey, the carriers’ emergency 
bunker surcharge, which we regard as customer 
unfriendly, was not yet in place, and it is reasonable 
to think that the results of the survey would be 
worse if it was done now.”

The ESC has also written to the European 
Commission to highlight its concerns about the wave 
of emergency bunker surcharges recently applied by 
container lines, arguing that their “almost 
simultaneous” introduction was “tantamount to 
price signalling”.

In a letter sent to EU commissioner for competition 
Margrethe Vestager, Mr Delmeire said the ESC had 
been informed by its members that most of the 
largest container liner companies had increased 
their freight rates on June 1 by adding an emergency 

bunker surcharge to the normal freight rate.

“Under the present circumstances, the use of such 
instrument is unjustified,” he said. “Oil prices had 
indeed been rising during the past month, but the 
latest hike cannot be assimilated to an emergency.

“Oil price fluctuations, up or down, had been 
frequently happening in the past years and no 
negative surcharge was applied when the barrel of 
oil went down to $40 some time ago.”

Nevertheless, fuel prices have been having an 
impact on carrier results. Last week German carrier 
Hapag-Lloyd warned it would have to reduce its 
earnings outlook for the year following an increase 
in operating costs.

The adjustment was the result of “an unexpectedly 
significant and continuing increase in the 
operational costs since the beginning of the year, 
especially regarding fuel-related costs and charter 
rates combined with a slower than expected 
recovery of freight rates”, the company said.

IN OTHER NEWS
Odfjell to sell Rotterdam tank terminal 
for $155m
OSLO-listed Odfjell Group said it 
plans to sell its port of Rotterdam 
tank terminal to the Netherlands-
based terminal and storage 
operator Koole for $155m.

The sale of the terminal, in which 
Odfjell Group has a 51% stake, is 
part of a wider restructuring of 
the company’s tank terminal 
ownership model. Private equity 
firm Lindsay Goldberg owns the 
remaining 49%.

In May, Odfjell revealed that 
Lindsay was considering 
completely divesting from its 
joint venture with Odfjell, which 
controls eight tanker terminals 
around the world.

Freight forwarders won’t be 
compensated for Felixstowe 
disruption
FREIGHT forwarders are unlikely 
to be compensated for any 
operational damage and costs 

incurred as a result of the 
disruption to operations at 
Felixstowe last month.

The UK port experienced several 
days of congestion following the 
introduction of a new terminal 
operating system.

Mediterranean Shipping Co and 
Maersk units Hamburg Süd and 
Seago were among companies 
that diverted vessels because of 
the disruption.

Maffei’s departure casts doubt over 
future of FMC
THE future of the Federal 
Maritime Commission is looking 
increasingly precarious after 
Daniel Maffei left the agency on 
Friday, reducing the number of 
commissioners down to just two 
from the usual five.

Mr Maffei, whose term of office 
expired at the end of June, had 
no choice but to quit after the 
White House failed to renominate 

him, or put forward an alternative 
candidate.

The Washington agency that 
regulates the shipping industry to 
ensure US importers and 
exporters are treated fairly by 
ocean carriers now only has two 
commissioners, acting chairman 
Michael Khouri, and Rebecca 
Dye, who are both Republicans.

HHI cuts a third of offshore executive 
roles
HYUNDAI Heavy Industry has 
made redundant one third of 
executives in its offshore and 
engineering division, following 
the decision to bring the 
business to a halt from August.

The temporary closedown will 
also lead to a large number of 
idle workers, Yonhap News 
Agency reported on Sunday.

Although the trade union 
requested for paid leave for 
workers in rotation, HHI was 
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considering various options with 
no decision made yet, a company 
spokesman was quoted as 
saying.

CSSF extends free membership 
programme
THE Container Ship Safety Forum 
is offering free membership to 
owners of fleets of less than 
10,000 teu in an effort to extend 
its reach among non-operating 
owners.

“With this option the CSSF hopes 
to attract companies to work 
towards its vision of a container 
shipping industry with high-
safety standards ensuring no 

harm is caused to people, ships, 
cargo and the environment,” the 
CSSF said in a statement.

The CSSF, which represents more 
than 36% of the teu capacity of 
the global container ship fleet, 
also announced that Greek 
boxship owner Navios has joined 
the body as a full member taking 
the number of companies to 17.

Lloyd Fonds appoints Sturtzkopf to 
management board
LLOYD Fonds AG has announced 
changes to its board.

Financial market specialist 
Jochen Sturtzkopf has been 

appointed to the management 
board, which until now had 
consisted solely of Klaus Pinter.

Mr Sturtzkopf, who will look after 
sales and real estate, previously 
worked for regional savings bank 
Hamburger Sparkasse, and more 
recently for consulting firm 
Trimpoint Value Partner. His term 
will run until the end of 2020.

Mr Pinter, whose service contract 
was extended by a further two 
years, to June 2021, will 
concentrate on finance, shipping 
and other asset sectors, 
including fiduciary matters and 
corporate communication.

For classified notices please view the next page.
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