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Customer focus and 
modernisation can see off 
all challenges, Inga Beale 
tells marine insurers

THE LONDON MARKET is facing unprecedented challenges, but 
marine insurers can see them off with customer focus and 
modernisation, the chief executive of Lloyd’s of London has told an 
industry audience.

Dame Inga Beale — who is due to step down from the job next year 
— was speaking at the Marine Insurance London conference held in 
the UK capital this afternoon.

Marine insurance has been synonymous with Lloyd’s since its 18th 
century inception, and London continues to hold a third of the global 
marine market, she reminded attendees.

But challenges are coming at the fastest pace she can remember since 
she entered the industry over 30 years ago, Ms Beale went on.

There is pressure on pricing, coverage has had to be expanded, and low 
margins are increasingly coming under severe pressure.

As a result, it is difficult even to talk about trends, or what is happening 
to pricing. Where once there was talk of cycles, or hard and soft 
markets, the current situation has probably become the new normal.

This represents a challenge for underwriters and brokers alike. But 
ultimately the market needs to be sustainable for all parties concerned, 
not least for the clients’ own good.
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This year has seen all clubs in the International 
Group ask for zero general increase, the first time this 
has happened in a generation, Ms Beale pointed out.

Historically, where P&I pricing falls, hull and 
machinery prices tend to rise, but this may not 
happen in new normal.

But there are plenty of potentially disruptive 
influences, including US protectionism, the 
prospects for the Chinese economy and 
overtonnaging. Massive new boxships concentrate 
values, and thus exposure, at record levels.

The regulatory landscape is becoming ever more 
challenging, and there have been adverse court 
rulings.

Brexit is also looming, and Lloyd’s has responded by 
establishing a Brussels subsidiary. Ms Beale said she 
felt confident regarding the prospects for Lloyd’s, but 
London’s financial services ecosystem faces 
uncertainty.

The year 2016 was the fifth year in row that cargo 
claims payments have exceeded premium volumes, 
causing some marine lines to pull out.

As a result, the aggregate combined ratio in marine 
has pushed up from 103% in 2013 to 105% in 2015. 
London market premiums for marine fell 2.4% over 
the same two years.

Nevertheless, the London market continues to 
employ the best experts in world, particularly for 
marine. Because of that, it can face up to any 
challenges if it takes three key actions.

Firstly, there must be a total client focus. Building a 
business model around customers ensures that 
insurers can be successful whatever happens.

The second key task is innovation, and for its part, 
the corporation will do all it can to foster it, she 
insisted.

Its Lloyd’s Lab initiative is designed to assist start-
ups, while Ms Beale has been committed to 
modernising procedures ever since she stepped into 
the top job.

She has also highlighted electronic placing platform 
PPL, designed to take out non value-added tasks 
such as rekeying, while maintaining face-to-face 
relationships. While progress is being made, 
adoption rates need to rise.

“If we can crack this, we will be seen as leapfrogging 
everywhere else in the world. There is not a market 
that has cracked it, no one,” said Ms Beale.

The third thing is to sing the praises of the London 
market story, through campaigns like the ‘London 
Makes It Possible’ initiative.

Five risks to check: LNG shipping
LIQUEFIED natural gas will be the fuel of the future, 
with double-digit trade growth in the coming years, or 
even decades, and whoever wants to invest in shipping 
the clean fuel will benefit to a major degree.

Those kinds of bullish remarks have prevailed for 
much of the past year. And in many ways they are 
true: China’s drive to curb pollution is boosting its 
LNG imports, while exports from the US are going to 
ride high on shale output.

But this does not mean there are no risks to the supply 
chain that could slow down LNG’s rise to its supposed 
dominance, hurting shipping demand along the way.

The shortening of supply contracts has stimulated 
spot trade for both cargoes and vessels. But the lack of 
secured long-term cashflows is curbing investment in 
production projects.

Furthermore, the forecasted shortage of ships — an 
obviously bullish development for shipowners — may 
not benefit the industry, if it turns out to be overly 
severe and consequently dampens consumers’ 
confidence in LNG as a reliable fuel source that can 
better oil.

LNG tanker owners have been holding their heads 
high, and rightfully so. According to Lloyds List’s 
latest quarterly survey, spot charter rates of 150,000 
cu m-180,000 cu m LNG carriers are expected to 
average $58,764 per day in 2018 before rising further 
to $68,500 in 2019.

However, vessel owning is a long game. Some caveats 
remain and they may weaken the bullishness of this 
promising sector.

WHAT TO WATCH
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Japan’s move towards solar and nuclear 
energy
A combination of solar power winning a growing 
share of solar power and gradual resumption of 
nuclear power operations is putting a cap on Japan’s 
LNG consumption, which is dominated by the utility 
sector.

Following shutdowns of nuclear plants in the 
aftermath of the 2011 Fukushima disaster, Tokyo’s 
ramp-up of LNG-fuelled power generators drove 
global LNG prices through the roof and caused LNG 
carrier rates to spike. But prime minister Shinzo Abe 
has been slowly bringing a small number of nuclear 
power plants back online — eight out of 42 operable 
reactors had restarted operations by May 2018, 
Banchero Costa data shows.

Consequently, Japanese LNG imports decreased by 
2.3% compared to the same period last year to 30.1m 
tonnes in January to April.

The trading pattern is also changing, as solar panels 
tend to have higher output in summer. Solar energy 
has enlarged the spread of natural gas demand 
between winter and summer, exaggerating market 
tightness in winter and sluggishness in summer, 
said Rystad Energy analyst Xi Nan, adding that the 
trend is expected to continue.

In the medium term, the Japanese government is 
aiming to produce 40% of the pre-Fukushima 
nuclear output from solar energy, which is 
equivalent to more than 10% of the country’s total 
requirement.

The trends of using more solar and nuclear energy 
will have long-term impact. In Rystad Energy’s base 
case, LNG demand in Japan will decrease to 75m 
tonnes in 2025 from 84m tonnes in 2014.

Vessel supply crunch looms
With the high volume of liquefaction capacity 
expected to come online during the next two years, 
the LNG shipping sector faces a shortfall of vessels 
required to transport this growing volume.

According to Clarksons, there are around 60 vessels 
due for delivery in 2018-19 and 29 in 2020, while 
90m tonnes of liquefaction capacity is expected to 
become operational in the next 24 months.

BW LNG managing director Yngvil Eriksson Asheim 
said in an industry event recently, that assuming no 
delays in production projects: “If, for every million 
tonnes of liquefaction capacity, we need around 1.4 
vessels, we will be short of ships.”

The view is echoed by other industry participants 
such as GasLog Partners, which sees an LNG 
capacity shortage soon.

The US-listed company believes the industry will 
need 35 to 62 extra carriers by the end of 2022 to 
meet the incremental demand for LNG trade, which, 
based on its estimate, will grow by 6% per year 
through 2025.

Some others are predicting an even more severe 
shortage. Westwood Global Energy consultancy 
estimates that 265 additional LNG carriers are 
required in 2018-22, of which 154 have yet to be 
contracted.

Battle for supply
However, while the vessel supply concerns are real, 
they have been partially mitigated by project delays 
in the US.

Cheniere Energy has arguably one of the best 
industry records in bringing liquefaction facilities 
online, but others have fared worse.

The Freeport LNG project in Texas has put off the 
start-up date of train 1 to September 2019, train 2 to 
January 2020 and train 3 to May 2020 owing to 
construction delays and flooding following 
Hurricane Harvey. The three liquefaction trains, 
each having an annual capacity of 5m tonnes, were 
originally due to begin commercial operations 
between the fourth quarter of this year and the third 
quarter of 2019.

On the other hand, the commissioning of Cameron 
LNG in Louisiana, which has a total capacity of 15m 
tonnes per annum, has been delayed from 2018 to 
2019.

Those developments will curb the gains in LNG 
shipping rates, Stifel noted in a report.

Long-term supply risks
LNG buyers have led the charge in recent years to 
end long-term, restrictive contracts linked to crude 
oil prices in favour of shorter-term or even spot 
deals with prices linked to LNG indexes or other 
natural gas prices, such as the US benchmark Henry 
Hub.

Last year, the number of LNG spot cargoes reached 
more than 1,100, around three cargoes a day, Shell 
said in its annual outlook.

This results in uncertainty about future prices for 
producers, which has been identified by Deloitte as 
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the top challenge in LNG project financing and 
investment, especially for greenfield projects.

Evidently, final investment decisions on LNG 
projects have nearly stopped following a wave of 
investments in 2011-15.

According to Bloomberg New Energy Finance, about 
30m to 33m tonnes per annum of new capacity will 
be added from 2018-20 because of earlier 
investments. But global capacity will peak at 396m 
tonnes per annum in 2021 and will begin to fall 
behind demand after 2025, it estimates.

The scramble for new project looms, as it takes 
several years to go from a final investment decision 
to producing LNG cargoes, Hartland Shipping 
argues. But the industry may be acting too late to 
prevent a supply shortfall by the middle of next 
decade, it noted.

To support further trade growth, final investment 
decisions on new production projects will need to be 
made in the next few years. But that will happen 
only when the mismatch between buyers’ and 
suppliers’ requirements is resolved.

Trade wars
The prospect of a trade war between the world’s two 
largest economies poses a real threat for the LNG 
market.

This is mostly because the US-China trade lane is 
one of the main routes for long-haul LNG cargoes, 
which has boosted tonne-miles.

The shale boom is expected to make the US one of 
the top three LNG exports by the end of this decade, 
while the total Chinese imports reached 38m tonnes 
in 2017, up 46% on year, making China the world’s 
second-largest importer.

China’s policy to replace coal with natural gas in 
residential heating and some industries is expected 
to continue to drive growth in LNG imports, even as 
some moderation is likely in coming years.

While the two seem a perfect match on the LNG 
supply chain, Beijing and Washington are 
threatening to apply additional tariffs on bilateral 
trades. Beijing has so far refrained from imposing 
tariffs on US LNG imports, but talks can still go 
awry and put US-China trade at risk.

Could leasing ballast water 
treatment systems work?
THE BALLAST Water Management Convention has 
become something of an anathema to almost 
everyone involved in the shipping industry.

For the International Maritime Organization it has 
become a landmark decision, oscillating between 
embarrassment and miscalculation as seen through 
a two-year reprieve granted last summer 13 years 
after its adoption, while for the shipowners it is a 
dreaded investment that can cost up to $2.5m 
depending on the size of the vessel and the 
individual system.

The scale of the financial burden prompted some 
companies to consider innovative new leasing 
models whereby owners install the equipment for a 
designated amount of time and pay in instalments 
with interest.

One company betting that the model can take off is 
the 2016-founded FloLease, which offers long and 
short-term lease solutions for BWT systems.

Having been in the industry for over a decade and 
having helped develop a tropical testbed for BWM 
systems in Singapore, FloLease International 

business development head Thomas Lillig believes 
there is apt room for a leasing market within the 
industry.

Short-term leases range from 30 to 60 months while 
long-term leases last from 60 to 120 months, in 
which the lessor has the option to purchase the 
system at the end of the lease.

But the success of the model depends on convincing 
the other two key stakeholders; system vendors and 
shipowners.

A technically complex venture
Mr Lillig said that based on his conversations with 
manufacturers and owners there had generally been 
a positive reception towards the idea.

There are currently six systems that have received 
type approval from the US Coast Guard, the golden 
ticket for manufacturers as it ensures compliance 
with US regulation.

AlfaLaval, among the biggest of the six USCG-
approved vendors, is not currently considering the 
leasing option, according to company vice-president 



Lloyd’s List | Daily Briefing Friday 6th July Page 5

for marine separation and heat transfer equipment 
Anders Lindmark.

The primary reason is the technical complexity of 
installing and uninstalling a fitted system, he 
explained, which creates difficulties that impede 
AlfaLaval’s interest in the service.

Nonetheless, at the behest of customers who sought 
different pricing deals, the company decided to 
launch a credit programme for BWT systems, 
supported by the Swedish Export Credit 
Corporation.

Interest in AlfaLavals’s systems is ramping up; the 
order intake for 2016 was SKr264m ($29.5m), and 
climbed to SKr724m in 2017. There is a continuing 
growth trend this year, Mr Lindmark said.

Despite the anticipated spike in interest, Mr 
Lindmark reiterated that as of now the manufacturer 
was not looking to offer the lease option, even if that 
came at the request of a large customer.

Intertanko regional manager for the Asia-Pacific 
region Tim Wilkins said that at the moment, not 
many of Intertanko’s members were looking into 
leasing but that did not mean they would not in the 
future.

The association had estimated that between 60% 
and 80% of the existing systems were not working as 
intended, primarily due to the way they are installed 
or operated, rather than to problems inherent in the 
systems themselves.

Mr Wilkins acknowledged that certain benefits of 
the leasing model are obvious; breaking down a 
hefty capital expenditure to smaller instalments, 
which could allow some larger companies to pay 
without having to raise more capital.

However, he also had reservations about how 
installing and removing systems that are fit for 
specific vessels could actually work.

However, there is one option that stands out as the 
best candidate for a leasing model.

“If you look at some of the systems going through 
type approval, those using basic pumping and 
mixing methods may be easier to install and remove 
and may work quite well with this leasing 
arrangement,” Mr Wilkins said.

Preserving life
Mr Lillig believes leasing would be a particularly 

strong option for retrofit vessels nearing the end of 
their life cycle, as owners can still get some use out 
of them without making a capital expenditure that 
would not make sense otherwise.

The price of the systems means that scrapping a 
vessel closer to the end of life but not necessarily 
quite done yet is more reasonable than hefty but 
short-lived capital investment.

Mr Wilkins agreed that the option was better suited 
for retrofits, particularly amid a very busy scrapping 
market.

“We are looking at increased scrapping and you have 
to question how much of that is because of 
regulation,” he said.

GMS chief executive Anil Sharma recently estimated 
that the total scrap value of very large crude carriers 
alone could reach $1bn this year.

Mr Lillig said that one owner confided that 
scrapping due to regulation was a big problem and 
the leasing option would prolong vessel life.

Who owns the system?
Asset play is an inherent part of the shipping 
industry and that could define the fate of the leasing 
model.

Given that vessels are often bought to be sold, what 
happens when the vessel is sold off with the system 
on board while the lease is still in effect?

“There are owners out there who do that on the 
regular basis,” Mr Llillig acknowledged, revealing 
that this was one of the more frequent questions he 
faces.

For Mr Lillig, the solution is straightforward: insert 
clauses in the contract that address the issue of 
ownership and the obligations of each relevant party 
in the event of a vessel sale.

For those not keen on honouring their contracts, Mr 
Lillig said that manufacturers and vendors had the 
option of remotely disabling the system, though that 
would be an extreme solution.

Asked whether AlfaLaval would use this option, Mr 
Lindmark said he was not able to comment on how 
such a system worked for other major providers, but 
his company’s ambition was to not have the 
possibility of shutting down systems.
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ANALYSIS

Marine insurers sail to forefront 
of insurtech revolution
DESPITE being the oldest and one of the most 
traditional insurance classes, marine insurance is at 
the forefront of the insurtech revolution in the 
commercial lines sphere.

While many insurtech initiatives have focused on 
personal lines products such as home, motor and 
travel insurance, those relating to commercial risks 
have been relatively few in comparison.

Yet marine insurance is perhaps surprisingly the 
beneficiary of a growing number of many such 
insurtech initiatives – leading some to even coin the 
term “marinetech”. And money is pouring into the 
sector.

The Lloyd’s List sister publication Insurance Day 
reported this week that marine-focused insurtech 
firm Windward had raised $16.5m in its latest round 
of financing, led by XL Group’s insurtech fund XL 
Innovate. The Israel-based firm has now raised a 
total of $39m, with some big-name backers.

In May what is thought to be the first blockchain 
platform for the marine insurance market was given 
its commercial launch. Insurwave, which has been 
developed by consultancy EY in a joint venture with 
blockchain specialist Guardtime, already has the 
backing of broker Willis Towers Watson and insurers 
XL Catlin and MS Amlin.

“Marine insurance has a notoriously complex 
premium-setting process, which made it a great 
prospect for a blockchain-based overhaul,” says Tom 
McDonald, co-founder of software firm R3, whose 
Corda blockchain was used in the initiative.

Insurwave claims, among other things, to enable 
claims to be paid in hours, premiums to be agreed 
and settled in seconds, shippers to track assets and 
share data with brokers and insurers, and for 
insurers to track their exposures in near-real time.

Shipping giant Maersk is now placing its marine hull 
portfolio through the platform. Maersk says the 
platform will help to remove a lot of the frictional 
costs from the process of procuring insurance, 
saving it millions of dollars.

“As clients digitise their business, blockchain is a 
brilliant way for data to be shared quickly, efficiently 

and in a secure environment,” says Rob McAdams, 
chief underwriting officer for global marine at XL 
Catlin.

Cargo cover
It is not just marine hull that could benefit from 
blockchain technology, either; so too could cargo 
covers, particularly open cargo policies.

Under an open cover policy, an insurer will provide 
cover to users for all shipments worldwide on an 
annual basis for a low premium, in exchange for the 
insured agreeing to declare every shipment. But a 
frequent complaint is the insured fails to declare 
each shipment to save premium.

“Blockchain technology would serve to prevent such 
lapses if all shipment transactions of the insureds are 
automatically recorded on an irreversible ledger with 
the ability to create and enforce policies 
automatically,” says Andrew Horton, partner at law 
firm RPC.

Marine insurance is also an ideal class to make use 
of artificial intelligence and risk analytics, given the 
amount of shipping industry data available.

Insurtech firm Concirrus uses AI-powered software 
to help marine insurers move to “behavioural-based 
underwriting”. The firm’s software provides 
behavioural analysis that considers a ship’s location, 
speed and other factors to offer more accurate 
underwriting models.

It accesses and interprets large sets of data, such as 
vessel statistics, movements, cargo and machinery 
information, and combines this with historical 
claims information to reveal the behaviours that 
correlate with claims.

Concirrus has partnered with EY to scale up the 
offering across the marine insurance market.

Concirrus chief executive Andy Yeoman says: “With 
recent advances in technology and the masses of data 
available from insurers and the shipping industry, we 
have found a way to understand the behaviour of the 
assets insured.”

Similarly, Windward collates shipping data and uses 
vessel operating patterns and behavioural traits to 
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predict the likelihood of a ship having an accident in 
the year ahead.

Ami Daniel, Windward’s chief executive, says: “There 
is a tremendous amount of expertise in the insurance 
market, but risk models are very much based on past 

claims, the weight of the vessel and the domicile.”

With the pressures facing the marine insurance 
market at the moment, insurers may well be more 
receptive to using modern technology that could 
improve underwriting performance.

Marine insurtech must catch up 
with Alexa and talking fridges
MARINE insurtech is lagging behind in an era in 
which Amazon’s Alexa platform can ‘talk’ to a 
consumer’s fridge and make sure groceries get 
ordered in time, an industry conference has been 
told.

International Union of Marine Insurance president 
Dieter Berg of Munich Re and Marcus Baker, global 
head of marine at broker Marsh, discussed these 
themes at the Marine Insurance London 2018 event 
in the UK capital today.

Mr Baker argued that insurtech was still at a 
comparatively early stage compared to Alexa, 
Amazon’s so-called virtual digital assistant, which 
can not only do your shopping but book your theatre 
tickets and order an Uber cab to pick you up.

Mr Berg highlighted applications such as container 
tracking or analysis of claims. But shipowners are 
essentially looking for electronic solutions for 
weaknesses in the value chain, he said.

Consumer insurance platforms are further along the 
road, and Mr Berg was able to buy cover for his 
daughter living in London in a matter of minutes. 
Marine insurance can catch up by offering easily 
usable platforms.

Mr Baker said that there must be more capability to 
handle more transactions at a reasonable level, but 
there is still a role for face-to-face interaction.

Brokers most move into a much more advisory 
space, offering benchmarking to help shipping 
companies become more successful organisations.

Viewpoint: Alarming incidents
THE need for resilience is emphasised in every walk 
of life these days, from the criticism of the snowflake 
generation’s inability to cope with the vicissitudes of 
modern life, to technology which falls apart at the 
first hard knock, writes Michael Grey.

In a maritime context, the limited ability of ports, 
terminals and logistic systems to cope with 
technological breakdown, either inadvertent or 
caused maliciously, has been given ample 
illustration of late.

It is a function of our reliance on technology, which, 
when it is working is marvellous, but when it fails, 
leaves all behaving like headless chickens as we rush 
around trying to remember how things were done 
before the wonderful systems made life so much 
easier.

But all these failures teach us that we should not be 
too reliant on the technology, when there are 
determined people attempting, for whatever reason, 

to disrupt our world. A plan B needs to be available 
and rehearsed regularly. Resilience really matters.

Whether it is malicious interference by hackers, or a 
simple system breakdown, we are being reminded 
almost daily of our vulnerabilities.

Our dependence, for instance, on the Global 
Positioning System has been regularly illustrated by 
instances of interference with the weak signals from 
space on which so much depends.

Navies spend a king’s ransom defending their 
position and timing systems from every kind of 
interference as it is assumed that any enemy’s first 
attack will be on their electronics. Commercial 
shipping cannot afford such gold-plated defences.

GPS interference around the Korean Peninsula, the 
Black Sea and Eastern Mediterranean have been 
recently experienced and mariners have been 
warned to be on their guard around these regions. 

OPINION
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There is a tendency to assume that because position-
finding is an important function of GPS, it will be 
navigation equipment that will be affected.

In fact, as experiments on board well-equipped 
ships have proved, an astonishing array of ship’s 
equipment can be affected if the GPS goes down.

In the latest Nautical Institute Seaways magazine, 
the regular Captain’s Column recounts a series of 
GPS incidents that have taken place with ships near 
Port Said, when preparing to anchor prior to making 
the canal transit.

Several Maersk vessel masters reported these 
phenomena, and the article notes that an 
astonishing array of equipment suddenly became 
inoperative at this crucial moment. The reasons for 
the interruption were not stated, but the 
consequences, on board ships where the personnel 
were less well-trained, could have been terrible.

Constant distraction
On one of the ships, the master listed the items of 
bridge equipment that stopped giving accurate 
information or stopped working because of the 
interruption to the GPS signal.

This included all the electronic navigation systems 
(paper charts were fortunately available for old-
fashioned navigation), both radars, the AIS 
transceiver, the Global Maritime Distress and Safety 
System transceiver, both VHF radios and the Vessel 
Data Recorder. And at a time when the bridge team 
needed desperately to concentrate, there was a 
constant distraction of alarms of every kind 
sounding their high-pitched appeals for attention.

It must have been a worrying experience, suddenly 
not knowing your position, unable to communicate 
and within the confines of a crowded waterway and 
anchorage, with virtually all the ship’s navigation 
and communication sensors giving erroneous 
information, against this cacophony of noise.

Such incidents appear to be becoming more 
frequent, not least because if the malicious and 
criminal are able to jam important signals, they will 
increasing do so.

It also seems that the recommended method of 
merely duplicating equipment is no cure, if both 
items are similarly affected by the external malaise.

It may be thought that the best sort of insurance is 
not to entirely rely on an electronic outfit and keep a 
paper chart system in case of emergencies. But if the 
interference extends well beyond navigation in the 
connected systems of a modern ship, there needs to 
be some more tangible form of insurance against 
these problems.

It is also somewhat worrying that the “ship of 
tomorrow” coming into service today, with its 
onboard sensors providing information in real time 
to shoreside centres, will be even more vulnerable to 
external attack.

In many respects, these concerns emphasise the 
importance of not relying on a single source of 
navigational information and the need to constantly 
check instruments against each other. It also points 
to a compelling need for navigators not to become 
too wedded to their electronic pilots, but to maintain 
old skills in pilotage and celestial navigation.

But these must be practised, just as emergency 
procedures must be regularly rehearsed. And this, of 
course, takes both time and effort.

Can GPS signals be made more robust and less liable 
to interference? As with all these questions, the 
answer seems to depend on what you are prepared 
to pay.

But good training and drills would go a long way to 
help.

rjmgrey@dircon.co.uk

No container spike ahead of tariffs
FROM Friday tariffs of 25% on 818 Chinese 
products, worth approximately $34bn, are scheduled 
to be collected by US Customs.

Although some analysts had forecast a surge in 
volumes ahead of the deadline, forwarders in Asia 
reported little change in demand patterns.

Paul Tsui, managing director of Hong Kong-based 
forwarding and logistics operator Janel Group, said 
that apart from a brief surge in bookings for slots 
last weekend, box markets in Hong Kong and China 
had been “very quiet”.

Brian Wu, chairman of the Hong Kong Association 

MARKETS
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of Freight Forwarding, said that slots on transpacific 
services were now filling up, but finding space was 
still not an issue.

One liner source told Lloyd’s List that the first 
tranche of tariffs largely targeted goods that tended 
not to be containerised. “The majority of the 
commodities impacted are not always shipped via 
containers, as such we haven’t seen any notable 
changes in response,” he said.

However, lines have found some traction with 
1 July general rates increases of $700 to $1,000 per 
loaded 40 ft box this month on Transpacific services, 
with spot rates from the Asia to the US East Coast 
and West Coast both jumping at the start of the 
month.

This followed a dismal six months on the trade as 
lines engaged in what industry analyst Alphaliner 
called the ‘transpacific freight war’, prompting some 
carriers to finally pull back from market share 
competition by withdrawing services.

A second list of US tariffs on 284 products covering 
$16bn of Chinese exports is being reviewed by the 
Trump administration which has also threatened 
further tariffs on as much as $400bn of goods if 
China follows through with threats to retaliate with 
its own tariffs.

For shippers, the ongoing uncertainty surrounding 
US tariffs and counter measures by China and other 
trading partners is creating supply uncertainty 
which could impact import volumes and patterns 
later in the year, according to The National Retail 
Federation, the leading US retail trade body.

“In general, retailers are trying to figure out how to 
handle the tariffs that will be implemented as well 
as the additional threat posed by continued 
escalation and threats of additional tariffs,” said 
NRF vice-president Jonathan Gold.

Mr Gold told Lloyd’s List that the strength of the US 
import peak season this summer could be impacted 
by an escalating China-US tariff war, although most 
supply chain decisions were now irreversible.

“It is unclear what impact the trade war will have on 
the late peak season,” he said. “As additional tariffs 
go into effect, on both imports and exports, that 
could certainly have a negative impact on traffic at 
the ports.”

For imports, the sourcing and supply chain decisions 
were made months ago, he added.

“Those decisions cannot be changed now. The 
additional costs from the tariff will likely be passed 
along to the ultimate consumer.”

Mr Gold said US containerised exports could also be 
affected. “For exports that could be subject to the 
retaliatory tariffs, these could be subject to lost sales 
if the overseas customer isn’t willing to pay the 
additional costs,” he said. “That could lead to less 
exports which would impact port volumes.”

Shippers could also increasingly seek to source 
products outside China to avoid tariffs. “I expect to 
see a decline in imports of the affected products for 
a while,” said iContainersvice-president Klaus 
Lysdal. “Importers will start to look for alternative 
suppliers or otherwise end up having to try to push 
through the rate increases if they cannot find 
cheaper solutions elsewhere.”

But Mr Gold said the process of finding alternative 
production sources would not affect import shipping 
flows in the short-term. “Some retailers are 
evaluating options for sourcing products in 
countries other than China,” he said. “Unfortunately, 
it can take months to years to develop new sourcing 
partners that can meet all of your requirements. The 
tariffs will most likely be passed along to the 
ultimate consumer at the end of the day.”

Growing trade restrictions put world 
recovery at risk, warns WTO
GLOBAL trade could face a setback if protectionist 
tendencies increase with the effect already starting 
to show, according to a World Trade Organization 
report on trade restrictions among G20 nations.

At a juncture where the global economy is finally 
beginning to generate sustained momentum 
following the 2008 financial crisis, the trade 

barriers could place such a recovery in jeopardy, the 
report said.

It found that a total of 39 new trade-restrictive 
measures had been applied by G20 economies, 
between mid-October 2017 and mid-May 2018, 
including tariff increases, stricter customs procedures 
and the imposition of taxes and export duties.
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The tally equates to an average of almost six 
restrictive measures per month, almost double the 
amount recorded during the previous review period.

By contrast, the number of new trade-facilitating 
measures averaged seven every month, compared to 
six previously.

The main sectors affected by the trade-related 
measures during the review period were iron and 
steel, plastics and articles, vehicles, parts and 
accessories, and products of iron and steel.

“The marked increase in new trade restrictive 
measures among G20 economies should be of real 
concern to the international community,” WTO 
Director General Roberto Azevedo said.

While pleading for “urgent de-escalation”, Mr 
Azevedo said that “this continued escalation poses a 
serious threat to growth and recovery in all 
countries, and we are beginning to see this reflected 
in some forward-looking indicators.”

Meanwhile, these trade restrictive measures can 
subsequently hurt the shipping sector, BIMCO said 
in a note earlier this week.

Calling the trade war “a speeding train”, BIMCO’s 
chief shipping analyst Peter Sand said that trade 
barriers added another layer of “painful uncertainty 
for the shipping industry, as it distorts the free flow 
of goods, changes trade lanes and makes it difficult 
for ship operators and owners to position ships 
efficiently in the market.”

IN OTHER NEWS
Forty UK maritime firms sign gender 
equality pledge
NEARLY 40 UK maritime 
businesses, including 
shipowners, ports operators, 
training providers, unions and 
lobby groups have pledged to 
boost gender equality.

The companies, which include 
shipowners Carnival UK and BP 
Shipping, have agreed to look at 
gender diversity and pay within 
the industry and their own 
businesses.

Companies signing the pledge 
will be making clear their support 
for creating positive change 
within their respective 
organisations, and collectively, 
across the UK maritime sector, 
according to the press release.

A signing ceremony will be held 
at Carnival UK offices in 
Southampton on Friday morning.

Wista International joins IMO
WOMEN In Shipping and Trade 
Association International has 
received consultative status at 
industry regulator the 
International Maritime 
Organization.

The notation means Wista is now 

able to attend meetings of the 
IMO but will not have voting 
rights.

From hereon, Wista will now be 
able to represent its views at 
international fora and promote, 
enhance and protect women’s 
position in the shipping industry.

Wista’s application to the IMO 
highlighted how the global 
organisation, with 44 national 
associations and 3,000 active 
members, could build capacity in 
the maritime industry.

Stolt-Nielsen earnings undermined by 
vessel impairments
STOLT-NIELSEN saw its second-
quarter net profit plummet to 
$9.6m from $15.6m in the period 
last year, hit by vessel 
impairment charges.

The Oslo-listed company 
incurred an $11.8m impairment 
loss on two bitumen vessels in 
the three months, reflecting weak 
market conditions.

Second-quarter operating 
revenue increased to $541m from 
$500.8m in the year before.

However, net profit for the first 
half of the year was $48.3m on 

revenue of $1.1bn, up 57% and 8% 
year on year respectively.

Stolt Tankers, which operates the 
world’s largest chemical tanker 
fleet, saw operating profits fall to 
$37.4m in the first six months of 
2018 – a decline by $18.7m as 
compared to 2017.

IMO starts Mediterranean ECA study
THE International Maritime 
Organisation has kicked off a 
study to examine the possibility 
of establishing the world’s fifth 
emission control area in the 
Mediterranean Sea.

The study would assess the 
benefits, costs and feasibility of 
limiting sulphur oxides in the 
area. It would also consider the 
potential health benefits for 
people in the region as well as 
cost implications for shipowners, 
IMO said in a release.

It added that the IMO Regional 
Marine Pollution Emergency 
Response Centre for the 
Mediterranean Sea had signed a 
contract with an international 
consortium led by Energy & 
Environmental Research 
Associates in June to carry out 
the study, to be finalised by 
spring 2019.
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At present, there are four 
designated SOx ECAs worldwide: 
the Baltic Sea area, the North Sea 
area, the North American area 
and the US Caribbean Sea area.

In the ECAs, vessels are subject 
to a 0.1% cap on sulphur content 
in fuel oil. The limit outside of the 
ECAs is 3.5%, falling to 0.5% from 
January 1 2020.

NYK and JMU complete LNG-fuelled 
capesize design
JAPANESE shipping giant Nippon 
Yusen Kabushiki Kaisha and 
shipbuilder Japan Marine United 
have completed a concept design 
for a 200,000 dwt dry bulk carrier 
fuelled by liquefied natural gas.

The design passed inspection by 
ClassNK and has obtained 
approval in principle, NYK said in 
a release.

The company added that the new 
vessel would be able to lower its 
Energy Efficient Design Index, a 
key technical measure for new 
ships stipulated by the 
International Maritime 
Organization, by about 40%.

It can also contribute to the IMO 
strategy of a 40% improvement in 
the global shipping industry’s 
fuel efficiency by 2030, an aim 
adopted at the 72nd Marine 
Environment Protection 
Committee held in April this year.

Aust set to leave Harper Petersen
SIMON Aust is to part company 
with leading Hamburg shipbroker 

Harper Petersen, which changed 
hands earlier this year after 
German businessman Erck 
Rickmers sold his shipping 
interests to Zech Group’s 
Zeaborn affiliate.

He will be replaced as managing 
director by two new joint 
managing directors, Bjoern 
Andersen and Arne Corleis, from 
August 1. Hu Hui will remain in 
charge of Harper Petersen Asia in 
Shanghai.

Mr Andersen has been in charge 
of Harper Petersen’s bulk desk 
since 2015, with responsibility for 
the marketing of the bulk carriers 
owned by the shareholders and 
third parties.

Mr Corleis has worked with the 
firm in Shanghai and Hamburg 
for 11 years, focusing on 
boxships.

Ezion and TSC join hands in liftboat 
business 
OFFSHORE service provider 
Ezion Holdings and TSC Group 
Holdings have established a 
joint venture, aiming to establish 
the world’s largest owner and 
operator of liftboats.

The venture, Renergy Offshore, 
had issued and paid-up capital of 
S$100 ($73) and intended to 
increase it to approximately $4m, 
Singapore-listed Ezion said in an 
exchange filing. TSC and Ezion 
respectively hold 51% and 49% of 
Renergy.

Earlier this week, Ezion said it 
had entered into loan agreements 
with all secured lenders pursuant 
to its refinancing exercise and 
the extension of up to $118m 
additional working capital.

TSC is ultimately controlled by 
China Merchants & Great Wall 
Ocean Strategy & Technology 
Fund, which acquired a stake of 
nearly 52% in December 2017.

Merchant ship’s armed guards fight 
off Red Sea attackers
A MERCHANT vessel thwarted an 
attack by armed assailants on 
three skiffs, off Yemen’s Hanish 
Islands on Wednesday, the 
International Maritime Bureau 
reported.

The three skiffs, each with seven 
to eight people on board, 
approached the vessel at speed. 
The attackers opened fire five 
miles south of the Hanish Islands 
early on Wednesday morning.

Armed security guards on board 
the merchant vessel returned fire 
and the crew and vessel emerged 
safe from the incident.

The attack comes just days after 
industry bodies published the 
Best Management Practices to 
Deter Piracy and Enhance 
Maritime Safety in the Red Sea, 
Gulf of Aden, Indian Ocean and 
the Arabian Sea.

For classified notices please view the next page.
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