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IMO warned on safety 
concerns linked to sulphur 
limit

A WORKING GROUP at the International Maritime Organization has 
recommended that the UN agency’s marine safety committee gives 
further scrutiny to safety worries raised by the shipping industry about 
converting to low-sulphur fuels.

Last week’s extra intersessional meeting, authorised by the marine 
environment protection committee, known as the MEPC, to speed up 
progress on ship implementation of the 2020 sulphur limit, agreed that 
the marine safety committee should be invited to consider the subject 
at its next session in December.

MSC 100 should “take action as appropriate noting the initiative of 
industry organisations to develop industry guidance and training 
material,” the working group said in a report.

While the working group cannot take decisions, the sentiment has 
been welcomed by shipowner groups lobbying to raise awareness of 
potential operational consequences of switching to new fuels.

A hefty submission on the issue was tabled in May by the Marshall 
Islands and co-sponsored by Liberia and senior shipping organisations 
including BIMCO, the International Chamber of Shipping, Intercargo, 
Intertanko and the World Shipping Council.

The backers of the submission had urged that any safety implications 
and rules or guidelines deemed necessary should be put before the 
next sessions of the MEPC and the MSC.

“Failure to address these challenges would result in a real and major 
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threat to ships’ crews and machinery and, by 
extension, to the marine environment,” said the 
Union of Greek Shipowners, one of the first shipping 
bodies to react.

It welcomed the fact the IMO was taking into 
account “several valid safety concerns linked to the 
transition”.

According to the union, the world’s largest national 
shipowners’ body, the concerns relate to a wide 
range of aspects such as fuel stability, differences 
between batches of blended fuels, lower flashpoints 
than the minimum required by international safety 
regulations, “inadequate” safety margins for 
catalytic fines and ignition delays stemming from 
inferior combustibility.

Greek owners were “actively working” towards 
complying with the new 0.5% sulphur limit but 
marine fuels used from 2020 onwards “should not 

only be compliant in terms of sulphur content, but 
must also be fit for use, without compromising the 
ships’ and crews’ safety,” said UGS president 
Theodore Veniamis.

The IMO had “demonstrated pragmatism”, he said.

“The new rules are a game changer for shipowners, 
operators and refineries. There are many variables 
that may impact on the consistent compliance by 
ships, which means that the implementation of the 
new rules will not be straightforward,” Mr Veniamis 
warned.

The union said that doubts about the worldwide 
availability of safe, compliant fuel by 2020 added to 
safety-related worries.

Intercargo, too, hailed a “successful outcome” from 
the intersessional meeting with regard to the safety 
implications from low-sulphur fuel use.

EU and China pledge environmental 
co-operation in the IMO
THE European Union and China have pledged to 
strengthen their ties in the International 
Maritime Organization to push the climate 
change agenda.

European Council president Donald Tusk, 
European Commission president Jean Claude 
Juncker and China’s state council president, Li 
Keqiang, met in Beijing for the EU-China 
Summit on Monday, where they reiterated a 
commitment to climate change measures and the 
switch to clean energy.

“The EU and China will reinforce their co-
operation in ICAO and in the IMO to ensure that 
aviation and shipping contribute to combating 
climate change, including both through domestic 
measures and international co-operation,” the 
two sides said in a joint statement.

The IMO agreed last April to cut shipping’s total 
annual greenhouse gas emissions by at least 50% 
by 2050.

This strategy will be revised in 2023 based on 
the global fleet’s emissions data collected by the 

IMO over the next few years.

The IMO’s Marine Environment Protection 
Committee will delve into the short-term 
measures that the industry can take to help 
tackle emissions in the near future, beginning 
with a meeting in late October.

The EU, whose member states supported the 
highest targets in the IMO negotiations, only 
decided to give the IMO some breathing space in 
December, agreeing to delay a decision to include 
shipping in its emissions trading system until 
2023, when the IMO will revise its strategy.

While this is a temporary relief for the global 
maritime regulator and international shipping, 
the calculated extension by the EU foreshadows 
renewed pressure for decarbonisation targets 
under the threat of regional regulation.

The EU already has its own vessel data collection 
system, the Monitoring, Reporting and 
Verification system, which means shipowners 
will have to submit different types of information 
to two separate authorities.
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ANALYSIS

Capesize set for splurge in the second half 
of the year
THE boost enjoyed by the capesize market in the 
first half of the year has been sustained, with the 
sector heading for a further splurge in the second 
half, according to Arctic Securities.

Since hovering about the $15,000 per day mark 
from mid-May until the end of June, capesize rates 
have been showing considerable strength.

In the FFA market, the July 2018 contract has 
gained about $21,000 a day over the past two days, 
and is currently trading at $22,700 a day as 
compared with $15,500 in end-June.

“Activity is high, and we are hearing about capesize 
spot fixtures at levels as high as $30,500 per day in 
the Atlantic,” the analyst said in a note.

Based on the normal seasonal pattern, capesize 
rates usually turn in the end of July, meaning that 
we are now entering peak season on a high note, it 
added.

While increased trade is the bedrock of this year’s 
recovery, there are some hopefully transient factors 
that are providing an extra spike to owners’ income, 
which includes strong steel consumption and 
production, attractive steel margins and iron ore 
price spreads, as well as positive developments in 
the global economy.

Traditionally, capesize rates have been best in the 

third quarter. Since rates averaged $14,000 per day 
in the first six months of the year, rates will need to 
come in at $19,800 per day for the remainder of the 
year to meet expectations, Arctic Securities 
estimated.

Using historical growth rates based on June rates of 
$16,800 per day, the analyst forecasts an average 
spot voyage rate of $23,400 per day for the second 
half of 2018.

This normal seasonality in dry bulk rates is also 
reflected in the paper market.

Capesize contracts for the third and fourth quarter 
of the year is currently trading at $21,600 a day and 
$ 23,500 per day, respectively, meaning that in the 
paper market, the expectation for the second half of 
the year as a whole is $22,500 per day.

But the market is already at those levels, suggesting 
even more strength.

“The normal seasonality scenario is a conservative 
one, given the fact that we have used the June 2018 
average as the base,” Arctic said.

Instead, using July 2018 average as base rate 
points to second half capesize spot rates of 
$36,300 per day. “In such a scenario, capesize spot 
rates could touch $45,000 per day at their seasonal 
peak.”

FREIGHT earnings of very large gas carriers have 
risen to their highest since early 2016, with 
buoyant vessel demand in the US Gulf and Middle 
East on the back of arbitrage flows to Asia.

According to the Baltic Exchange, rates for 
shipping liquefied petroleum gas from Middle East 
from Japan hit $39 per tonne on July 10 before 
easing off to $36.75 on July 13, still 25.5% higher 
on month.

LPG shipping rates for the Houston-Chiba route 
via the Panama Canal were about $68-$69 per 
tonne, while the Houston-Flushing route 
encountered rates as higher as $39 per tonne, 
according to Clarksons’ assessments.

Stifel estimated the time-charter-equivalent 
earnings of a 82,000 cu m vessel at $21,500 per 
day, compared with the year-to-date average of 
$15,354 so far this year.

MARKETS

VLGC earnings at highest level since 
early 2016
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While the rally in the Middle East has slowed on a 
number of trades’ relets, falling US propane prices 
have resulted in improved arbitrage economics for 
US-Asia trade, according to market players.

“We are…seeing more trader relets slowly 
appearing in the market from end July and early 
August dates and this is subsequently adding some 
pressure to the Baltic [route],” Fearnley said in a 
note.

On the other hand, the US price weaknesses has 
come amid rising inventories during summer, 
with the Energy Information Administration data 
showing propane and propylene stock levels in the 
US Gulf reaching 35.2m barrels as of July 6 versus 
28.4mb on June 8.

“US export economics are steadily improving as 
propane inventories are on the rise…putting 
pressure on domestic prices,” Morgan Stanley said 
in a research note.

“At the same time, propane prices in the Middle 
East have strengthened, tracking the rise in oil 
prices, creating ample trading opportunities for 
arbitrage between West and East, therefore 
shifting shipping demand.”

Brokers at Clarksons have also overserved tight 
tonnage situations in the US Gulf, with a handful 
of cargoes in the region still unfixed.

“There was a lot more discussion in the West… 
with a number of cargoes fixed at steadily 
increasing rates,” the brokerage said in a note.

IN OTHER NEWS
Tidewater agrees $1.25bn merger 
with GulfMark
TIDEWATER and GulfMark, the 
US-based offshore vessel 
providers, have agreed to merge 
and form a new company valued 
at $1.25bn.

The combined company will 
control a 273-vessel strong fleet 
and become the largest offshore 
vessel owner in the world.

Under the deal unanimously 
approved by both companies’ 
directors, the merged entity will 
operate under the Tidewater 
brand with leadership from 
Tidewater chief executive John 
Rynd. It will control 245 offshore 
supply vessels, surpassing 
Bourbon’s 185, according to data 
provided by Tidewater.

GulfMark security holders will 
claim a 27% stake in Tidewater, 
with each owner of a single 
GulfMark share getting 1.1 
Tidewater shares.

The deal, which requires investor 
approval, is expected to close in 
the fourth quarter of this year.

Dorian founding shareholder Seacor 
backs BW merger offer
CHARLES Fabrikant, a founding 
shareholder in New York-listed 
Dorian LPG, has voiced his 
support for the merger proposal 
from Oslo-listed BW LPG, within 
days of the offeror sweetening 
the deal.

He said in an open letter on 
Friday that it was appropriate to 
speak up after Dorian recently 
said that no large shareholder 
had expressed a view on BW’s 
acquisition offer.

Mr Fabrikant is the executive 
chairman and chief executive of 
Seacor Holdings, which owns 
about 9.4% of Dorian, being one 
of its five largest shareholders.

OOIL controlling shareholder accepts 
Cosco offer
THE controlling shareholder of 
Orient Overseas (International) 
Ltd has accepted the takeover 
offer from China Cosco Shipping 
Group and Shanghai 
International Port Group, as the 
deal progresses as scheduled.
The acquirers received valid 
acceptance of 475.3m of OOIL 

shares, of which about 430m 
were owned by its controlling 
shareholder, under an irrevocable 
undertaking, Cosco Shipping 
Holdings said in an exchange 
filing on Friday night.

Shanghai- and Hong Kong-listed 
CSH is the containership and 
ports arm of the Chinese state-
owned conglomerate.

Star Bulk starts trading on Oslo 
exchange
STAR Bulk has started trading on 
the Oslo stock exchange 
following the completion of its 
acquisition of the entire fleet of 
Norway’s Songa Bulk.

This is the secondary listing for 
the Greek owner, whose shares 
have been primarily traded in the 
US.

The deal to buy Songa’s 15 
vessels for $145m in cash, 
through a new five-year loan of 
$180m with China Merchants 
Bank Leasing, and in exchange 
for an aggregate of 13.725m 
common shares of Star Bulk 
closed on July 6, the company 
said in a statement.
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‘Crisis-proof’ feedership platform 
reports $94m wipeout
AN INVESTMENT platform for 
feederships that described itself 
as “crisis-proof” has told backers 
that their financial interests have 
been wiped out.

The development was announced 
on the website of Harlingen-
based JR Shipping.

It said that the losses have been 
likely for some time and will 
“hardly come as a surprise” to 
investors. The company and its 
staff are “disappointed”, it added.

Vroon plans further disposal after 
restructuring
VROON Group, which underwent 
a financial restructuring process 
earlier this year, is set to sell its 
offshore wind and marine project 

unit after signing a letter of intent 
with Dutch marine contractor Van 
Oord.

Family-owned Van Oord will 
acquire the UK-based MPI 
Offshore together with its 
vessels MPI Adventure and MPI 
Resolution, their crews, and 
associated contracts, for an 
undisclosed consideration, 
Vroon said in a statement.

The transaction is subject to 
approval of competition 
authorities and due diligence and 
expected to be closed by the end 
of September.

Djibouti defends legality of trade zone 
after DP World threat
THE Djibouti Ports & Free Zones 
Authority has affirmed its legal 
right to open a new free trade 

zone in Doraleh, following 
claims from DP World that its 
inauguration violated its 
contractual obligations at the 
port.

In a statement, the DPFZA said 
questions over the trade zone’s 
legality were “unfounded” and its 
opening was “fully in line with 
international laws and 
standards”.

Last week, the Dubai-based 
operator threatened legal 
action after Djibouti launched 
the first phase of its $3.5bn 
Chinese-built International Free 
Trade Zone.

For classified notices please view the next page.
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