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Chinese lessors face fierce 
European challenges in 
shipping

FACED WITH GROWING competition from European lenders who are 
coming back to shipping as market conditions improve, Chinese 
financial leasing houses have been struggling to meet their financing 
targets this year.

In response, those emerging financiers are showing greater acceptance 
of foreign yards in newbuilding deals aside from sealing more 
operating leases and dealing with lower-tier counterparties, a Marine 
Money forum was told.

“Given that we have a target to lend $2bn-$3bn per year, we have lots 
of pressure,” ICBC Financial Leasing’s executive director in shipping 
Bill Guo said. “It’s not easy to spend… we are meeting slightly less than 
50% of our target so far this year.”

With the market outlook brighter in the main shipping sectors, more 
banks have become more willing to resume their ship finance 
businesses as they are more confident in the borrowers’ ability to 
repay.

“European banks are more aggressive… they are willing to accept a 
leverage ratio of 50%-60% and set an interest rate of Libor (London 
interbank offered rate) plus some 200 basis points,” Mr Guo said.

“In some sectors like liquefied natural gas shipping, the leverage ratio 
can be even as high as 80%.

“What can we do? Give the borrowers 90%? We still need to control our 
risks.”
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According to consultancy Smarine Advisors, the 
combined ship and offshore assets held by Chinese 
leasing companies in China stood at $47bn as of 
end-2017.

However, there has been a lack of major 
containership leasing deals in recent months as 
merger and acquisition activities slow down, 
prompting leasing houses to look for smaller, non-
investment grade clients in other sectors, such as 
product tankers.

“First they start with container carriers with good 
credit, then those in tier B or product tanker owners. 
They are running out [quota to do] financial lease,” 
NorthCape representative Brad Arbaugh said.

“They have to do operating lease for non-investment 
grade, or even companies with no grade.”

Mr Guo added that offering operating leases also has 
its advantage as those deals tend to have lower 
leverage ratios. That means the lessors face less risk 
with those lower-tier clients, he added.

While operating leases tend to come with greater 
risks for lessors, the Chinese players are now mostly 
willing to take on such deals after accumulating 
several years of experiences in international 
shipping.

“We provide operating lease because our clients 
need it. We are trying to balance the needs among 
international shipping companies,” Bocomm 
Financial Leasing’s deputy shipping head Zhendong 
Lu said.

While Chinese leasing houses, including the major 
ones owned by state banks, generally fix 
newbuilding lease deals at compatriot yards to 
support domestic industry development, some 
leasing officials say nowadays the lessors are more 
willing to finance foreign newbuilding orders.

“For some very high level ships types, like LNG 
ships, cruiseships and some types of containerships, 
we need to rely on international yards” as China 
lacks capability to build them, said Mr Guo.

Japan’s tax investors to provide more 
ship finance, says Crédit Agricole
JAPANESE firms will provide more ship finance 
in tax-based operating lease deals in the current 
financial year, according to Crédit Agricole.

Based on the French bank’s estimates, 
Japanese tax-based operating lease deals will 
have a total amount of $495.5m in the year ended 
March 31, 2019, compared with $481m in the 
previous year.

“Shipping assets have become more popular in 
recent years as tax investors educate themselves to 
the asset class and seek higher investment yields,” 
Crédit Agricole’s managing director in structured 
leasing Aodhan McCarthy told a Marine Money 
Week forum.

Different from conventional operating lease 
financing provided by Shikoku-based owners, 
Japanese tax leases are underwritten by a financial 
institution and ultimately backed by small and 
medium-sized Japanese firms seeking to shelter 
taxable profits.

Leveraged with senior secured mortgage debt 
provided by banks and designed to maximise tax 
reduction, the investors are willing to take equity in 

vessels while offering competitive bareboat 
charter rates to the lessees.

According to Mr McCarthy, this type of deal 
in general appears in a sale-and-leaseback form 
involving secondhand and newbuilding vessels, 
with the shipowners granted up to two call 
options.

“The structure enables a shipowner to raise 
liquidity against the subject vessel whilst 
maintaining a conservative bareboat breakeven 
rate,” Mr McCarthy said.

However, this type of tax investors will provide 
more than $3bn financing in the aviation industry 
in the current financial year, according to Crédit 
Agricole estimates. This dwarfs what they will 
provide in shipping.

According to Mr McCarthy, this is because airlines 
tend to be listed firms that provide great visibility 
over their financials while shipping companies are 
often privately owned, unrated entities.

Also, the aviation industry is commoditised 
and consolidated, while shipping companies 
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Global sulphur cap is a revolution 
whose time has come
YOU wait ages for a revolution, then three come 
along at once.

Digitalisation is beginning to transform the way the 
shipping industry works and the Paris agreement on 
climate change will force an industry-wide 
reassessment of greenhouse gas emissions.

But it is the International Maritime Organization’s 
2020 global sulphur cap for bunker fuels that has set 
the regulatory cat among the maritime pigeons.

The IMO regulations to reduce sulphur oxide 
emissions from ships first came into force in 2005, 
under annex VI of the International Convention for 
the Prevention of Pollution from Ships (MARPOL 
Convention). The limits on sulphur oxides have been 
tightened progressively.

With effect from January 1, 2012, a sulphur content 
ceiling of 3.5% was set, and MEPC 70 (the 70th 
meeting of the IMO’s Marine Environment 
Protection Committee, in October 2016) decided in 
favour of a further reduction in the global sulphur 
limit to 0.5% by January 1, 2020, rather than a 
deferral for a further five years.

The established limit of 0.1% sulphur in fuels 
consumed in emission control areas has not 
changed.

Without doubt, the 2020 deadline is challenging: a 
mere 18 months to transform demand and supply, 
logistics and storage, testing and verification 
procedures, installation of exhaust gas cleaning 
systems (scrubbers), revision of charter contracts, 
cleaning of ships’ tanks and fuel lines, debunkering 
arrangements, anticipation of fuel oil non-
availability reports, fines and sanctions for 
offenders, and a dozen other considerations.

Even so, there will be no delay, the IMO insists.

“There can be no change in the... implementation 
date, as it is too late now to amend the date and for 

any revised date to enter into force before then.” 
Edmund Hughes, head of air pollution at the IMO’s 
Marine Environment Division, told a KNect365 
Maritime conference in June. “There is no option… 
excuses are thin.”

Shipowners run their ships, he said, and are 
responsible for meeting the necessary regulatory 
requirements.

“The IMO makes rules but they are not beyond the 
ability of operators to manage,” he said. “There is a 
new rule and the sector will just have to comply. If 
IMO rules are undermined, the result is regional or 
national legislation.”

Any suggestion that there is chaos and confusion 
about the sulphur cap was wrong. Further, he 
believes it highly likely that a proposal for a ban on 
carriage of non-compliant fuel will take effect on 
March 1, 2020.

Shipowners argue that 18 months is not enough time 
to comply, and that there are other stakeholders 
involved, including the refinery sector.

The uptake of scrubbers, to enable continued use of 
high-sulphur heavy fuel oil has been less than 
anticipated.

In a study commissioned by IMO, a base case of 
3,800 scrubbers fitted by 2020 would have enabled 
HFO to remain globally available, but so far only 
about 700 scrubbers have been installed on 400 
ships.

Shipowners placing orders now cannot guarantee 
full installation by January 2020. A likely 
consequence of this is that demand for HFO will 
“collapse”, Iain White, global marine field 
engineering services manager at ExxonMobil, told 
the KNect365 event.

“In our view, if a shipowner decides to fit a scrubber 
before 2020 they will get their money back swiftly,” 

WHAT TO WATCH

face greater competition and volatility in asset 
price as the industry is more specialised and 
fragmented.

As the lessors will need to assume credit risk on the 
lessees and residual risks on the assets, historically 
they prefer to invest in aviation assets rather than 
shipping, Mr McCarthy said.
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he said. “The longer they leave it, the longer it will 
take to pay the scrubber off as the fuel cost 
differential will narrow.” HFO will continue to be 
used, however, especially in the cruise market.

Fuel oil consumed by ships is a consequence of 
refining, Mr White explained.

“Refineries do not make an investment decision to 
refine fuel oil, they make an investment decision to 
make everything but fuel oil.”

He added that, in monetary terms, “marine fuel is 
worth less than the crude oil that goes in. Fuel oil 
will never drive investment decisions. It makes no 
sense [for refineries] to desulphurise fuel oil”.

But scrubbers do make financial and technical sense 
for certain shipowners.

Danish ferry operator DFDS began to think about 
sulphur in bunkers back in 2008, said environment 
and sustainability director Poul Woodall.

“We tested scrubbers for three years, and took 
decisions in 2012,’’ he said. `̀ We now have 18 
systems in operation from three different 
manufactures. We know the ships’ long-term 
deployment – we are in the liner business – we 
know where they will be bunkering, we know the 
cost of the fuel. There is a $600 difference between 
marine gas oil and HFO, so it makes sense for us.”

Marine gas oil is the easiest option for compliance 
but it is expensive.

A blended 0.5% sulphur fuel would be cheaper but 
the blending itself introduces concerns, particularly 
stability of the fuel and catalytic (cat) fines — hard 
aluminium and silicon oxide particles in heavy fuel 
oil that result from catalytic cracking, which cause 

irreparable damage to fuel pumps, injectors, piston 
rings, and liners.

“There is a lot of uncertainty coming,” Mr White 
forecasts. “Ideally shipowners should test fuel before 
it comes on board; at least they should know the 
history and provenance of your supplier.”

Owners and operators will select the best option 
depending on the ship, its trade, the route, forecasts 
of fuel cost, and personal preference. Some will opt 
for LNG, fewer for methanol or biofuels, because 
vessel engines have not been configured and because 
availability will not be widespread.

The most obvious transformation, at least in the 
short term, will be from a single HFO with global 
availability to a “multi-fuel future” with uncertain 
availability. The consequences for a ship’s charterer, 
who is obliged to provide fuel suitable for that type 
of engine but who finds no suitable fuel available at 
the port of discharge, is as yet unknown.

The IMO itself is not an enforcement authority. 
Monitoring, compliance, and enforcement of the 
0.5% limit falls to governments and national 
authorities of member states that are parties to 
Marpol annex VI. Flag and port states have rights 
and responsibilities to enforce compliance.

The IMO is not oblivious to industry concerns, and 
is working with the bunker supply and refining 
sectors as well as the broader maritime sector to 
identify and mitigate transitional issues.

However, the bottom line, in the words of Mr 
Hughes, is that “all owners must comply or some 
will have a competitive advantage”. They have just 18 
months to achieve compliance and the clock is 
ticking.

Paris MOU listing sheds light 
on alleged ‘discrimination’
THE latest performance lists for flags and recognised 
organisations has been published by the Paris MOU 
on port state control, writes Richard Clayton.

They are based on the total number of ship 
inspections and detentions during a three-year 

rolling period for flags with at least 30 inspections 
in the period.

These lists represent both stick and carrot: a naming 
and shaming of flags that fall below quality 
standards — slipping from white to grey listing, and 

OPINION
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from grey to black — and “an incentive to improve” 
to the higher listing.

The Paris MOU Committee also monitors the 
performance of recognised organisations acting on 
behalf of flags.

Leaving aside the three ROs in the very low and 
three others in the low categories, the split includes 
17 ROs as medium performers, and 11 as high 
performers.

It is disconcerting that three members of the 
International Association of Classification Societies, 
the association of highest-quality class societies, are 
firmly among the medium performing ROs.

The Indian, Polish and Croatian registers should 
surely see this status “an incentive to improve”.

It is also noteworthy that Istanbul-headquartered 
Turkish Lloyd and Piraeus-based Phoenix Register 
of Shipping are in the group of high-performing 
ROs.

This is the 12th consecutive year Türk Loydu has 

enjoyed a high rating, yet every time it has jumped 
through hoops to join IACS it has been pushed back, 
claims its chairman, Cem Melikoglu.

He told Lloyd’s List that the ranking means ships 
within the Türk Loydu fleet are under less 
supervision at the ports of the Paris MOU member 
countries, so are less likely to experience problems 
during port state control inspections.

The Turkish society is the only applicant for IACS 
status and there is no precedent for this process.

Despite successful voluntary audits by the company 
that undertakes full audits of other class societies, 
notwithstanding the level of quality Türk Loydu has 
maintained, and even though the fleet’s size meets 
the necessary criteria, Melikoglu believes his society 
“is being discriminated against”.

The Paris MOU offers some data in his defence: one 
vessel detained in 525 inspections between 2015 and 
2017.

The inference is that there is more to this 
discrimination than quality.

The demise of the European shipping banker
THERE’S something oddly damning, or perhaps 
even bleak, about the use of the adjective ‘corporate’ 
in vernacular English, writes David Osler.

Basically, we are talking about the kind of person 
who popularly gets described by colleagues as an 
‘empty suit’, and is said to speak ‘fluent PowerPoint’.

Even the Merriam-Webster dictionary offers “having 
qualities (such as commercialism or lack of 
originality) associated with large corporations or 
attributed to their influence or control” as one of the 
term’s subsidiary definitions.

In many ways, the connotations are the antithesis of 
the self-image of certain shipowners, who like to see 
themselves as buccaneering entrepreneurs, and 
certainly not hidebound to the staid conventions of 
normal chaps.

Had they wanted to be boring, they reason, they 
would have gone into chartered accountancy 
instead.

So what are we to make of Nordea’s decision to axe 
its shipping desk and fold ship finance activity into 
its corporate lending department?

And that news, remember, follows the 
announcement that ABN Amro has scrapped its 
shipping-specific team, who have been swallowed up 
by its logistics unit.

Still, at least these banks are still making money 
available to owners, which is more than can be 
said for Commerzbank, RBS, DZ Bank and many 
others.

One potential upshot is that the special treatment 
often accorded to shipping in the past will 
increasingly be a thing of the past.

Shipping companies face the prospect of 
finding themselves relegated to the status of just 
another corporate customer, serviced by a generalist 
in place of an old school shipping man. And sorry, 
feminist readers, but yeah, it always was a ‘shipping 
man’.

Banks will of course counter that all banking is 
relationship banking, and in a sense, that is true. 
But as many of us know from our private lives, 
relationships come in a range of flavours. One-night 
stands and short-term flings fall far short of the 
ideal of lifetime commitment.
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Say what you like about industry legends such as 
Lambros Varnavides and his ilk, but they took the 
time to get to know their customers, including their 
particular situations. Often, they would cut a client 
some slack.

Having been around the block once or twice, they 
appreciated that shipping was a cyclical industry, 
and that the good times more than compensate for 
the bad times.

I guess there is an argument that those kinds of 
attitudes contributed to shipping’s current plight, 
leading to the can being kicked further down the 
road in the post-2008 period than it ideally should 
have been.

But expect things to be all change from here on 
in. Loan applications will more be judged by 
some hotshot fresh out of business school, and 
they will probably expect you to make the 

amortisation payments on time. The very cheek 
of it.

There could also be additional pressure for 
shipping concerns to adopt a more standard capital 
structure, to the extent of getting a listing rather 
than handing on the family fleet to the latest round 
of offspring, by way of birthright.

If the worst comes to the worst, all manner of 
grown-up behaviour might be forced upon shipping 
companies, from consolidation to ordering 
discipline. And then where will we be?

Shed a tear, then, for the European shipping banker, 
at least as celebrated in fiction in the cult classic 
novels of Matthew McCleery. It is all spreadsheets 
from here on in.

While it probably had to happen, the world will be 
a markedly less colourful place for their passing.

Inland ports help South Carolina 
move trucks off the roads
SOUTH Carolina Port Authority celebrates the fifth 
anniversary of opening its Inland Port Greer in 
October.

The inland terminal has been such a success that in 
April this year it opened a second one.

Inland Port Dillon, situated more than 100 miles 
from the state’s Charleston Port, is linked to 
Charleston by rail.

It is rail’s ability to take many containers off the 
road that is one of the big advantages of inland 
ports, according to SCPA chief executive Jim 
Newsome.

“It is a winning situation for everyone,” Mr Newsome 
said. “We make use of a more efficient mode of 
transportation with rail and we get containers off 
our terminal in Charleston, which is more expensive 
real estate on to cheaper real estate closer to the 
customer.”

At Dillon, the anchor customer is tool retailer 
Harbor Freight Tools, which has a 3m sq ft 
distribution centre next to the terminal. The location 
provides reliability in the supply chain for “last mile” 
delivery, Mr Newsome said.

“Supply chain is about reliability and if you can 
have an overnight rail service to a location 
150-200 miles away from your port and be able to 
ground the containers so they do not have to sit on a 
chassis, that is an important aspect of that 
reliability,” he said. “It makes the carriers life a bit 
easier in that they do not have to search for truck 
capacity.”

The terminal is open 24 hours a day, so if BMW, 
the key customer at Greer, wants to pick up a 
container at two in the morning it can. SCPA can 
also move a container to BMW’s door in 90 minutes, 
which would be impossible to do from the sea port.

The inland ports have also helped SCPA better 
match its import and export containers.

“That is one of the remaining low-hanging fruits in 
terms of efficiency in the southeast,” Mr Newsome 
says. “How do you turn import containers into 
export containers? You need a facility in between to 
do that.”

Import containers go from the inland port to 
customers then returned to the terminal. An 
exporter will pick it up again, stuff it and send it 
back to the inland port, minimising the movement 

ANALYSIS
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of empties and helping with new rules on electronic 
logging of truck drivers’ work hours.

“This is a way to leverage truck capacity,” Mr 
Newsome said. “Drivers can pick up the containers 
with a prior rail move already done and get two or 
three turns in a day. If they had to come down to the 
port to collect a container they may only get one 
turn a day.”

Container matching only works if imports and 
exports are at similar levels, but to date this has 
proved to have been the case.

“When we opened Greer five years ago I thought 
imports would be dominant, but now it is exports 
that are dominant,” he said. “That was a pleasant 
surprise.”

From truck to train
Inland Port Dillon uses an existing CSX intermodal 
train service to handle container movement to and 
from the Port of Charleston’s seaport facilities. It is 
expected to convert an estimated 45,000 container 
movements from truck to rail in the first year of 
operation.

The facility will handle the growing volume of 
container cargo travelling to and from the Port of 
Charleston via intermodal rail, which has increased 
180% increase since 2011. Today, nearly 25% of the 
port’s container volume moves by rail.

This is becoming increasingly important in the US, 
where several factors have made moving containers 
by truck both difficult and expensive.

“What we are facing is the culmination of many 
years of neglect in the trucking industry that hauls 
containers,” according to Mr Newsom.

The trucking industry is not homogeneous and there 
is a specific segment that hauls containers. About 
70% of that is owner-operated, but an increasing 
share are company-owned trucks.

“Through the wonders of procurement and other 
short-sightedness, including not according respect 
to the truckers, the industry has become 
increasingly challenged,” he said. “With the economy 
being good, why should someone own a truck and 
take all that risk when they could get paid just as 
well making cars or building houses?”

Container trucking should be a good business but 
everyone must play their part to make sure truckers 
make a good living, he added.

“We are improving the quality of the chassis fleet 
here, which has an impact on the truckers. They are 
going to have to be paid more, we are going to have 
to ensure the terminals work, that the warehouses 
have the proper hours. I hope we are on the right 
track to do something about it now.”

But trucking rates are rising and it is harder to 
arrange trucking on the spot market. It used to be 
possible to get a truck on six to seven hours’ notice, 
but now, because of the restrictions brought about 
by electronic logging of driver hours, more planning 
is required as a trucker can easily run out of hours 
in any given day.

The beautiful south
The booming US economy with its low levels of 
unemployment may make obtaining a truck and 
driver difficult, but in all other respects it is a benefit 
to South Carolina’s port industry.

SCPA’s fiscal year-to-date volumes are nearly 2% 
higher than last year, and it handled record-
breaking container volumes in April.

SCPA moved 1.8m teu since July 2017, compared 
with 1.78m during the same period last fiscal year. 
In April, 196,439 teu were handled during the 
month.

“We have had a good year,” Mr Newsome says. “We 
are building a lot of infrastructure; that is the name 
of the game in the ports business.”

April was also the first time that SCPA’s export 
volumes exceeded its import volumes, reflecting the 
increased manufacturing capacity in its southeast 
US catchment area and the presence of a large 
automotive sector.

“Automotive manufacturing has helped,” Mr 
Newsome says. “BMW exports around 70% of what 
it makes. It also has semi-knocked down and 
completely knocked down programmes where cars 
are exported as components in containers to 
countries such as Russia and China, to be assembled 
there.”

Volvo is opening a factory close to Charleston that 
will open in the third quarter and Samsung is 
making washing machines in the region.

The US economy is doing well but there are risks 
that the baby boomer generation has all the flat 
screen TVs it needs already, however. Moreover, the 
emerging threat of an all-out trade war could have 
an impact.
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“There are certainly some clouds on the horizon 
in the US but right now the economy is surprisingly 
strong and the tax cuts have provided a stimulus,” 
Mr Newsom said. “Our growth projections are 
modest, 4% over time, and I think the southeast 
will grow faster than the average, so our response is 
to focus on the infrastructure so we have the 
capacity.”

Big ship ready
Spurred on by the expansion of the Panama Canal 
and the raising of the Bayonne Bridge in New York, 
SCPA has itself been investing in getting ready for 
the ever-larger ships that are calling at US east coast 
ports.

“Last year we had one 13,000 teu sling on the east 
coast but this year we have four,” he said. “What you 
are seeing during the past 10 years is an unwinding 
of longhaul rail from the west coast. Very little is 
coming from the west coast to east of the Mississippi 
anymore. There has also been a compression in rates 
between the east and west coasts because carriers 
need to fill the big ships.”

And there could be more to come, he added.

“I think we’ll see an 18,000 teu ship come via Suez 
by next year,” Mr Newsome says.

“If you look at the emerging fleet, you have got 1.2m 
teu being delivered this year, most of which is over 
10,000 teu. By the end of 2020 there will be 52 loops 
of 14,000 teu and above and only 35 of these will be 
on the Asia-Europe trade. The remaining 17 have got 
to go somewhere.”

SCPA has already simulated handling a 19,000 teu 
ship and having dredged its channels to 15.8 m and 
installed cranes with a lift height of 47 m, says it is 
ready for the largest of ultra-large containerships.

“Southeast ports are regional ports but this is a very 
good region,” Mr Newsome says. “The US south, 
when you include Texas and Virginia, is the fourth-
largest economy in the world.”

With that growth in mind, it is little surprise that 
there will likely be another inland port coming to 
South Carolina soon.

Trade war could add to carriers’ 
transpacific troubles
CONTAINER carriers on the transpacific trade are at 
risk of suffering the impact of the impending trade 
war between the US and China, according to analysts.

“China is by far the largest origin for containerised 
cargo into the US, accounting for 46% of all 
container imports during the first five months of this 
year,” Alphaliner said.

It added: “Imports from China reached 4.1m teu 
during the period from January to May and China-
related volumes are almost 10 times larger than 
those from the next largest origin, Vietnam, at 
430,000 teu.”

While it was too early to determine the final impact 
of the new tariff measures and counter-measures 
that will take effect on July 6, as China accounts for 
68% of total transpacific container volumes from 
Asia meant that a 10% reduction in imports from 
China would affect 6.8% of transpacific volumes, if 
the goods are not replaced by imports from other 
Asian origins.
Alphaliner said the impact of any reduction in 

volumes would significantly affect carriers’ efforts to 
raise freight rates.

“After some initial success in securing rate increases 
on June 1, shipping lines already struggle to keep 
spot freight rates from falling again,” Alphaliner 
added.

“The latest June 15 Global Reporting Initiative has 
been cancelled as vessel utilisation rates dipped, and 
rate cutting has already brought spot freight rates to 
as little as $1,000 per feu to the US West Coast.”

Carriers’ reluctance to curb capacity increases has 
also contribute to the pain being felt on the 
transpacific. Contract rates from 1 May are largely 
lower than last year, despite higher operating costs, 
mainly because of escalating bunker prices.

“Overall capacity on the Far East to North America 
route is 6.3% higher compared with the same time 
last year, with all the carrier alliances adding to 
their overall capacity on the trade this year,” 
according to Alphaliner.

MARKETS
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Box lines’ fuel surcharges are ‘justified’
INTERNATIONAL container lines are justified in 
applying fuel surcharges to recover some of the costs 
of rising oil prices and should have applied them 
much sooner — including for major beneficial cargo 
owners.

Responding to criticism of container lines from 
shipper representatives that claimed recent so-called 
‘emergency bunker surcharges’ applied by lines could 
not be justified, Gary Ferrulli, a former senior liner 
executive and now chief executive of Global Logistics 
& Transport Consulting, told Lloyd’s List that with oil 
prices rising 70% in 18 months, the mistake of 
carriers was in failing to apply fuel surcharges last 
year.

He said the reports on whether the fuel surcharges 
are fair were being mixed with the wider issue of how 
carriers price — a topic where he is also highly critical 
of lines.

But he added that arguments about the fairness of 
fuel surcharges focused on fuel costs rising 20% in 
first four months of 2018 — rather than prices going 
up 70% since January 2017.

The question instead should be why there had been 
no fuel surcharge until now, he said.

“The carriers have done the wrong thing; they 
ignored the fuel increases until now, even entering 
some contracts in the transpacific with a no-fuel 
surcharge clause in them, or a cap on the surcharge. 
So now they are taking frantic action to implement 
any number of surcharges.

“But basic economics of business says if a cost with 
the impact of fuel goes up 70% in 18 months, you 

have to recover it. It is not unfair; what is unfair is if 
they do not charge and collect it.”

One of the key criticisms of shipper representatives 
was that lines appeared to be applying emergency 
bunker surcharges “almost simultaneously”, a move 
that the European Shippers’ Council described as 
“tantamount to price signalling”.

But Mr Ferrulli has a different interpretation of why 
lines suddenly started taking action in May.

“They woke up after seeing first-quarter results,” he 
said.

He said the reason was much more about unrealistic 
and poorly developed pricing strategies rather than 
any question of collusion.

“Carriers are their own worst enemy,” he said. “Recall 
Hanjin’s demise in August 2016 — rates rose for four 
months, as did volumes, with the absence of such a 
huge service provider. Rates then dropped, as 
carriers pursued market share, did not manage 
capacity, yet still made money.

“When carriers see quarterly profits improve for a 
period, they become mesmerised and revert to 
historical bad habits. So during the 2017-18 
transpacific service contract season, they hurt 
themselves by not taking advantage of the market 
change to increases rates and better manage capacity.

“They virtually ignored the fuel increases in 2017 
because they were making money. Those decisions 
lead us to the first quarter 2018 results as the 
transpacific contracts ran through April 2018, 
turning out to be poor decisions.”

US ports move to cut trucking 
turnaround times
LEADING box ports in the US are urgently trying 
to improve gate speeds and boost capacity to help 
alleviate the trucking capacity crunch.

Trucking rates have been surging all year due to 
a perfect storm of new Electronic Logging Device 
regulations, rising fuel costs, driver shortages and 
surging demand. The larger container ships now 
calling at many US ports has also caused spikes in 
demand for trucking and longer gate delays.

Dat Solutions, the freight exchange service, said spot 
rates dry container trucks were up 28% year-on-year 
in May. It added that early June indications suggest 
rates for both trucking and drayage are continuing 
to surge ahead of the peak season.

“Demand is exceeding capacity in most modes of 
transportation by a significant amount,” said the 
latest Cass Freight Index report. “In turn, pricing 
power has erupted in those modes to levels that 
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continue to spark overall inflationary concerns in 
the broader economy.”

Lines have stopped offering haulage in some 
markets and/or introduced intermodal surcharges 
due to trucking capacity shortages and price hikes.

US ports contacted by Lloyd’s List said they were 
aware of the pressure on trucking companies and 
their supply chain customers and partners and were 
doing their best to improve gate speeds to help 
alleviate capacity shortages.

Global Container Terminals Bayonne at New York/
New Jersey is one of a limited number of US ports 
now offering truck appointment booking systems.

The system, called Truck Reservation System, or 
TRS, uses Radio Frequency Identification tags on 
pre-registered trucks along with high-speed optical 
character recognition at the gate. GCT Bayonne 
claims TRS has improved truck turn times by 41% 
since implementation late last year, with more than 
half of gate visits now completed using the new 
system.

Elsewhere ports are hoping capacity expansions will 
ease turnaround times.

The Port of Virginia, for example, has seen a 5% 
increase in truck volumes in the current fiscal year 
ending June 30 which, as of May 30, meant it had 
handled 913,481 units.

“The goal here is efficiency so that motor carriers 
can get as many turns as possible,” said a 
spokesman. “Through our $700m capacity 
expansion project at Norfolk International 
Terminals and Virginia International Gateway, we 
are taking the necessary steps to increase our 
efficiency to handle even bigger vessels and greater 
cargo volumes.

“Our internal, traditional turn-time goal for motor 
carriers is one hour from gate-in to gate-out. We are 
achieving that goal, though record container volume 
during construction has at times this year created 
challenges to meeting that goal. In those public 
metrics we also include extended turn-time 
information, which details the time a driver spends 
in the queue plus gate-in to gate-out.”

Jim Newsome, South Carolina Ports Authority 
president and CEO, said the development of two 

inland terminals — Inland Port Greer and Inland 
Port Dillon — would help ease the burden on 
trucking capacity in the state, particularly from box 
terminals located at the port of Charleston.

“By moving cargo closer to its final destination by 
rail, inland ports increase truckers’ ability to handle 
a greater number of short-haul local drays within 
the workday rather than a single day-long move to 
and from our marine terminals,” he said.

He said SCPA depended on the trucking industry 
and understood its need for better infrastructure 
and competitive wages.

“We have not experienced an inability to move our 
cargo due to a driver shortage and are working 
diligently to support the long-term success of the 
trucking community,’’ he added.

“From an operational perspective, we provide 
low-gate turn times that allow drivers to efficiently 
complete two transactions at our busiest container 
terminal in less than one hour, and we are working 
with Georgia Ports on the current chassis pool 
model with the goal of improving both the quality 
and quantity of the chassis in this fleet.”

Port of Long Beach spokesman Lee Peterson said the 
port was exploring how to enable drayage operators 
to improve productivity in response to soaring 
trucking costs. He insisted that rising costs were not 
impeding cargo flows.

“We certainly have been advocating and working for 
efficiencies that would allow drayage operators to 
increase their productivity, which would help deal 
with higher costs,” he said. “We partner closely with 
our marine terminal operators, labour 
representatives and drayage community to examine 
all options.”

One step has been to facilitate the creation of a ‘pool 
of pools’ chassis system. This has seen the three 
largest chassis companies agree interoperability 
agreements to reduce the time and effort expended 
by drayage operators finding chassis.

“We are looking for additional measures, for 
example, we’re working for a universal truck 
appointment/reservation system that would cover 
both the Port of Long Beach and the Port of Los 
Angeles,” he said. “There are about 25,000 drayage 
turns each day in the two ports, on average.”
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IN OTHER NEWS
Maersk appoints new chief financial 
officer
MAERSK has appointed a new 
chief financial officer as it 
completes the boardroom shake-
up that it began earlier this year.

Carolina Dybeck Happe will take 
up a position as a member of the 
Maersk executive board.

She replaces former chief 
financial and strategy officer 
Jakob Stausholm, who left the 
company after chief executive 
Søren Skou took over 
responsibility for the company’s 
information technology, which 
had formerly been part of the 
finance, transformation, IT and 
digital function in the boardroom.

LNG preferred as marine fuel but lack 
of infrastructure a challenge, survey 
shows
SWITCHING to liquefied natural 
gas is the most attractive option 
for shipowners to meet the 
International Maritime 
Organization’s stringent new 
international emissions 
standards for marine bunker 
fuels, according to a survey by 
Deloitte.

A total of 68% of the 80 
respondents — senior energy 
industry leaders from across the 
Asia-Pacific region — viewed the 
super-chilled fuel as the most 
viable solution to IMO’s sulphur 
regulations that come into force 
in January 2020.

At the same time, most of the 
respondents admitted that a lack 
of refuelling and bunkering 
infrastructure was the key barrier 
to the large-scale adoption of 
LNG in shipping.

Capital emerges as seller behind 
boxship deal with Navios Containers
CAPITAL Maritime & Trading, the 
Greece-based shipping company 
headed by Evangelos Marinakis, 

appears to be in line for a 
potential windfall return as it was 
identified by industry sources as 
the seller of four containerships 
to Navios Maritime Containers.

Fast-expanding Navios 
Containers last week unveiled up 
to nine fresh boxship acquisitions 
in conjunction with a plan to list 
itself on Nasdaq. The deal, with a 
third party, included four 2011-
built vessels of 10,000 teu each 
at an agreed price of $210m.

The description matches 
Aristomenis, Athenian, Athos and 
Asklipios in Capital’s fleet. The 
vessels were among five ex-
Hanjin containerships that 
Capital bagged at an auction last 
year. At the time Lloyd’s List 
reported an estimated en bloc 
price of about $165m for the five 
ships.

Brokers discussing the deal on 
Wednesday were adamant these 
are the ships Navios Containers 
has agreed to buy. Executives at 
Capital this week declined to 
make any comment on the 
matter.

Noble agrees deal with key investor 
over restructuring
GOLDILOCKS Investment has 
pledged to support Noble Group’s 
restructuring plan, after the 
embattled trading house 
improved the offer to its 
shareholders, according to a 
company release.

The two parties, together with 
Noble’s creditors, reached an 
agreement to increase 
shareholders’ equity in the New 
Noble — the restructured entity 
— to 20% from 15% in previous 
discussions.

MSC drops Felixstowe as IT-related 
delays continue
MEDITERRANEAN Shipping Co 
has joined Maersk units 

Hamburg Süd and Seago in 
diverting vessels away from 
Felixstowe as the UK’s main 
gateway port continues to suffer 
from severe congestion.

In an advisory note to 
customers today, MSC said 
that because of the operational 
delays at the Port of Felixstowe 
it had diverted vessels to 
London Gateway and Tilbury, 
and would use its intermodal 
services to deliver containers to 
customers.

The move follows a similar 
announcement by Hamburg 
Süd that it will divert two of its 
services to Southampton instead 
of calling at Felixstowe.

Aversion to mixed gas fleet sank Gas 
Ships spin-off plan
DRYSHIPS abandoned its plan to 
spin off subsidiary Gas Ships as 
a mixed stable of liquefied 
natural gas and liquefied 
petroleum gas carriers because 
of a lukewarm reaction from 
investors.

“They did not like to mix LPGs 
and LNGs,” one capital markets 
source with knowledge of the 
move said. Most investors are 
more inclined towards the LNG 
sector than very large gas 
carriers, a market that has been 
hit by overcapacity.

The spin-off proposal was filed 
with US regulators in February, 
but last week the company said it 
would not proceed, withdrawing 
its F-1 statement with the 
Securities and Exchange 
Commission. It has not publicly 
given a reason.

The subsidiary holds DryShips’ 
four VLGCs that are cushioned 
from the current market 
doldrums in the sector through 
being on long-term charters.
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CMA CGM signs deal to acquire 
Containerships
CMA CGM, the French container 
carrier, is to acquire the shipping 
and logistics business of 
Finland-based shortsea operator 
Containerships as it continues to 
grow its intra-European 
operations.

CMA CGM, the world’s third 
largest container carrier, said it 
had signed an agreement with 
Container Finance Ltd Oy that 
would see the shipping and 

logistics business, as well as 
Container Finance’s holding in 
Multi-Link Terminals, become 
part of CMA CGM.

The transaction remains subject 
to approval by relevant 
competition authorities. No price 
was disclosed.

Danish Ship Finance hires DVB’s 
Brent-Petersen
DANISH Ship Finance said it has 
hired Henriette Brent-Petersen to 
run its research operations.

Ms Brent-Petersen, who is global 
head of shipping and offshore 
research at DVB Bank, will 
succeed Christopher Rex, who is 
to head a new innovation unit.

She joined DVB in 2013 and has 
previously held roles at the 
Danish Export Credit Agency and 
at Citibank, as well as leading 
research at Maersk Tankers and 
Torm.

For classified notices please view the next page.
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