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Total reveals blueprint for LNG 
bunkering’s future

TOTAL HAS SHOWN ambition to develop liquefied natural gas 
bunkering infrastructure across the regions, betting on the clean fuel’s 
future as a post-2020 solution when the International Maritime 
Organization’s new bunker rules take effect.

Having chartered an 18,600 cu m newbuilding LNG bunkering vessel 
from Mitsui OSK Lines for deployment in northern Europe, the French 
energy major has launched a similar project with Pavilion Energy in 
Singapore.

By the end of this year, the two will partner with an owner that will 
order a 10,000 cu m bunkering ship for delivery by end-2020. Pavilion 
will offer a 10-year charter to the owner, while Total will share some 
operating costs of the ship.

These are Total’s attempts to ensure LNG bunkering is available in the 
main hubs to its clients, Total Marine Fuels managing director 
Olivier Jouny told Lloyd’s List on the sidelines of World Gas 
Conference.

“We want to demonstrate the logistics are available,” Mr Jouny said.

Set to service the world’s two largest bunkering hubs, those two ships 
are also the largest of their kind. According to the International Energy 
Agency, only a dozen LNG bunkering ships are in operation or under 
construction. Most of them are below 10,000 cu m, with Europe as 
their main target market.

Total hopes the LNG bunkering projects it is involved in will serve as 
many types of client as possible, Mr Jouny said.
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“You need to find the right size of vessel. The bigger 
the bunkering vessel, the lower the unit cost,” Mr 
Jouny said.

Logistics costs for delivering LNG as bunker fuel 
amount to $50-$100 per tonne, while those for 
conventional fuel are only estimated at $5-$10 per 
tonne, according to Mr Jouny. For LNG bunkering to 
develop further, he said, Total would want to play its 
part in narrowing the gap.

Total has forecast LNG bunkering volume to grow to 
1m tonnes by 2020, when ships will need to start to 
use low-sulphur fuel, LNG or have scrubbers on 
board in line with the IMO rules, from the current 
level of 400,000 tonnes-500,000 tonnes.

By 2025, the volume would grow further to 10m 
tonnes, equivalent to 5%-7% of the world’s bunker 
market. Total has predicted that LNG bunkering will 
account for 5%-10% of total volume in 2025-2030 
— this is a rather bullish forecast, given that the IEA 
has expected the same share in 2040.

Increased LNG bunkering would suggest more 
business opportunities for Total, which will become 
the world’s second-largest LNG producer once its 
$1.5bn deal to acquire Engie’s upstream LNG assets 
closes.

Upon the completion of the acquisition, Total will 

manage nearly 40m tonnes of LNG production 
globally by 2020, accounting for 10% of the world’s 
total.

Mr Jouny has admitted that for LNG bunkering to 
realise its potential, several challenges have to be 
overcome.

Even as some owners are willing to pay more to use 
LNG as bunker fuel in pursuit of green shipping, in 
general LNG bunkering needs to be cost-
competitive, Mr Jouny said. With LNG propulsion 
systems 20% more expensive than conventional 
ones, “you need to make sure these extra costs are 
offset by the cost of energy”, he said.

Moreover, bunkering infrastructure needs to be 
developed further globally. And the regulatory 
framework needs to be in place, with bunkering 
rules cleared with ports and specifications 
standardised, Mr Jouny suggested.

In time, Total may even develop its LNG-fuelled fleet 
with vessels chartered from partnering owners for 
long periods, Mr Jouny said. Those will need to be 
newbuilding projects or LNG-ready ships, though, 
because retrofitting conventional ships with LNG 
propulsion systems would be too costly.

“We need to find the opportunities,” Mr Jouny 
said.

Selling LNG ‘feels like logistics business’, 
says Cheniere head
CHENIERE Energy chief executive Jack Fusco has 
taken pride in his company’s shipping credentials, 
saying that having the ability to deliver liquefied 
natural gas to its clients is a major factor behind 
Cheniere’s success.

The New York-listed company, which owns the first 
and largest LNG export facilities in the lower 48 US 
states, has been one of the most active charterers in 
LNG shipping over the past year, soaking up tonnage 
from GasLog Partners and TMS Cardiff Gas alike.

In the World Gas Conference, Mr Fusco told a panel: 
“We find our customers… a lot of them need us to 
deliver.”

“So we have the full service model” in which 

Cheniere can sell its cargoes on either a loading or 
delivery basis, Mr Fusco added.

“That amount of flexibility has been extremely 
helpful to us,” he said.

Riding on the rising US shale gas output, Cheniere is 
set to become one of the world’s largest LNG sellers 
by the end of this decade.

The company built a fleet of some 20 vessels as of 
end-2017 for delivering cargoes sold in delivered-ex-
ship contracts. In January-March 2018, Cheniere 
exported 67 cargoes totalling 244trn British 
thermal units from its Sabine Pass terminal, up 
from 43 lots totalling 152trn Btu in the same 
period of last year.

WHAT TO WATCH
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Targeting China, which is expected by many to drive 
LNG demand growth in the coming decades, as one 
of the main customers, Cheniere has emerged as one 
of the biggest users of the expanded Panama Canal 
to harness the longhaul trade.

“We have delivered [cargoes on] over 50 tankers so 
far to China, and it works, and they like it,” Mr 
Fusco said. “We intend to be there for a long time. 

We are going to stay extremely close to our 
customers.”

Having worked as a trader for Goldman Sachs in the 
1990s, Mr Fusco said selling LNG “feels more like 
logistics business”.

“This doesn’t feel like trading at all,” he said.

ANALYSIS

Transpacific trade struggles under weight 
of competition
OVERCAPACITY and falling rates on the 
transpacific trade have seen the 2M alliance pull 
one service between Asia and North America, but 
increasing ship sizes mean total capacity will 
increase, as lines continue to fight for market 
share.

Maersk and MSC have announced they will drop 
their TP1/Eagle service calling at Vancouver and 
Seattle from July.

MSC has blamed a “challenging operating 
environment” for pulling the service, which utilised 
six 4,200 teu-5,000 teu ships and was the smallest 
of the five Asia-US west coast services operated by 
the 2M alliance, according to Alphaliner.

“Volume growth has slowed and the market outlook 
for the coming months has become increasingly 
uncertain, due to the Sino-US tariff war that is due 
to take effect from July,” Alphaliner said.

The withdrawal of a service just ahead of the 
traditional peak season, when carriers sought to 
impose peak season charges, sent a negative 
message to the market, it added.

“Spot freight rates have continued to weaken in the 
last two weeks, but various carriers have 
nevertheless announced a fresh round of GRIs for 
July 1, ranging from $700 to $1,000 per feu,” 
Alphaliner said.

“Any initial success in securing these proposed hikes 
will likely be followed by rate discounting, as cargo 
space on upcoming sailings is reported to be 
available, even as the market is heading toward its 
peak season.”

SCFI spot rates to the US west coast have fallen by 
19% since May and stood at $1,194 per feu last week, 
with rates as low as $1,000 reported to be offered by 
carriers.

While the removal of the TP1/Eagle service will 
remove only 1.5% of total transpacific capacity, and 
9.5% of 2M alliance capacity, it follows the 
introduction six weeks ago of SM Line’s new PNS 
loop on the same route, indicating that competitors 
are eating into the 2M carriers’ market share on the 
transpacific.

Moreover, additional capacity is heading into the 
trade lane in the form of new services and additional 
vessels.

APL’s new Eagle Express X will connect Ningbo and 
Shanghai to Los Angeles, with the first sailing of this 
loop scheduled in August.

APL has also started to up-size its EX1 service, with 
6,500 teu-7,500 teu ships due to replace 5,100 teu 
ships from July.

“The capacity additions will negate the impact of the 
TP-1/Eagle withdrawal, setting the scene for further 
rate turbulence in the transpacific market in the 
coming weeks,” Alphaliner said.

Maersk and MSC will offer a contingency coverage 
to limit disruptions caused by the withdrawal of the 
2M service TP-1/Eagle.

A call at Seattle will be added to the TP-9/Maple 
service at the expense of Prince Rupert. The 
Canadian port will then be shifted to the TP-8/
Orient service at the expense of Ningbo, which will 
be added to the TP-2/Jaguar.
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Bargains still available for smaller boxships 
buyers
ASSET values in the small containership segment 
that includes feedermax, handysize and sub-
panamax vessels have witnessed the strongest 
rebound since the softest market in a generation 
seen at the end of 2016 and the start of 2017.

Those able to approach the market with a rational 
view of asset values and the ability to go against the 
herd-driven mentality against the smaller ships have 
been rewarded handsomely.

The value of these ships is rising, and still appears to 
have upside remaining. The recovery in market rates 
contributed to this uptick, but so did a 
rationalisation of the fleet size.

Accelerated scrapping, driven by higher dollar per 
lightweight ton offered prices and weak term charter 
rates, has tightened supply, particularly at the 
smaller end of the ship size spectrum, while slow but 
steady demand growth has boosted period hire 
rates.

Overcapacity in the ultra-large containership market 
remains an issue, and the state of the orderbook is 
not comforting for those looking at the fundamental 
balance between supply and demand, but smaller 
sized ships do not face the same level of excess 
tonnage and the outstanding orderbook is more 
moderate.

One headwind is the fear that economically 
irrational tariffs imposed by the US on its largest 
trading partners will not be quickly resolved.

The resulting higher prices for US consumers will 
eventually lead to a slowdown in containerised 
imports, and in turn slower global GDP growth. The 

value of ships, however, is not determined simply by 
the hire rates over a tumultuous six-month window. 
The trade disputes should eventually be resolved 
before economic pain grows too great.

Asset values have room to appreciate even in a very 
weak earnings environment, as knowledge of market 
cycles is leading to more counter-cyclical asset plays. 
This makes the long-term median (25 years) an 
important barometer of the value of a ship.

This indicator is still flashing a buy sign in most of 
the smaller container segments.

Replacement costs for ships are rising as yard 
capacity continues to contract, which is supporting 
the price of younger ships on the water.

Sub-panamax vessels are trading at the greatest 
discount to their long-term median, more than 13%, 
potentially representing the best opportunity for an 
asset play.

Handy container vessels have performed the best 
since the market trough in early 2017, but still 
appear to have upside. Meanwhile, feedermax sized 
units also present room for appreciation, trading 
more than 10% below their median.

The velocity of deals being concluded has accelerated 
along with the rising asset prices.

The surge in deals may subside somewhat as buyers 
and sellers step back to learn more of the details 
surrounding individual sales, but business will 
continue, and the trend of rising prices appears to be 
in place.

GROSS revenues for International Salvage Union 
members rose by a fifth in 2017 to $456m, but the 
rise came from a low point in the sector’s history 
and revenues remain below the $700m range seen in 
2013-2015.

ISU member companies were involved in 251 
emergency response salvages during the year, 
compared with 306 in 2016, which was the highest 

number recorded by the ISU in 20 years.

Lloyd’s Open Form cases in 2017 generated $54m 
from 46 cases. While the number of incidents was 
up from 34 the year before, the revenue was the 
lowest since 1999.

Revenue from Special Compensation P&I Clause 
cases was down from $60m to $20m and 

MARKETS

Weak revenues hamper salvage sector
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represented the lowest annual SCOPIC revenue since 
the clause was introduced in 1999.

“With the increase in cases and decrease in LOF 
revenues, it means the average revenue from each 
LOF case, including SCOPIC revenue, has fallen and 
was $1.6m, down from $3.9m the previous year,” the 
ISU said.

Moreover, the total of LOF salved values was nearly 
$1bn and the average LOF salved value was $21m, 
meaning that the average income, excluding SCOPIC 
payments, for each LOF case was 5.6% of the salved 
value, the lowest on record.

The declining number of LOF salvages reflected the 
continuing trend for commercial contracts to be 
used in place of LOF, the ISU said.

Wreck removal income has grown during the past 
decade and remains an important source of income 

for ISU members. In 2017, 120 operations produced 
income of $264m representing 58% of total income, 
up from $172m in 2016.

“The 2017 ISU statistics again show the variability of 
our industry,” said ISU president Charo Coll. 
“Nevertheless, the industry continues to be active, 
continues to invest and continues to be effective in 
helping to mitigate loss for shipowners and insurers 
but, at the same time, ISU members are also 
experiencing financial hardship.”

She added that the forces of competition might be 
making salvors undertake cases for lower returns 
and there might be pressure from owners and 
insurers to drive down costs.

“LOF revenue is much reduced and a contributing 
factor could be the increased use of side agreements. 
It is ISU’s understanding that these are used to 
reduce LOF awards and settlements,” she said.

IN OTHER NEWS
Trafigura alleges forgery of papers 
linked to Probo Koala case
TRAFIGURA has started legal 
action against lawyers acting for 
tens of thousands of victims in 
the Probo Koala mass poisoning 
incident, arguing that they form 
part of a ‘claims industry’ that 
submitted forged documents on 
behalf of clients.

The top trading house said in a 
statement that it is seeking 
damages in excess of €1m 
($1.2m) from two lawyers and 
their respective law firms, 
alongside other parties.

Probo Koala was a tanker on 
charter to Trafigura in 2006 that 
offloaded 500 tonnes of slops 
containing a mixture of fuel, 
caustic soda and hydrogen 
sulphide in Abidjan, Côte d’Ivoire.

Dorian ‘responsive’ to shareholders 
after BW renews approach
DORIAN LPG has responded to 
the merger proposal from rival 
liquefied petroleum gas shipping 
company BW LPG by saying it 

“has been and will remain 
responsive” to the views of its 
shareholders.

BW made an approach to acquire 
Dorian last month in an all-share 
transaction valued at $1.1bn. But 
Dorian rejected the offer, citing 
undervaluation. Instead, it sought 
to purchase 17 of BW’s ecoships.

This week, BW LPG sent an open 
letter to the New York-listed 
Dorian saying shareholders from 
both companies recognise the 
“compelling benefits” of a 
combination.

EU revises maritime security plan
EUROPEAN ministers have 
adopted a revised action plan to 
strengthen the bloc’s 
commitment to security at sea.

The plan brings together both 
internal and external aspects of 
the European Union’s maritime 
security and contributes to the 
implementation of the EU Global 
Strategy, the renewed EU Internal 
Security Strategy 2015-2020, the 

Council Conclusions on Global 
Maritime Security and the Joint 
Communication on International 
Ocean Governance.

The revised version seeks to 
provide an “innovative and 
holistic perspective” on maritime 
security, encompassing terrorism 
as well as cyber, hybrid, chemical, 
biological, radiological and 
nuclear threats in the maritime 
domain, the European 
Commission said in a statement.

Okeanis raises $100m from Norway 
placement
IOANNIS Alafouzos-led Okeanis 
Eco Tankers has raised about 
$100m from a fundraiser in 
Norway and the company’s stock 
is expected to begin trading on 
the Merkur market as of next 
week.

A diverse spread of institutional 
investors, with long-only funds 
well represented, is understood 
to have bought into the company.

Okeanis sought to present a 
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tanker market recovery story 
allied with a conspicuously 
modern fleet that looks to be 
ahead of most of its peers in 
preparations for meeting the 
industry’s new emission 
requirements in 2020.

Danaos posts first-quarter profit after 
unveiling debt deal
DANAOS has voiced hope for 
greater stability in the boxship 
market after it unveiled better-
than-expected first-quarter 
results in the wake of a major 
debt refinancing deal with 
lenders.

The Greece-based containership 
owner posted net income of 
$15m compared with $18.4m in 
the year-earlier period.

Excluding about $13m in 
refinancing-related fees and a 
non-cash amortisation charge 
for fees stemming from a 
previous restructuring in 2011, 
adjusted net income reached 
$28m versus $24.5m in the first 
quarter last year.

Cargill agrees long-term charters for 
new baby capes
GLOBAL commodities trader 
Cargill has entered an agreement 
to time charter four new baby 
capes.

The deal, which includes an 
option for two more vessels, is 
with CSSC Leasing, a unit of 
China State Shipbuilding 
Corporation, Cargill said in a 
statement.

The vessels, which will carry 
mainly coal and grains, are being 
built at CSSC’s Huangpu 
Wenchong shipyard and are 
expected to be delivered in 2020, 
it said. Wah Kwong Group will 
oversee the technical 
management and crewing of the 
vessels.

Xinle Shipbuilding confirms Nova 
Maritime orders
ZHEJIANG Xinle Shipbuilding, a 
private Chinese shipyard, has 
confirmed orders from Nova 
Maritime Carriers to build 18 mini 
dry bulkers.

The deal consists of six units of 
8,000 dwt and 12 units of 6,000 
dwt, while a signing ceremony 
was held in Ningbo city, where 
Xinle is based, earlier this week, 
according to a company release 
on Wednesday.

Total value of the contract 
exceeded $150m, brokers have 
reported, with the eco-designed 
vessels scheduled for delivery 
from the second half of 2019.

Pakistan court orders all coal imports 
to be discharged at Port Qasim from 
August
FOLLOWING the ban by 
Pakistan’s Supreme Court ban on 
importing thermal coal at Karachi 
port, the country’s thermal coal 
importers will now have to 
receive all of their cargoes at 
nearby Port Muhammad Bin 
Qasim from August this year.

The judgment, which was passed 
by the Supreme Court on June 
20, cited environment pollution 
and health issues as reasons 
behind the ruling.

The coal companies will have six 
weeks to adjust their shipping 
routes to conform to the new 
ruling.

SITC orders two boxships at 
Yangzijiang
SITC, the Hong Kong-listed 
intra-Asia liner shipping 
specialist, has ordered to two 
containerships at Yangzijiang 
Shipbuilding for $29m each.

Two subsidiary yards of 
Yangzijiang in China — Jiangsu 

Yangzijiang and Jiangsu New 
Yangzi — will each build one of 
the vessels, whose size was not 
disclosed, according to an 
exchange filing.

Payment will be made in five 
instalments, including a 10% 
upfront portion and a 50% final 
payment upon the delivery of the 
vessels.

Star Bulk launches secondary public 
offering
STAR Bulk announced the launch 
of a secondary public offering of 
shares held by its major 
stakeholder Oaktree Capital 
Management.

A fund affiliated with Oaktree is 
looking to sell around 5m 
common shares of Star Bulk. 
Following the offering, the fund 
manager will hold approximately 
43% of the common shares of the 
New York-listed dry bulkers 
operator.

Star Bulk said the company itself 
would not sell any shares or 
receive any of the proceeds from 
the sale.

Yinkou Port shares frozen amid debt 
disputes
DEBT problems continue to be an 
issue for Chinese state-owned 
Yingkou Port Group, which was 
involved in a near-defaulted loan 
payment earlier this month.

A total of 542m shares of 
Shanghai-listed Yingkou Port 
Liability Co — worth about 
Yuan1.2bn ($180m) based on 
their June 27 closing price — held 
by YPG have been frozen by 
courts, said YPLC in an exchange 
filing.

YPLC is 78.3% owned by YPG. 
The blocked shares make up 
about 8.4% of YPLC’s total equity 
and 10.7% of YPG’s entire stake 
in YPLC.
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For classified notices please view the next page.



Lloyd’s List | Daily Briefing Thursday 28th June Page 8


