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Axa takeover of XL will see 
biggest hull insurer change 
hands

AXA’S $15.3bn offer for XL Group will see the world’s biggest hull 
insurer change hands, but not result in any noticeable hardening of the 
hull market, according to industry sources.

The combined entity will also be a formidable marine insurance force 
in many mainland European markets, in which Axa traditionally has a 
strong position that is not always apparent to those based in London, 
the sources added.

The French giant’s move marks the latest round of the consolidation 
drive that has led to several insurance megamergers in the past few 
years, with many deals driven by surplus capital and the resultant 
pressure on pricing.

Both companies provide marine hull and marine cargo cover, even 
though marine makes up only a small proportion of overall activity in 
either case.

But XL is a major presence in hull insurance through its XL Catlin 
affiliate. Axa is better known in the marine insurance world for cargo 
insurance and is strong in this sector in Germany and southern Europe.

The fusion will clearly give the combined entity a significant combined 
presence in marine. Presumably its new owners will have no incentive 
to want to trash XL’s existing position.

While at this stage it is not clear whether post-merger streamlining will 
result in any reduction in marine headcount, the usual jostling for top 
jobs that accompanies any merger is widely expected.
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Both main marine insurance markets are 
fragmented to such an extent that little to no effect is 
expected to be seen on competition.

One veteran hull underwriter said there was a 
reasonable overlap between Axa and XL, although 
the two had different styles.

XL Catlin tends to write from its Lloyd’s platform 
and from Singapore, while Axa has a more 
multiplatform stance. However, the underlying 
problem of overcapacity is not going to go away and 
the hull market will remain soft, he predicted.

Axa is France’s largest insurer, while XL — which 
acquired Catlin, the largest syndicate on the Lloyd’s 
market, in 2015 — is registered in Bermuda and 
specialises in property and casualty.

The combined entity will rank as world number one 
in ‘P&C’, as it is known in industry jargon.

Indeed, the official rationale for Axa’s move is a 
desire to shift its centre of gravity away from its life 
and savings business towards XL’s areas of expertise.

Pacific Basin sees low-sulphur fuel as the 
best solution for smaller dry bulk carriers
AS the January 2020 deadline for the International 
Maritime Organization’s 0.5% global sulphur cap 
edges closer, Pacific Basin Shipping — the Hong 
Kong-listed supramax and handysize specialist 
— believes that a low-sulphur-compliant bunker fuel 
is the simplest option for the smaller vessels that ply 
different routes.

This is likely to be the case for the vast majority of 
the existing fleet because of the costs and 
impracticality of installing scrubbers or exhaust gas 
cleaning systems, Pacific Basin chief executive Mats 
Berglund told Lloyd’s List in an interview.

Deciding whether to install scrubbers and to 
continue burning the non-IMO compliant heavy fuel 
oil that is commonly used today, depends on the 
price of heavy sulphur fuel beyond 2020 and its 
availability, he said.

“The only thing we know for sure is that the heavy 
fuel oil market will be much smaller in 2020 than it 
is today, because you simply cannot install scrubbers 
in all the ships in the world.

“So even if we install scrubbers, we do not know if 
heavy fuel oil will be available in all the ports that 
we visit,” Mr Berglund said.

He pointed out that the scenario is different for 
cruiseships or container vessels because they 
operate on fixed lines.

“The ships are much bigger so they consume more 
fuel, so maybe it makes sense to have a scrubber 
installed there and they can safeguard the supply of 
fuels by way of physical contracts.”

But for smaller ships, he said, it is a more likely 
scenario for them to burn low-sulphur fuel instead.

“The benefit of the higher price of low sulphur fuel 
or [marine gas oil] is that it reduces the speed, which 
has a more significant impact on the environment 
than taking out the sulphur using scrubbers and 
pumping it out in the ocean,” he added.

Mr Berglund, who has been working in the shipping 
industry for the past 32 years, welcomes stricter 
environmental regulations for the industry. He 
believes heavy fuel oil should be banned, which 
would create a level playing field.

“This would also send a clear message to the 
refineries that they have to take care of the problem,” 
he said, adding that now there is a problem of both 
refineries and shipowners not doing enough to adapt 
to new marine fuel regulations.

“We are taking the residual fuel now and we are not 
allowed to burn that fuel after 2020.

“We think the oil companies should take care of the 
problem rather than poor dry bulk owners, who 
have been subsidising transport costs for the past 
five years,” said Mr Berglund.

WHAT TO WATCH
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ANALYSIS

Box carriers consider options for 
low-sulphur rules
CONTAINER carriers are being forced to take a 
stand on how they will comply with the 
International Maritime Organization’s fast-
approaching Marpol Annex VI regulations.

With most vessels in the 5,000-strong containership 
fleet designed to run on high-sulphur heavy fuel oil, 
decisions need to be made in the next two years on 
how those ships will comply with the new low-
sulphur regime that comes into force in 2020.

So far, there has been a mixed response. French 
carrier CMA CGM last year made the headlines 
when it announced that it would use liquefied 
natural gas to fuel its latest order for 22,000 teu 
boxships, the first deepsea trades containerships to 
use the fuel.

CMA CGM has stuck to its guns on LNG and has 
since ordered another 12 boxships of 14,000 teu 
from South Korea’s Hyundai Heavy Industries, 
which will also be LNG-fuelled. Six are firm orders, 
with options for six more.

While LNG is a viable, but expensive option — CMA 
CGM’s ships are expected to cost an extra $17m each 
by using LNG — it is best suited to newbuildings, 
and large ones at that.

Moreover, the move to LNG and the associated costs 
of bunkering during time in port have to be 
considered against any advantages. Last year, 
OOCL’s technical director James Tai said LNG was 
“not favourable” for ultra large containerships.

Mediterranean Shipping Co also has a series of 11 
ultra large containerships on order, and it 
understood that the 23,000 teu newbuildings that 
are due to be delivered in 2019 and 2020 will be 
fitted with scrubbers, as will other vessels in the 
fleet.

Evergreen, which has entered into an agreement 
with Japanese owner Shoei Kisen Kaisha to charter 
12 newbuildings of 11,000 teu and has placed a 
$754m order with South Korean shipbuilder 
Samsung Heavy Industries for eight 12,000 teu 
containerships, has decided on scrubbers for the 
chartered-in ships.

“Considering the IMO new low-sulphur regulation to 
be effective from 2020, our 11,000 teu newbuildings 
to be chartered from Shoei Kisen Kaisha will be 
equipped with an exhaust gas cleaning system,” 
Evergreen told Lloyd’s List.

For those ships already on the water, the options will 
be to use low-sulphur fuel or to use scrubbers. For 
low-sulphur fuel, this will mean using distillates, or 
possibly low-sulphur blended fuels made from 
residual fuel from the distillation process, assuming 
refineries produce these.

Low-sulphur distillates will be available, but the 
question now is about pricing, which is expected to 
be higher than for HFO.

The alternative option is to use scrubbers. But these 
too have a cost and add complexity to ships and their 
systems.

This approach has been taken by Grimaldi, among 
others, for a new series of ro-ro vessels it has on 
order.

While Evergreen has chosen scrubbers for its 
chartered order, beyond that, it has said it would 
“continue to pursue diverse environmental 
protection initiatives” to help curb greenhouse gas 
emissions, but would not clarify whether that would 
be by using distillates or scrubbers for existing 
ships.

In an interview with Lloyd’s List at Maersk’s Capital 
Markets day in February, chief executive Søren Skou 
said Maersk did not believe that installing a 
scrubber plant — which is a huge installation — on 
board a containership was viable.

“We think it is a very difficult proposition,” he said.

Nor was he convinced of the role of LNG, at least 
initially. There were no LNG-powered deepsea 
containerships today and newbuildings would take 
some time to enter the fleet.

“This would be very difficult to retrofit so it may be 
something the industry will see on newbuildings, 
but the whole process of converting to LNG would 
take a very long time,” Mr Skou said.
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The “most optimal solution” for now was burning 
cleaner fuel, he added.

“Hopefully, soon be more of a market for cleaner 
fuel, and therefore more will be produced.”
Maersk was already in discussions with oil 
companies about sourcing cleaner fuel, Mr Skou 
said.

Maersk chief operating officer Soren Toft added that 
the 0.5% sulphur cap would be a game-changer for 
maritime transport.

“It will add further costs either in capex for ships or 
higher fuel costs,” he said.

Mr Toft added that Maersk’s current view was that it 
did not prefer scrubbers.

“Putting mini-refineries on 60,000 ocean going 
ships would be complicated and expensive, and 
there is still no clarity on the environmental 
situation,” he said.

Container shipping in holding pattern 
as it waits for trade growth
THE container shipping market is in a steady 
holding pattern following two years of disruption, 
but still faces risks from events beyond its control, 
according to INTTRA chief executive John Fay.

“I think it’s a fair market right now,” Mr Fay told 
Lloyd’s List. “The market is waiting to see what 
happens with global growth, which has been pretty 
strong. The GDP and export numbers have been 
good, but the emergence of tariffs and trade wars are 
bad for the industry.”

At the current levels of pricing and volume, most of 
the participants were in a better position than they 
were in 2016-2017, Mr Fay said.

“The consolidation of the carriers is a great step,” he 
said. “Eighteen months ago the top five carriers had 
40% of global capacity. Today they have 65%. What 
hasn’t happened yet is the closing of some of these 
transactions and the shakeout amongst customers 
as they reset their carriers to ensure they get their 
business on multiple carriers across trade routes.”

If a customer that had previously had 20% of its 
business with one carrier and 20% with another and 
they then merged, the customer would not put 40% 
of its business on the merged business, Mr Fay said.

“That process is beginning to happen now and there 
is a lot of anxiety in the market on both sides on how 
that comes out,” he said.

Carriers understood there would be overlap when 

mergers and acquisitions were considered and there 
was unlikely to be a major dislocation, he added.

But customer requirements to use multiple carriers 
could benefit second-tier carriers, particularly on 
the regional trades.

“In your supply chain you need more than one 
supplier, whether you’re a shipper looking at freight 
forwarders or a forwarder looking at carriers, just 
from a business continuity planning and 
competition sense,” Mr Fay said.

Mr Fay was speaking ahead of the announcement 
that the online multi-carrier booking platform had 
added four new carriers, including Taiwan’s 
Evergreen Marine, to its network.

“In a year when the top 15 carriers consolidated 
down to eight, which is a 40% reduction, we 
increased the size of our network by 20%,” Mr Fay 
said.

INTTRA, the neutral electronic transaction 
platform, software and information provider, saw 
bookings on its system rise to 45m containers in 
2017, up 12% on the previous year.

“We’ve been growing much faster than the market 
for the past several years,” Mr Fay said. “Companies 
and customers see the real benefits of electronic 
bookings and shipping instructions, especially the 
value the shipper gets when they book on INTTRA 
to get all their visibility data.”

MARKETS
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IN OTHER NEWS
US tariffs ‘a danger to international 
trade’
SHIPPING conglomerate Maersk 
has issued a response to US 
president Donald Trump’s 
announcement of tariffs late last 
week.

The company said while the 
scope of the proposed tariffs 
would affect a few percentage 
points of US imports, the 
introduction of further measures 
will harm global trade “and 
increase production costs in 
affected countries”.

“From our perspective, enabling 
and promoting trade is an 
integral part of our business and 
it contributes to prosperity and 
development, globally and 
locally,” a Maersk spokesperson 
said.

Warning sounded over blockchain’s 
weakest link
BLOCKCHAIN can play a crucial 
role in helping the shipping 
industry but there are likely to be 
hiccups and growing pains along 
the way.

Law firm Reed Smith says it is 
not surprising that the shipping 
industry is increasingly looking 
to blockchain to streamline 
global supply processes, improve 
transparency and protect against 
fraud.

However, a chain is only as 
strong as its weakest link, and for 
blockchain technology, the 
weakest link might be the one 
where the digital world meets the 
physical; the human element can 
corrupt the data that blockchain 
relies upon.

Shipyards face mounting profitability 
pressure amid rising costs
SHARP gains in the value of the 
Chinese currency and raw 
material costs are putting 
pressure on shipbuilders’ 

profitability in China, despite the 
recovery in new orders and their 
efforts in raising newbuilding 
prices.

The combination has “eroded a 
large part of the yards’ profits, 
while Chinese players in general 
are not used to managing risk 
with derivatives such as steel 
futures and the US dollar index”, 
said China Newbuilding Price 
Index managing director Liu 
Xunliang.

CNPI, which tracks ship prices 
offered at Chinese yards based 
on input from 19 member broking 
houses, inched 2% upwards on 
year in February to 778 points, 
while the dry bulker sub-index 
— being the strongest sector 
— increased 7%.

Maersk to rationalise Asia-Europe 
services
MAERSK is set to rationalise its 
Asia-Europe network later this 
year in an effort to add more 
resilience to its schedules and 
utilise the capacity it has 
obtained through acquiring 
Hamburg Süd.

The move will see the Danish 
carrier reduce the number of port 
calls per string while maintaining 
the same number of port pairs 
across the service.

Maersk head of network Anders 
Boenaes said the Asia-Europe 
trade was still a significant part 
of the line’s asset base and was 
the main trunk route, but that a 
considerable amount of cargo 
carried on the services was not 
destined for Europe, but was 
transhipped en route.

Nakilat adds two more vessels 
to Maran Gas joint venture
QATAR Gas Transport Company, 
or Nakilat, has included two more 
liquefied natural gas carriers to 
its partnership with Maran 

Ventures.

“This expansion comes as part of 
our efforts to maximise returns 
for our shareholders and support 
Qatar’s industry-leading position 
as the world’s top LNG exporter,” 
said Nakilat chief executive 
Abdullah Al Sulaiti.

The latest deal boosts the 
number of LNG carriers jointly 
owned by Nakilat and Maran Gas 
to 15 vessels.

Samsung Heavy Industries wins 
LNG carrier order
SAMSUNG Heavy Industries has 
won an order to build a liquefied 
natural gas carrier with an option 
for one more.

SHI did not reveal details of the 
deal, adding that further 
information will be released later.

The shipbuilder secured six 
LNG-related orders last year, 
including three LNG-powered 
containerships, two LNG floating, 
storage and regasification units, 
and a floating LNG vessel worth 
$3.3bn in total.

HHI rolls out automated formation 
of vessel head and tail panels
HYUNDAI Heavy Industries has 
rolled out an automated machine 
that is designed to form the head 
and tail panels of a vessel 
without human involvement.

The shipbuilder has applied 
Internet of Things technology to 
the new machine, which is 
designed to work on and finish 
the formation of head and tail 
panels three times faster than 
when it is done manually, 
according to the company.

The shipbuilder signed a 
memorandum of understanding 
last year with South Korea’s 
largest telephone company, KT, 
to jointly study possible ways of 
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applying IoT technologies to its 
shipyards.

Hapag-Lloyd sees UASC vessel and 
containers detained in Lebanon
GERMAN containers carrier 
Hapag-Lloyd has been ordered to 
pay United Arab Shipping Co’s 
former shipping agent in 
Lebanon $12.6m in damages.

The ruling was made by a 
Lebanese court, which has also 
detained a vessel and containers 

at the port of Beirut as collateral.

The order stems from Hapag-
Lloyd’s alleged termination of a 
contract with agent Akak Marine, 
following the completion of its 
merger with UASC last year. 
Hapag-Lloyd declined to 
comment when contacted by 
Lloyd’s List.

Economou beefs up LNG presence 
with Korean orders
TMS CARDIFF Gas has lifted its 

liquefied natural gas carrier 
newbuilding order book across 
two South Korean shipyards.

The company, which currently 
operates five LNG carriers on the 
water, has placed contracts for 
two vessels at Hyundai Heavy 
Industries, as well as another 
ordered from Samsung Heavy 
Industries.

All the vessels are due for 
delivery in 2020.

For classified notices please view the next page.
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