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Wartsila acquisition of
Transas brings the vision
of connected shipping
even closer

THE ACQUISITION OF Transas, announced today, enables Wirtsila to
move more robustly towards its vision of connecting power generation
with smart navigation and efficient port arrivals, writes Richard Clayton.

“Growth will come when we connect the dots,” Roger Holm, president of
the Finnish technology business, told a press briefing.

The views of Mr Holm and Transas chief executive Frank Coles have been
converging in recent months.

Both seek to build partnerships in what is a fragmented maritime
business and both seek greater efficiency and reliability, and from these
should flow improved profitability.

The acquisition is expected to close within two or three months, and the
subsequent integration will begin to connect those dots.

Shipping technology is undergoing a transformation.

Activity in recent years has created dozens of stand-alone enterprises
which, while interesting in their own right, fail to gain much traction
until they link up with similar businesses or businesses that take the
vision one step further.

Wirtsild’s acquisition of Eniram, a Finnish software engineering
company, moved the parent company firmly into the digital space;
bringing Transas inside the fold gives Wartsila the chance to take the
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intelligent, connected vessel operating in an
intelligent, connected infrastructure to the next level.

The move comes soon after Rolls-Royce Marine’s own
vision of autonomous ships is looking for a supporter.

As a vision, it is stimulating; yet it lacks the necessary
infrastructure to achieve its goals.

The acquisition of Transas should prompt competitors
such as ABB, and class societies such as DNV GL and
LR, to reassess the options.

Wartsila acquires Transas to boost
marine ecosystem vision

FINLAND-based engine manufacturer Wartsila has
agreed to acquire the UK marine navigation
company Transas for €210m ($258m), further
tightening its grip on the provision of services and
products across a vessel’s operations and throughout
its life cycle.

Wiartsild said in a statement that the deal would help
it move forward with its digital marine vision, which
includes remotely controlled vessels.

The deal is expected to close during the second
quarter of 2018 and will see Transas and its 1,000
employees integrated into Wartsild’s Marine
Solutions business, one of the company’s three core
segments along with services and energy solutions.

Transas, headed by chief executive Frank Coles, has
about €140m in net sales with products and services
such as navigational equipment, ship traffic control
and fleet monitoring.

“We share a common vision; one of a safer, more
efficient, and more environmentally friendly
maritime industry,” Mr Coles said.

“The Transas team has significant competences in
technology, along with a globally recognised
leadership position in navigation, simulation and
traffic control systems. Adding these to the extensive,
world-leading Wartsila portfolio of services and
products provides an unparalleled opportunity for a
new ecosystem for maritime operations.”

For Wirtsila the deal is part of its stated so-called
smart marine ecosystem vision. Introduced in
November 2017, that provided the blueprint for the
company’s future with a focus on digitalisation and
boosting connectivity of assets to improve
operational efficiency.

“This acquisition takes Wartsila a significant step
closer to achieving its mission of enabling
sustainable societies with smart technologies,” the
company said.

“It will also speed delivery on the company’s promise
to disrupt the industry by establishing an ecosystem
that is digitally connected across the entire supply
chain, through applications that are secure, smart
and cloud-based.”

Wartsila wants to carry connectivity torch

HELSINKI-listed Wartsila is placing bets on the
benefits that access to, and the use of, new data will
bring to its customers through the acquisition of
Transas.

The company wants to establish itself as the leader
of growing connectivity trends in the maritime
industry, Wartsila Marine Solutions president Roger
Holm told Lloyd’s List.

As the value ecosystems become clearer, similar
unions are expected to follow, Mr Holm said.

The €210m ($258m) acquisition of Transas comes at
a challenging time for Wartsild’s Marine Solutions.
Order intake grew by 15% in 2017, to €1.5bn,
compared with 2016, but net sales fell 22% to
$1.3bn.

Asked whether the company’s fortunes will become
increasingly dependent on its role as a connector of
stakeholders, rather than as a provider of isolated
products such as engines, Mr Holm was positive.

“This is where we really want to be a frontrunner; to
connect the bits and pieces and make sure that we
show the total ecosystem is much better than the
standalone bits and pieces,” he said.

All of Transas’ 1,000 staff will join the Marine
Solutions division.

No overlap

Mr Holm said he does not see any overlap between
Transas and Wartsild’s existing businesses. He
regards the two companies as complementing each
other.
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Despite its €140m annual net sales, Transas’
financial contribution may not become immediately
apparent.

While it has traditionally produced 10% earnings
before interest, taxation, depreciation and
amortisation margin, it has lately been investing in
developing its ecosystem and fleet operation system,
something Wartsila will continue doing, Mr Holm
said.

At a press conference in Helsinki on Wednesday,
Transas chief executive Frank Coles said the deal
will assist the maritime industry in catching up with
the logistics side, which is moving at a quicker and
more efficient speed.

Transas holds 25% of the electronic chart display
and information systems market, with products on
13,000 ships. It has fleet monitoring systems in 300
ports worldwide for vessel management system. It
also has 5,500 maritime simulators in 1,000
training facilities across the world.

Having already established a global presence,
Transas holds vast swathes of customer data. Some
of the owners of this data may not necessarily want
new parties, including Wartsila, to be privy to it.

“We see more customers that want to be a part of
this kind of development, that want to get access to
data, but also — as part of that — want to share data
to get the business benefits out of it. It is a step-by-
step process,” Mr Holm said.

A lot of discussion has been had about who is really
driving increased connectivity in the sector and
whether this is something owners and operators are
actively seeking or whether technology companies
are pushing the envelope.

Mr Coles cited three main drivers behind this trend;
environmental demands, the need for a new
maritime generation to come in and higher efficiency
demands by the actual cargo owners will demand

much more streamlining.

Wartsila bought L-3 Marine Systems International
in 2015 and Eniram in 2016. Transas brings traffic
control and simulation to Wartsilad’s portfolio, as
well as ECDIS provision to the merchant fleet,
because L-3 is focused primarily on the cruise
sector.

With control over data across the vessel’s lifecycle
and operations, from the engine right down to port
calls, one might be forgiven for thinking that
expansion is not in Wartsild’s trajectory.

Mr Holm, however, said the company is constantly
looking for acquisition opportunities and anything
that can help drive its smart marine ecosystem
vision.

Industry ties

At the same time, Wartsila will also partner other
companies over the next few years, because
ownership of every aspect of data is not necessary to
generate value for customers, Mr Holm said.

Mr Holm’s openness to further acquisitions pits
Rolls-Royce’s struggling marine business as the first
obvious target.

Asked whether Rolls-Royce was a target, Mr Holm
declined to comment.

He did, though, differentiate Wartsila’s view on
unmanned ships, the development of which has
become a staple for Rolls-Royce’s brand.

In Mr Holm’s view, the starting point should not be
manned or unmanned vessels. Rather, any such
advancements would be the potential consequence
of optimising an industry ecosystem.

Mr Coles echoed the sentiment, arguing there could
not be unmanned vessels without an infrastructure
that does not exist to begin with.

OPINION

Wall St Note | ETF fund to offer new
way of investing in shipping

A NEW exchange-traded fund is offering everyday
traders the opportunity to bet on short-term dry
freight futures, an opaque market that has long been

the exclusive domain of large sophisticated players
such as trading houses and hedge funds.
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The fund, called the Breakwave Dry Bulk Shipping
ETF, has been planned since last year and recently
received the final approval from the Securities and
Exchange Commission.

Targeting to start trading on March 22, it will not
try to beat the dry cargo futures market but merely
offer passive exposure to it. Depending on its
underlying volatility, the fund could deliver
spectacular returns, positive or negative, but like
any casino the only certain winner is the house.

In theory, freight futures make sense for hedging
purposes, especially in the shipping industry where
most vessels have exposure to the spot market. In
practice, the market seems to be stuck in a semi-
permanent nascent stage, except when spot rates
spike out of control.

The market certainly lacks market makers.
The last market maker to try its luck in freight
futures was Enron, and we all remember how that

experiment ended.

The key character behind the fund is John

Kartsonas, who will act as the fund’s trading adviser.

He was a portfolio manager at Carlyle Commodity
Management from 2012 until 2017. During his
tenure at Carlyle, he managed one of the largest
freight futures funds globally.

The new fund is a rolling basket of short-term
futures that targets 50% exposure to capesize
contracts, 40% exposure to panamax contracts, and
10% exposure to supramax contracts.

The average “duration” will be between 60-70 days.
Which means that if you happen to be at the right
place at the right time you will make money hand
over fist.

At all other times, the fund’s management and
licensing fees, brokerage commissions and other
expenses will be eating away your capital.

The fund will waive its 1.45% advisory and licensing
fee for one year and will cap its total expenses to
“only” 3.5%. Which means after the first year,
prepare to pay 5% or more in total annual fees.

As we said earlier, the fund will not gamble your
money away. It will merely offer passive access to the
dry cargo futures market, which at times can be
highly volatile.

Those who buy its shares will play a high-stakes
game. If they make the right prediction, based on
luck or intuition, they will get filthy rich.

But they should always remember the old proverb
that “it is difficult to make predictions, especially
about the future”.

ANALYSIS

APMT broadens customer scope with
new investment strategy

APM Terminals has revealed plans to roll out a host
of port services across its global portfolio in a bid to
capture landside customers under a new investment
strategy.

New greenfield port projects will take a back seat on
the capital expenditure front, as the focus switches
to providing shippers with value-added services and
facilities both in the port and beyond the gate,
according to chief commercial officer Henrik
Lundgaard Pedersen.

The move also sheds light on the role APM
Terminals will play within the Maersk group’s wider
strategy of becoming an end-to-end container
logistics integrator.

Mr Lundgaard Pederson said the shrinking number

of shipping lines created by unprecedented merger
and acquisition activity in the sector has made new
quayside business increasingly hard to come by.

By contrast, there are thousands of potential
landside customers, whether importers, exporters,
truckers or beneficial cargo owners, that can help
drive extra revenue streams, he said.

“When we think about customers now, the landscape
is much broader and diverse,” said Mr Lundgaard
Pedersen at a press briefing during the Journal of
Commerce’s TPM Conference in Long Beach,
California.

The vision is to offer shippers services such as
container stuffing and destuffing, container
weighing, storage, fast cargo release and
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warehousing alongside other amenities that can be
monetised.

To steer the initiative, APM Terminals has also
drafted a dedicated support team for the inland
product, which will be led by its new global head of
landside customers and inland services Dries van
Dongen.

Before the new investment strategy takes
precedence however, the task will be to get its
existing greenfield projects, including those in Costa
Rica, Ghana and Morocco, up to speed.

“We want to finalise these because nobody wants a
half-built terminal that doesn’t build revenue, but
then our focus from a capital expenditure point of
view will be to optimise the way our terminals
interact with the hinterland,” added Mr Lundgaard
Pedersen. “This is a lot less expensive than building
greenfield terminals.”

The challenge that underpins the new investment
strategy will be to eradicate the inefficiencies that
hinder the movement of containers in and out of the
terminal, enabling shippers to better manage supply
chain flows.

For shippers, the common bugbear is that there are
too many people involved and too much
documentation to consider when cargo arrives at the
terminal, spilling over into negative productivity,
reliability and predictability, according to Mr
Lundgaard Pedersen.

“This puts a negative spin on working capital,” he
added. “We need to optimise between the gate and
the quay, because if this doesn’t work then the
neither do the seaborne and landside legs. When you
hear about Maersk being the global integrator of
container logistics, it is from end-to-end, and the
bottlenecks are far too often in the terminal. We
need to make sure the cargo moves.”

APM Terminals is already offering a number of port
services to landside customers, but the plan is to
replicate these and other unique solutions to supply
chain challenges at all of its terminals.

In Buenaventura, Colombia, APM Terminals is
aiding a big coffee exporter by putting the harvest
into bags before stuffing it into containers within the
port complex.

“Now, they do not need to stop 200 km away to put
coffee into containers. They can come straight to the
port and we can handle it from there,” said Mr
Lundgaard Pedersen.

On the flipside, the same terminal also offers
destuffing services to customers handling electrical
imports from China, where goods are unloaded at an
onsite warehouse facility and then packaged to be
transported to locations across Colombia.

Elsewhere, Mr Lundgaard Pedersen said that it is
also helping to grant shippers greater flexibility as to
when they can pick up or deliver cargo.

“They want to control the supply chain. So if they
want containers out fast, they will have to tell us. Or
if they want us to store cargo, likewise,” he said.
“What they do not want is, when they want it
tomorrow, to then be told their cargo will not be
available a week from now. They don’t want to hear
about congestion, they want to reduce the lead
times.”

Although Mr Lundgaard Pedersen was unable to
disclose the cost of the services on offer to landside
customers, he said that APM Terminals would try to
substitute some of the charges incurred by shippers
from other third parties in the supply chain.

“We want to make sure we are competitive because
otherwise they will get somebody else to do it,” he
said.

In terms of a timeline, APMT is looking at between
three to five years before its service solutions start to
take shape on a global scale, explained Mr
Lundgaard Pedersen.

“The capital expenditure and the mind-set game is
completely different, because now we are not
catering for a few shipping lines. We are catering for
thousands of customers that will take our service to
a different level.”

Svitzer hack highlights emerging

cyber threat to industry

MORE maritime companies can expect to find
themselves the victims of cyber attacks of the type
suffered by big industry names such as Maersk and

Clarkson, according to security specialists at a
recent London seminar.
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The warning comes after reports that hackers had
access to the IT system of Maersk affiliate Svitzer
Australia for as long as 10 months until the start of
March this year.

Emails from the operations, finance, and payroll
departments were forwarded to email accounts on
an external server, Maersk has confirmed to Lloyd’s
List.

The issue of the industry’s response to cyber threats
was discussed at a recent industry gathering in
London, with experts openly questioning whether
sufficient weight is being accorded to the matter.

Jordan Wylie, chief executive of JWC International,
argued it is easier for hackers to take out head
offices, and thus entire fleets, rather than individual
fleets.

Maersk was not even an explicit target of the
NotPetya virus, which seems to have been designed
to swamp the websites of Ukrainian organisations.
Even so, it found itself $300m out of pocket.

But there are measures that can be taken to mitigate
risk, particularly staff training.

Jan Hinnerk Haul, a consultant with DNV GL,
pointed out that many systems on ships are
computer-dependent.

This is particularly the case for operating tech
systems, loosely defined as things that do not look

like computers, but nevertheless are computers.
ECDIS, GPS and dynamic positioning systems are
prime examples.

If IT systems fail, the risk is usually loss of money
and reputation.

But if operational technology systems fail, not only
can money and reputation be lost, but also lives,
property and the environment can be put at stake.

“If it can affect Maersk, it can affect anybody,” he
said.

Adrian Durkin, a claims director at North P&I Club,
said that unlike hull and machinery cover and fixed
premium P&I cover, mutual P&I cover does not
exclude cyber risk.

Cyber risk is not so much a new risk as “a way of
existing liabilities occurring”, he maintained.

But war risk is excluded from P&I, and it is
sometimes difficult to be certain what occurrences
result from war, and which from, say, crime.

Mark Sutcliffe of the CSO Alliance highlighted the

lot of the chief security officer, who often combines
responsibility for security with what are, in effect,

two or three other part-time jobs.

The CSO exists to provide a community, and to
share relevant information, he went on.

IN OTHER NEWS

Stolberg considers appeal

against three-year prison term
GERMAN heavylift king Niels
Stolberg is considering an appeal
against a three-and-a-half-year
prison sentence imposed after
being found guilty in connection
with fraud allegations that
brought down Beluga Shipping.

Three co-defendants, also
executives at the company, were
given suspended sentences by a
court in Bremen last week at the
end of a two-year trial.

Leading German lawyer Bernd
GroB3, who headed Mr Stolberg's
defence team, told Lloyd's List
that Mr Stolberg was now looking

at his options. “We will know by
Thursday whether we will
[appeal] or not,” he said.

Court freezes Dandong Port

Group's assets

A LOCAL Chinese court has
seized Yuan4.9bn (§768m) worth
of assets owned by debt-ridden
Dandong Port Group following
defaults on several of its bond
repayments.

Bank of Dandong, a key creditor,
applied for the asset seizure with
the Intermediate People's Court
in Dandong City, because it
thinks DPG has insufficient funds
to meet its debt obligations, DPG
disclosed in an announcement.

Over the past six months, the
port operator, controlled by
Chinese entrepreneur Wang
Wenliang, has defaulted on five
bonds, with a combined principal
exceeding Yuan3.4bn.

Tech firm concludes pilot

blockchain shipment

HONG Kong-based technology
firm 300cubits has concluded its
first pilot cargo shipment using
its Ethereum blockchain.

The company's TEU tokens were
used as a booking deposit on a
blockchain system. They were
refunded last Thursday to users
after a port electronic data
interchange message on the
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shipment of textiles was
received, said the firmin a
statement.

Cargoes comprised two 40 ft
high cube containers headed to
Brazil from Malaysia. An
unnamed Malaysia-based
shipping line, ports operator
Westports and Brazil-based
textile importer LPR were all
involved in the shipment.

“It was a pleasure to be the first
in the world to participate in this
trial, for a technology that will
change the way ocean shipments
are done around the world,” said
LPR chief executive Felipe
Bittencourt.

Sovcomflot maintains operating
profits in 2017 with focus on
industrial projects

SOVCOMFLOT chief financial
officer Nikolay Kolesnikov has
hailed his company's focus on
industrial shipping projects,
whose stable cash flows helped
the Russian state-owned carrier
maintain operating profits last
year.

The fixed-rate, long-term
contracts in those projects, many
of them in the offshore and gas
transport segments, have
cushioned Sovcomflot's
operations against the crude and
product tanker businesses that
are more prone to spot
weakness.

That strategy will continue this
year as Sovcomflot seeks to
participate in more projects via
tendering or other processes, as
market conditions for tankers
remain challenging, Mr
Kolesnikov said.

However, the company flipped
into the red in 2017 as weak
crude and product tanker
earnings took a heavy toll on its
bottom line, even as healthy

Lloyd's List | Daily Brie ing Tuesday 20th
March

earnings from offshore and gas
shipping businesses supported
overall operating performance.

Golar LNG shuffles leadership

roles

TOR Olav Trgim's Golar LNG
empire has seen two senior
group executives swap their
positions amid firming earnings
prospects, according to a
company statement.

Brian Tienzo, who has been chief
financial officer of Golar LNG Ltd
for seven years, will take up the
positions of chief executive and
chief financial officer of Golar
LNG Partners — the master
limited partnership sponsored by
Golar LNG Ltd.

Graham Robjohns is to step
down as chief executive of Golar
Partners and become Golar LNG
Ltd's chief financial officer and
deputy chief officer. The changes
are effective immediately,
according to the statement.

DP World buys Peruvian logistics firm
Cosmos Agencia Maritima

DP WORLD has agreed to
purchase Peru-based Cosmos
Agencia Maritima, a logistics
services provider, for $315.7m as
it seeks a larger foothold in the
Latin American market.

CAM owns Neptunia and Triton
Transport. These companies
enable it to provide a range of
logistics services linked to
foreign trade, product storage
and distribution, and freight
transport, the group said in a
statement.

The deal adds to the 50% stake
the port operator already owns in
Terminales Portuarios
Euroandinos at Peru's Port of
Paita, the second-largest box
terminal in the country.

“The acquisition not only extends

presence Peru, where we already
operate a container terminal in
the port in Callao,"” said DP World
group chairman and chief
executive Sultan Ahmed Bin
Sulayem.

Sri Lanka Ports Authority partners
terminal operators to raise Colombo
cargo efficiency

THE Sri Lanka Ports Authority
has signed a Memorandum of
Understanding to partner three
terminal operators to optimise
operations at the port of
Colombo.

Jaya Container Terminal, South
Asia Gateway Terminal and
Colombo International Container
Terminal will work with the
authority to co-ordinate ship
operations to cut waiting times
for container vessels by
allocating them to whichever
terminal is available, the
authority said in a press release.

All three terminals will also
co-operate in promoting the port
in the global maritime industry in
all areas of business.

Noble Group to default on senior
notes due this week
SINGAPORE-listed Noble Group
will miss another senior notes
payment as it continues to work
with key creditors to restructure
its debt.

It said in an exchange filing that
in addition to the coupon on
March 9 on $50m worth of senior
notes due in 2022, it will also not
be able to make principal and
interest payment on the 3.625%
US dollar fixed rate senior notes
due on March 20.

The Hong Kong-based
commodity trader came to the
decision after factoring in advice
from its legal and financial
advisers as well as an ad hoc
group of its creditors.
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Noble said the move would help
to “preserve the company and its
assets for the benefit of all
stakeholders during the
implementation of the proposed
restructuring”.

IMC Group exercises options for MR
tanker quartet

SINGAPORE'S IMC Pan Asia
Group has added to an earlier
newbuilding order as it exercised
options to build four more 55,000
dwt medium range tankers at a
Chinese shipyard.

The vessels will be built at
Guangzhou Shipyard
International’'s Nansha yard, an
IMC spokesperson told Lloyd's
List, and are due for delivery in
2021.

IMC's tanker division Aurora
Tankers will own the product
tankers to be constructed by the
affiliate yard of state-owned
CSSC Offshore & Marine
Engineering. The spokesperson
declined to give contract prices.

Hong Kong tycoon and ports pioneer
Li Ka-shing to retire

HONG Kong tycoon Li Ka-shing,
who controls a $100bn business
empire including Hutchison Ports

Holdings, has announced he is to
retire in May this year.

His Cheung Kong Group, which
the 89-year-old built from
scratch in the 1950s, has
become a conglomerate with
businesses in infrastructure,
energy, retail and
telecommunications, among
other sectors.

Mr Li told a press conference
last Friday he would hand over
the chairmanship of Hong Kong-
listed CK Hutchison — his main
holding company — and CK
Asset Holdings — his property
arm — to his deputy and eldest
son, Victor Li.

SM Group chairman dismisses
rumours of SM Line sale

SOUTH Korean conglomerate
Samra Midas Group has no
plansto sell SM Line, group
chairman Woo Oh-hyun has
revealed.

During an interview with South
Korean media last week, Mr Oh
dismissed market rumours that
Samta Midas Group was
considering selling SM Line,
possibly to Hyundai Merchant
Marine.

“The group has invested about
Won600bn ($558m) into SM Line
since 2016. Such a rumour just
doesn't make sense,” said Mr Oh.

PSA posts 5% rise in net profit for
2017

SINGAPORE-based port operator
PSA International reported a
5.1% increase in net profit for the
2017 financial year to S$1.2bn
($935.6m).

Revenue for the period grew 7.8%
to SS4bn, while it maintained a
robust balance sheet, with a
gross debt to equity ratio of 0.52
times at the end of 2017, it said.

Staff and related costs rose to S
$900.3m from S$836.8m, while
running, repair and maintenance
costs increased to S$347.6m
from S$300.7m. Other operating
expenses were up at $$428.5m
from SS427.3m.

“Despite the social-political
upheavals, economic
disruptions, rising protectionism
and chaotic operating conditions
brought about by malicious
large-scale cyber attacks on
certain entities in 2017, PSA
managed to continue a growth
trajectory, performing creditably,”
said PSA International chairman
Fock Siew Wah.

For classified notices please view the next page.
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The Next Generation
Lloyd’s List Intelligence Seasearcher

Do you want to identify new business opportunities ahead of your competitors?

With the Next Generation Seasearcher platform, you can use geospatial mapping tools to receive customised
alerts on global fleet port callings including vessel ETA’s. This means you can see which vessels are approaching
your locations and view their contact information to win custom before your competitors.

Seasearcher also shows you detailed ship characteristics, inspections and deficiencies, so you can anticipate the
needs of individual ships and reach out to vessels before they reach port.

The service allows you to view full vessel characteristics including:
» Physical dimensions

» Construction details

» Classification society

» Shipowner

> Vessel contact details

You can also view the deficiencies found during inspections to assess the revenue opportunity of the vessel.
When you need a granular view of all the components that make up a ships operational structure, you can rely
on Seasearcher to give you the most accurate and detailed data possible to win new business.

To find out more, please call +44 (0)207 017 5392,
email info@lloydslistintelligence.com or visit info.lloydslistintelligence.com
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