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Daily Briefing
Leading maritime commerce since 1734

Friday May 4, 2018

The Interview: Bronson Hsieh

WILL YANG MING go into 20,000-teu class ships?

That is how Lloyd’s List begins the interview — a bit bluntly — with 
Bronson Hsieh at his tidy office in Taipei, after a few minutes of small 
talk.

The liner shipping veteran took the helm of Yang Ming in June 2016, 
having served the carrier’s larger compatriot competitor Evergreen for 
over 40 years. He impresses you easily with his sharp wit and strong 
confidence.

The answer to the question is positive, simply because to remain 
competitive on Asia-Europe trade, a decent fleet of ultra large 
containerships seems indispensable for Yang Ming as well as its 
partners in The Alliance.

However, the business environment around that tactic is much more 
complex.

Acquiring larger ships requires a bigger budget and wider networks 
— things now relatively lacking in mid-size Yang Ming — let alone the 
blessing of favourable market conditions that have become increasingly 
unpredictable nowadays, albeit an encouraging 2017. 

In addition, there are other routes with bigger growth potential, in 
which the Taiwanese carrier seeks to grab a bigger share of the pie and 
facilitate its main trades.

Last year, Yang Ming returned to the black helped by its efforts in 
reducing costs and a turnaround in the freight market. But apparently, 
the company has to do more to survive and succeed.

It is often said that the true leadership capacity of a person is tested 
during times of crisis. For Mr Hsieh, his test had a good start yet is not 
completed.
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We are more ‘duding’ now
After going through the latest market trough and 
waves of consolidation among container shipping 
carriers, Mr Hsieh says the survivors have now 
become more ‘duding’, a Chinese word that describes 
a mental state of being calm and assured.

Some industry observers may swiftly retort: how 
‘duding’ can carriers actually be amid a market still 
facing severe threats from oversupply of ships and 
geopolitical uncertainties?

But the calmness has certainly been restored, to a 
large degree, at Yang Ming.

In the wake of Hanjin’s demise, Yang Ming — similar 
in fleet size and debt level — was widely suspected to 
be the next to follow. That had caused a big headache 
for the carrier last year when it was in talks with 
transpacific clients for long-term contracts, before 
the government in Taipei stepped up its support, 
Mr Hsieh admitted.

“This year, the situation has been much improved,” 
he says. “Clients no longer have that concern when 
we are signing the contracts.”

Even for other shipping lines, conditions have 
stabilised with the decrease in players and the 
formation of two new alliances.

As a result, “carriers can now calm their minds 
and ponder on the next positions they need to take”, 
according to Mr Hsieh . 

One of the issues for Yang Ming is whether or not 
to spend on ultra large boxships, which are 
becoming the main workhorse on the Asia-Europe 
trades.

One of the issues for Yang Ming is whether or not 
to spend on ultra large boxships, which are 
becoming the main workhorse on the Asia-Europe 
trades.

Mr Hsieh says that the acquisition of 20,000 
teu-class ships is now under consideration in the 
company and the “feasibility is quite high”.

One driver behind the ULC thinking is the so-called 
“base ship strategy”, meaning each member in The 
Alliance needs to share the capacities deployed in a 
loop on an equal footing.

“If your partners have the 20,000 teu [vessels] while 
yours are 14,000 teu, the arrangement won’t be 
sustainable,” Mr Hsieh says.

The other two members of The Alliance — Hapag-
Lloyd and Ocean Network Express, the joint venture 
between MOL, K Line and NYK — each run six 
ULCs exceeding 18,000 teu, while Yang Ming has 
none. The largest vessels in the Taiwanese carrier’s 
fleet now are 20 units of 14,000 teu chartered from 
Seaspan and Shoei Kisen.

But even Hapag-Lloyd and ONE pale in comparison 
to their competitors in 2M and Ocean in the race for 
ULCs. By 2020, 2M will have 62 units of 18,000 
teu-23,000 teu, while Ocean will have 51 units. 
Hyundai Merchant Marine, currently not in any of 
the three major groupings, has recently announced a 
plan to order a dozen of vessels above 20,000 teu.

The 14,000 teu ship, of course, enjoys great 
flexibility, capable in almost all major trades, Mr 
Hsieh contends, but it’s still slightly falling short of 
size when sailing between the Far East and Europe.

While alliance members usually hold meetings every 
April to discuss the key agenda for the following 
calendar year, it is hard to imagine that competitive 
issues about ULCs will not be given some serious 
thought.

“All three members in The Alliance will need to 
think about the size issue, whether we should order 
bigger vessels,” Mr Hsieh says.

It remains too early, however, to put a date and 
number of vessels on the ordering, he adds. “There’ll 
be discussions and the progress should be steady. 
We want no rush.”

Indeed, Yang Ming should avoid any hasty move. To 
become an owner or charterer of ULCs, carriers 
need the support of strong financial capability and 
sophisticated sales networks, both of which Yang 
Ming can hardly boast about.

It’s time to catch up now
The bright side is that the company has been taking 
action to improve the two areas, and it has the 
government to stiffen its spine.

To acquire 20,000 teu ships, we probably need 
another capital injection in the future,” says Mr 
Hsieh.

His Taipei-listed company has already raised 
$T10.3bn ($343.5m) last year from two private 
placements and one public offering. The Taiwanese 
government, the key subscriber, has seen its stake in 
Yang Ming rise to 45% from 33% through the 
issuances.
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An announcement followed in late March to collect 
another $T8.1bn at most by issuing convertible 
bonds guaranteed by a bank consortium led by 
state-owned Bank of Taiwan.

The five-year bonds, which will partially be 
converted into the company’s equity, are expected to 
further reduce its net gearing. The ratio had already 
gone down to 240.1% at end-2017 from nearly 400% 
as of September 2017, according to Drewry.

Under Mr Hsieh ’s leadership, cost saving is another 
mean to shore up the cash position.

He says the carrier last year cut about 10 loss-
making routes, which generated a monthly saving of 
$2m-$3m.

“I asked them to use a computer to calculate the 
margin of each route and cease those at the bottom,” 
he explains.

“This year, the demand/supply picture looks a bit 
tougher [against 2017], so our approach to cost 
reduction will be more stringent.”

At the same time, Yang Ming is also trying to build 
more sophisticated overseas networks, extending its 
reach to more cargo sources in different regions. 
That is why it established the Central and South 
America regional centre in Panama City and the new 
region centre of the Mediterranean in Piraeus, for 
example.

“Before we only had one American centre in New 
York, but it was too far away to cover the Caribbean 
and South American regions where Spanish is the 
most widely-used language,” Mr Hsieh says. “I want 
our agents to be more on the ground, closer to our 
clients so that they can understand the local 
demands and talk about real business.”

By strengthening the regional markets, Yang Ming 
can also set up a better interaction between its 
long-haul and feeder services, Mr Hsieh adds.

“These arrangements are nothing new actually, 
they’ve already been done by other carriers. But it’s 
time for Yang Ming to catch up now.”

“In February, the shipping line unveiled its plan to 
charter in 10 new 11,000 teu containerships and 
order another 10 units of 2,800 teu, while Lloyd’s 
List recently exclusively revealed that tonnage 

providers Shoei Kisen and Costamare were first in 
the line to be contracted for the larger ones.”

“During the interview, Mr Hsieh says the 11,000 teu 
vessels are “extremely flexible” and can be deployed 
on both Asia-US west coast and Asia-US east coast 
trades, and can even serve trades for the Middle 
East”

The 2,800 teu vessels, on the other hand, will 
primarily be used to haul cargo in the intra-Asia 
area, where Mr Hsieh foresees the greatest potential 
of cargo growth.

Yang Ming’s intra-Asia volume increased 12% year 
on year to more than 1.1m teu in 2017. He has raised 
the target to 15% in 2018.

Mergers and acquisitions not necessary
Of course, acquiring ships is just one way to build 
scale. Acquiring your competitors is a quicker path 
that has been embarked on by some of the leading 
players, such as Maersk Line and Cosco Shipping.

But Mr Hsieh appears not particularly intrigued by 
the strategy.

“If there is a good target we certainly won’t let it off. 
But if one can operate well on its own, M&A is not a 
necessity. Look at Wan Hai, they are independent 
yet their ebita [earnings before interest, taxes and 
amortisation] have always been among the top of the 
list.”

Mr Hseih does not touch upon the widely-speculated 
marriage between Yang Ming and Evergreen, but 
talk that has circulated in the local shipping 
community seems to suggest a deal is not entirely 
impossible if one side has sufficient funds to acquire 
the other.

While there are still plenty of clouds on the horizon, 
the government in Taipei, Yang Ming’s largest 
stakeholder, is expected to play a decisive role in a 
merger under any form.

There is also speculation that HMM might become a 
new partner in The Alliance, as prospects that the 
South Korean carrier will join 2M become bleak.

Mr Hsieh says he is unaware of the rumour. 
However, “should HMM make the request, we’ll 
think about it”.
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Import ban on scrap ships deals a heavy 
blow to Chinese shipbreakers
CHINA has moved to ban imports of scrap vessels 
from the end of 2018, dealing a major blow to the 
country’s shipbreakers.

As part of Beijing’s efforts to reduce waste imports 
and fight pollution, the Ministry of Ecology and 
Environment announced on its website that the ban 
of scrap ships imports will take effect from 
December 31.

The Chinese central government has already allowed 
fewer scrapyards to recycle foreign vessels this year, 
having said it would start to restrict imports of scrap 
ships in 2017.

“The national policy has dealt one blow after 
another… many shipbreakers are preparing to go 
into another line of business from 2018,” mysteel.
com said.

China, traditionally the largest shipbreaking nation 
outside of the Indian subcontinent, has been losing 
market share in the past few years.

The country demolished 200,000 dwt as of end-
April this year, down 91% from the year-ago level, 
according to Clarksons.

The development came as the world’s total ship 
scrapping volume increased by 11% to 12.7m dwt in 
the same period, as some owners were sending aged 
vessels to junkyards before tighter International 
Maritime Organization environmental regulations 
enter into forces in 2019-2020.

In comparison, China recycled vessels totalling 6.8m 
dwt in 2015, accounting for 17.4% of the world’s 
total.

With higher labour costs, Chinese shipbreakers have 
in general not been able to offer competitive pricings 
when compared with their South Asian peers.

Furthermore, Beijing’s scrap-and-build scheme, 
launched earlier this decade, has created market 
distortion that the Chinese ship-recycling industry 
may have yet to recover from.

From end-2013 to end-2017, Beijing offered a 
subsidy of Yuan1,500 per gross tonne to Chinese 
owners who scrapped China-flagged vessels 
domestically before building the same amount of 
tonnage at Chinese yards.

Subsequently, Chinese owners tolerated even weaker 
pricing of Chinese breakers as they could receive 
subsidies that were larger than proceeds from scrap 
sales.

Chinese recycle rates for dirty and clean tankers 
were $52.5 per ldt lower than sub-continental rates 
at end-September 2013, while bulker demolition 
rates were $41.25 per ldt cheaper.

As of April 30 2018, the gap widened to $209.5 per 
ldt for dirty tankers, $214 per ldt for clean tankers, 
and $218 for bulkers.

Before the scheme ended last year, Chinese buyers in 
theory could even import vessels to scrap 
domestically to receive the subsidies, as long as their 
transactions can meet Beijing’s criteria.

Data compiled by mysteel.com showed scrap sales of 
imported vessels reached more than 800,000 ldt in 
2017, while those of domestic vessels were around 
400,000 ldt-500,000 ldt.

WHAT TO WATCH

Nippon Foundation seeks shipping industry 
partners for ocean mapping exercise
AN ambitious mission to map the world’s oceans is 
seeking commercial vessel operators to take part in 
a global data collection project.

Launched in February, The Nippon Foundation-
GEBCO Seabed 2030 Project is seeking to map the 
entirety of the world’s ocean floor by 2030.

Maritime surveyors Fugro and Ocean Infinity are 
already collaborating with the not-for-profit scheme, 
providing a subset of data from oceanographic sonar 
research undertaken for clients. One more surveyor 
is expected to join the project shortly.

Other data suppliers include the Australian 
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government, which has supplied 710,000 sq km of 
data, more than three times the entire land mass of 
the UK.

Seabed 2030 director Satinder Bindra wants to 
ramp up that collaboration to include the wider 
commercial shipowning community.

“The entire shipping industry makes its living on the 
oceans and Seabed 2030 is a fantastic way to 
contribute. Sea lanes become safer, we have more 
maritime data, more data of the seafloor.”

Commercial vessels with sonar beams attached to 
their hulls are being asked to share the data 
collected when they come into port or are turned on 
in shallower waters.

Companies that take part will be recognised on the 
Seabed 2030 website, including a roll of honour.

Mr Bindra expects to announce a cruise line 
partnership in the coming weeks.

He is looking to build more partnerships with the 
international shipping community, including the 
industry regulator the International Maritime 
Organization.

Currently only 15%-16% of the global seabed is 
mapped, according to Mr Bindra.

Mr Bindra believes Seabed 2030 can map an 
additional 2% of the seabed in the first two years. He 
predicts a sharp increase in mapping ability of 
4%-5% from year three onwards.

Mapping efforts will initially focus on parts of the 
ocean that lie outside of maritime boundaries and 
economic zones and are deeper than 200m.

The team will avoid data duplication by recording 
vessel transit data.

Data is stored and mapped via four operating 
centres around the world — in Germany, New 
Zealand, the United States and Sweden. The UK 
National Oceanography Centre, Southampton, plays 
host to the global centre, which is responsible for 
centralised data management.

The Nippon foundation is a private, non-profit 
foundation established in 1962 improve social 
innovation, assist humanitarian activities and global 
ocean management.

Viewpoint: Distant horizons
HOPE, as they say, springs eternal. The UK 
government is looking for “evidence” about what the 
nation’s maritime prospects might look like in 2050, 
writes Michael Grey.

In that neither a computer model, nor an educated 
guess, constitutes the sort of hard and fast facts 
upon which policies might be based 30-odd years 
from now, it is a big ask.

Is it a worthwhile exercise? Over the years, there 
have been so many studies, inquiries, research 
papers, work by earnest committees, hundreds of 
man hours spent on providing evidence to 
politicians and ministries, and to so little effect, that 
it is tempting to ignore this transport minister’s 
earnest request for a bit of futurology.

On my bookshelves, almost at eye level, I can see the 
substantial volume of Viscount Rochdale’s 1969 
Report into the Shipping Industry. A fat lot of good 
that did as the UK industry went into meltdown. I 

have a few more from later dates, but I think I 
relegated them to the attic.

If the minister was really serious, he might do worse 
than look back a bit, before trying to summon up 
crystal balls for the future. If we are hoping to be 
anything other than a maritime bit-part player 30 
years from now, it is worth looking at why UK 
maritime and mainly its sizeable shipping industry 
vanished away.

If you ask this question to elderly people like myself, 
you will get half a dozen answers, ranging from 
trade union problems to the uselessness of British 
shipping management, governments washing their 
hands of “old” industry and the short-termists 
taking charge and being unduly influenced by the 
City.

But there is no doubt that the returns on running 
British shipping companies in the 1970s, 1980s and 
1990s, by which time it had all disappeared, were 

OPINION
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insufficient to keep business running.

There were just better ways of earning a living. 
Overtonnage in virtually every sector made the 
short- to medium-term prospects lack any hope of 
recovery. When this was added to the capital 
demands of new technology, with containers and 
giant ships, it was perhaps unsurprising the industry 
withered away.

The builders
Elsewhere, the shipbuilding industry was a similar 
story, although it was perhaps a merciful escape that 
it did not, like industries elsewhere, invest in huge 
new building docks and covered facilities, when 
demand for the products went out of the window 
shortly after this huge phase of capital spending.

The really big question is to ask why, even though 
the world fleet has increased and is busier and more 
productive than ever, there are no significant British 
survivors today?

The same awful circumstances affected the markets 
in which Mr Moller and Captain Chang were 
somehow managing to survive and prosper between 
then and now. Is there something about today’s 
significant players that might explain their ability to 
withstand the vicissitudes of a cyclical market?

You might suggest that one common factor is that 
the “super-survivors” are not, by and large, publicly 
run companies, but have a strong personal 
leadership and are not unduly swayed by 
shareholders objecting to investments and praising 
the chairman when something is sold.

It is probably true that those companies that have 
managed to grow over the past 40 years have been 
those where there is this emphasis on strong 
leadership, coupled with technical expertise, rather 
than fancy financial finagling. Look at the real 
leaders and you will note their sense of timing, 
which is important, and their ability to take a 
long-term view.

If we look at the lessons of the past and the examples 
of excellence in the present, is there anything that a 
British government ought to be doing to encourage a 
real renaissance in UK maritime? There will be 
some who will suggest that the best they could do is 
just to stay off the industry’s back!

What do we want in a maritime industry in 2050?

Is there a more benign climate that can be provided 
by the state, which will encourage maritime 
excellence, bearing in mind that there are plenty of 
eager national competitors, vying for the same sort 
of future? Can we make it worthwhile not just to 
encourage the Red Ensign as an FOC, but a base 
under which the British themselves might want to 
own and operate ships?

If the answer is in the affirmative, the most 
important element in this maritime development 
must be in the provision of maritime related skills.

We have got to build a workforce with the very 
best grasp of marine related technology, with a 
baseload of sea experience and, most important, 
an interest in the maritime world. That itself is a 
huge challenge, if we consider how an “awareness” 
of the sea has been excised from our national 
consciousness.

I shall be long gone miles before 2050, but my only 
real advice to the minister is to focus on the people. 
Get on and blooming well do something and forget 
about the endless reports that waste everybody’s 
time as every new politician tries to get a handle on 
an unfamiliar industry.

Look at the value of the leadership, particularly 
in family-based companies and reject the corporate 
model with its accountant-led and mostly hopeless 
management as unsuitable for this industrial sector.

And do not forget about those lessons of history; the 
chances are that they will be repeated before the 
second half of the century.

Wall St Note | Death and rebirth at NAT
BENJAMIN Franklin famously said that the only 
things certain in life were death and taxes. 
Shipowners are adept at escaping taxes but when it 
comes to death, in the form of sending their ships to 
the scrapyard, they are mortals, writes Lambros 
Papaeconomou.

It was about time for Herbjorn Hansson, the 
outspoken chief executive of Nordic American 

Tankers, to admit the obvious: NAT’s vessels, like all 
vessels, eventually get old and will need to be 
replaced or “recycled”.

The announcement that NAT will be selling two 
vessels over the next couple of weeks should not 
come as a surprise. The suezmax specialist has 
plenty of old ships in its fleet to choose from.
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Four of its vessels were built in 1997, four were built 
in 1998, and two in 1999. One third of its current 
operating fleet will undergo their fourth special 
survey before the implementation of the new IMO 
rules in 2020.

Given the current market and the pending emissions 
regulations that will put older vessels at a distinct 
disadvantage, the only rational decision is to dispose 
of them all.

Which means we should get used to more disposals 
in the coming months. And this is not a bad thing.

NAT will have to shrink its fleet, the first time it will 
be doing so in its history, which dates back to 1997. 

But a newer, smaller and more nimble company 
stands a better chance of returning to profitability.

Mr Hansson rightfully reminded us that NAT would 
be taking delivery of three newbuilding suezmaxes 
later this year. That’s how it’s supposed to be. New 
vessels replace older ones.

If Mr Hansson wishes for a better market when the 
vessels are delivered, he and all the other suezmax 
owners should take matters in their own hands and 
send their older ships where they belong.

The sooner they do it, the earlier the market will 
recover, not just for the three newbuilding vessels 
but for the entire suezmax fleet.

IN OTHER NEWS
Zodiac extends neo-panamax order to 
nine vessels
ZODIAC Maritime addition of four 
more 14,300teu neo-panamax 
containerships to its newbuild 
orderbook at Hyundai Heavy 
Industries continues its 
containership fleet renewal 
programme.

Hyundai Heavy revealed the order 
as it announced a net loss of 
KRW132.1bn won ($123m) in the 
first quarter due to foreign 
exchange losses and dwindling 
orders.

A filing from HHI on priced the 
order at KRW436.8bn. The four 
vessels, due for delivery in July 
2020, are options related to an 
existing order to five vessels of 
the same design placed earlier 
this year.

Wet damage claims draining bulk 
carrier owners
WET damage claims, prevalent 
among bulker carriers over the 
past decade, are claiming the 
single largest share of total 
claims for these vessels, 
according to new research.

A Swedish Club report, in 
collaboration with DNV GL and 
MacGregor, found that almost 

34% of all insured bulk carriers 
suffered a cargo claim in 2017, 
with the average cargo claim 
almost $70,000.

Based on 600 cargo claims on 
bulk carriers between 2008 and 
2017 that the report considered, 
the average cost for a bulk carrier 
cargo claim was almost $125,000 
and the average cost for a wet 
damage claim on a bulk carrier 
was $110,000.

Glencore expects drop in Colombian 
coal output
GLENCORE is expecting lower 
production from its Prodeco coal 
operations in Colombia through 
2018 after weather-related 
disruptions in the first quarter.

Prodeco produced 3m tonnes in 
the first three months of the year, 
down 29% from a year earlier, the 
Switzerland-based commodities 
trader and miner said in a 
statement.

The decline was attributed to 
“the impact on truck 
productivities during unusually 
heavy rainfall”.

Quarterly output for the rest of 
the year is expected at similar 
levels, Glencore said, due to “the 

requirement for additional 
overburden removal in order to 
access planned levels of coal in 
future periods”.

GCI acquisition boosts Seaspan’s 
first-quarter results
NEW YORK-LISTED Seaspan 
posted better results for the first 
quarter, with early benefits from 
its acquisition of Greater China 
Intermodal Investments, its 
former joint venture with private 
equity company Carlyle Group.

According to a quarterly report 
from the containership lessor, its 
revenue increased by 11.7% on 
year to $224.8m in January-
March, primarily due to the 
addition of 16 operating vessels 
from the buyout of GCI, which 
was completed on March 13, 
among other reasons.

“The acquisition of GCI improved 
our fleet composition as we 
increased our exposure to larger, 
more modern containerships that 
are in demand by our customers,” 
chief executive Bing Chen said.

OOCL first quarter revenue up 16% to 
$1.38bn
HONG KONG-based Orient 
Overseas Container Line posted a 
16.3% year-on-year rise in first 
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quarter revenue to $1.38bn, from 
$1.19bn in the same period last 
year, amid improved sentiment in 
the container shipping sector.

The container shipping and 
logistics service company’s 
higher revenue was achieved on 
the back of 7.5% growth in 
volumes to 1.58m teu, from 
1.47m teu, with transpacific and 
Asia-Europe routes showing a 
healthy increase in liftings and 
revenue.

Loadable capacity was up 16% 
while overall load factor was 6.4% 
lower than the same period in 
2017. The company’s average 
revenue per teu increased by 
8.3% compared to the year-ago 
period.

Subsea 7 backs off from bid for 
McDermott
SUBSEA 7’s $2bn hostile bid to 
acquire New York-listed rival 
McDermott has fallen through 
after the takeover target’s 
shareholders voted for a merger 
with Chicago Bridge & Iron 
instead.

Taking note of the shareholders’ 
vote, Oslo-listed drilling 
contractor Subsea 7 said its 
proposal to acquire McDermott 
was no longer valid.

Notwithstanding the 
unsuccessful bid, the company 
said it would continue to invest in 
alternative routes to grow and 
strengthen its business 
worldwide, with a focus on 

differentiation through its 
market-leading capabilities and 
enabling technology.

CMA CGM confirms 25% stake in 
CEVA Logistics
FRENCH containers carrier CMA 
CGM confirmed that it will be 
acquiring a 24.99% stake in CEVA 
Logistics.

The purchase, for SFr379m 
($379.5m), paves the way for the 
Dutch-based company to begin 
trading as a publicly listed 
company.

CMA’s investment was initially 
announced upon the launch of an 
initial public offering by CEVA 
with the SIX Swiss Exchange last 
month.

For classified notices please view the next page.
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