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Daily Briefing
Leading maritime commerce since 1734

Tuesday May 15, 2018

US ethane and ethylene trades 
require another 100 ships, 
Stifel estimates

NEWBUILDING DEMAND FOR ethane and ethylene carriers will pick 
up as the niche trades are expected to boom on the back of rising US 
shale gas production, Stifel said in a note.

Since the beginning of the year, Enterprise Products Partnership and 
Navigator Holdings have announced their final investment decision to 
build an export terminal with an annual capacity of 1m tonnes of 
ethylene, while Nova Chemicals and Energy Transfer Partners are 
exploring the possibility of developing an 800,000-tonnes-per-annum 
export terminal.

As for ethane, Energy Transfer and Satellite Petrochemical are 
planning a terminal that can potentially export up to 175,000 barrels 
per day, and upstart American Ethane is aiming to build a 10m-tonnes-
per-annum terminal with private equity funds.

Those terminals in the US Gulf, if materialised, are expected to export 
cargoes to Asia in longhaul trades within the next two to three years 
with China as a main market.

“Strangely enough, there is virtually no shipping capacity as there are 
only 34 longhaul ethane and ethylene vessels on the water,” Stifel said.

“For the four announced export projects alone we estimate there may 
need to be as many as 100 incremental vessels ordered for $7bn-$10bn 
of capital.”

Newbuilding prices for ethane and ethylene tankers are generally 
higher, as the two types of vessels need to be specifically designed to 
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have tank temperatures suitable for their respective 
cargoes. They can often carry other types of 
liquefied petroleum gas as well, giving their owners 
more operational commercial flexibility.

“Ethane has go at about minus 80 degrees [Celsius], 
which is more than the minus 40 degrees of LPG,” 
Banchero Costa’s head of research Ralph 
Leszczynski said. “Ethylene is about minus 90 
degrees.”

According to Clarksons, there are only two very 
large ethane carriers and seven 21,000 cu m-22,000 
cu m ethylene carriers on the global orderbook. All 
of them, suitable for longhaul trades, are due for 
delivery in 2019-2020.

With booming shale gas production, US output of 
ethane — the largest component of natural gas 
liquids stream — is expected to double to nearly 2m 
bpd in 2020 from the 2015 level, according to the 

Energy Information Administration.

Ethane exports from the US will increase to 310,000 
bpd in 2019 from 290,000 bpd in 2018 and 180,000 
bpd in 2017, the EIA said. Those numbers include 
exports to Canada by pipeline.

The US has been expanding its ethane cracking 
capacity to produce ethylene, with the EIA 
estimating that the construction of another six new 
crackers that can consume 380,000 bpd of ethane 
will be completed in the 20 months to December 
2019. Three crackers that can consume 210,000 bpd 
have come onstream since 2017.

The capacity additions have resulted in surpluses of 
ethylene, pressuring the US ethylene price to its 
lowest in over 10 years while Asian and European 
prices have neared multi-year highs recently, 
according to Stifel. This is why export infrastructure 
for both ethane and ethylene is developing, it added.

Capesize earnings at highest in almost five 
months
CAPESIZE bulker earnings soared to the highest 
level in almost five months on buoyant fixing 
activity, with healthy iron ore demand in China 
pulling in cargoes from Western Australia and 
Brazil.

The segment outperformed its smaller counterparts 
last week, with the strength in the market reflected 
in the Baltic Capesize Index, which jumped to 2,630 
points on May 11 from the previous week level of 
2,337 points.

The weighted time charter average also improved 
significantly, up by 13% on week to close at $20,684 
per day.

Braemar ACM said in its weekly report that the rise 
in bunker prices from China and Singapore 
promotes a greater reluctance from owners to ballast 
longer distances. What is more, the spread between 
C5 route and C3 route is narrowing, with ship 
owners potentially getting a premium for shorter 
duration compared with the longer duration.

“If this trend maintains, we can anticipate a further 
push on freight rates in the near term,” it added.

On the benchmark route between Western Australia 
and China, C5, rates were up 10.1% at $8.4 per 
tonne.

For the C3 route from Tubarao in Brazil to Qingdao 
in China, the rate climbed to $19 per tonne from 
$18.42 last Friday.

Meanwhile, Chinese steel production has been 
stronger than expected this year, with production in 
March reaching 74m tonnes, Maritime Strategies 
International estimated.

In 2017, monthly Chinese steel production surpassed 
this level on only two occasions, in July and August, 
indicating that 2018 is set to be another year of 
Chinese production growth, the shipping 
consultants said in its dry bulk freight forecaster.

What is more interesting is that domestic iron ore 
production in China continues to declines. In the 
first quarter of this year, iron ore production was 
down 36% year on year.

China’s domestic iron ore is generally very low grade 
and requires significant beneficiation and therefore 
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is heavily polluting. The focus towards higher 
efficiency in addition to reducing pollution are the 
main reasons for Chinese mills and traders to have a 
strong preference for imports.

MSI expects iron ore imports in China to pick up in 
the near term as weather disruptions in Brazil come 
to an end.

With the ever-increasing demand for cargoes, 

together with a tight availability of ships and limited 
deliveries at least until next year, a Hong Kong-
based broker said this week’s breaching of the 
$20,000 per day barrier was only the start of record 
earnings for capesize operators.

“While the market would show its traditional 
summer volatility, with fluctuations on a weekly 
basis, overall the only way was up — at least for the 
next few months,” he said.

Posidonia 2018: Smart shipping requires 
smart regulation and smart people
THE term “paradigm shift” is bandied around with 
promiscuous ease, but it seems clear enough to 
Lloyd’s List that the global economy, and the 
shipping industry that serves it, is undergoing a 
period of transformative change.

A number of remarkable technologies are converging 
and the inexorable shift from simple digitisation (the 
Third Industrial Revolution) to innovation based on 
combinations of technologies (the Fourth Industrial 
Revolution) is forcing companies to re-examine the 
way they do business.

Like all revolutions, this one will be disruptive.

We were around to cover the first steam-powered 
industrial revolution, so we recognise disruption 
when we see it and there is clear evidence that the 
technologies that underpin the Fourth Industrial 
Revolution are having a major impact on 
businesses.

Connectivity and artificial intelligence promises 
alternative strategies, alternative operating models 
and agile, innovative competitors who can oust 
well-established incumbents faster than ever by 
improving the quality, speed, or price at which value 
is delivered.

It also offers endless opportunity for those able to 
adapt quickly enough.

But without a more holistic approach that recognises 
the environmental, social and economic pillars of 
development are all inextricably linked, the shipping 
industry risks amplifying the disruption that is 
already happening.

Lloyd’s List has already held a series of debates this 
year under the banner The Three Elements of 
Efficiency and it is a theme we will continue to 

pursue at Posidonia next month when we will hold 
our agenda-setting Business Briefing on June 3.

No panacea
The premise is simple enough — for all the talk of 
pace and accelerated digital change, we continue to 
believe that efficiency in shipping cannot be reduced 
to a single silver bullet of technology.

Nor do we buy the neat linear projection that 
technological innovation alone will lead to a supply-
side miracle, with long-term gains in efficiency and 
productivity.

Yes, transportation and communication costs will 
drop as a direct result of technology-driven 
efficiencies, logistics and global supply chains will 
become more effective, and the cost of trade will 
diminish, all of which will open new markets and 
drive economic growth.

But, without an effective regulatory framework and 
a steady influx of the right skills supported by a new 
approach to training, the shipping industry is 
overlooking a vital part of this evolutionary shift.

Smart shipping is intrinsically linked to smart 
regulation and smart people.

The Three Elements of Efficiency series of events has 
provided a platform to discuss the details of what 
the shifting requirements from different areas of the 
industry look like in practice.

Technology remains a key pillar of the debate, but 
given the volume of blue sky thinking on show right 
now across the industry, the practical realities of 
what implementation looks like at the coal face of 
operations are still lacking in much of the dialogue 
we are engaging in elsewhere. We plan to address 
that discrepancy at Posidonia.
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OPINION

I heart Norway, but EEA is no cure for Britain’s 
Brexit blues
I HEART Norway, I really do, writes David Osler. 
On my umpteenth trip there on Lloyd’s List business 
last month, I even found myself gushingly informing 
my host how much I love the place.

I was trying to be ingratiating, since you ask, but 
this is also the God’s honest truth.

Sure, the country is eye-wateringly expensive for the 
British wallet. €49 for a bottle of cheapo red wine 
from room service? I opted for sobriety instead. And 
downtown Oslo on a rainy Tuesday evening is never 
quite going to qualify as rock ‘n’ roll Babylon, is it?

On a visit around the time of the global financial 
crisis, I did see two street beggars just off Karl 
Johans gate, the city’s main drag, and spotted a 
discarded hypodermic syringe at the long-distance 
bus terminal. So presumably it is not entirely exempt 
from the usual range of social problems.

But to the casual eye, all things Norwegian look too 

good to be true; physically beautiful, rich, socially 
liberal. If Norway could take human form, most 
people would certainly put a ring on it.

And all of this, it achieves without membership of 
the European Union.

After failing to persuade voters twice, in referenda 
staged in 1972 and 1994, the government has 
taken the hint and instead opted for a bespoke 
set-up.

Norway participates fully in the European Economic 
Area, thereby leaving itself inside the single market, 
but outside the customs union. In the wake of Brexit, 
many believe Britain would do worse than follow 
suit.

As a ‘least worst option’, they maintain, signing up to 
the EEA could command widespread support. It 
would split the difference between the most wingnut 
Brexiteers and the most moonbat Remainers. It 

But technology cannot be considered in isolation.

The second pillar to our thesis is a deep engagement 
with not only the letter but also the spirit of 
maritime regulations, which have been put in place 
to align shipping with the broader agendas of 
climate change, environmental protection, and 
safety, and must now become more agile and adapt 
to a new, fast-changing environment.

The third is an increasing awareness that efficiency 
relies on the right people. Adapting and maintaining 
the quality of seafarer training fit for the digital era 
should be considered business as usual for shipping, 
but now the maritime sector is competing with every 
other industry to attract next generation digital 
talent from engineers and IT specialists to logistics 
experts and systems architects.

While there is currently no shortage of pundits 
talking up technology that will drive change, the 
Three Elements of Efficiency events that we have 
held so far this year have proved our lingering 
suspicion that the acceleration of innovation and the 
velocity of disruption are hard to keep on top of, 
even for the best connected and most well informed.

Fragmented thinking
We have also found that the pockets of expertise 
around these topics tend to talk in silos.

So at Posidonia our panel and audience, will be 
invited to take a more holistic view of the changes 
facing shipping.

We believe that, taken together, investment in 
next-gen technology, engagement with the spirit of 
maritime regulations, and a collaborative focus on 
attracting right expertise will ensure efficiency levels 
are higher than any one of these elements alone.

At the Lloyd’s List Posidonia briefing, in Athens on 
Sunday June 3, a panel of experts in each discipline 
will discuss the merits each of these elements of 
efficiency in turn, and conclude by pulling the 
threads together. Can technology help find value 
beyond the vessel? Is the IMO agile enough to adapt 
to a new, fast-changing environment? How can the 
shipping industry attract sufficient digital talent?

Join the debate by registering to attend the Lloyd’s 
List Business Briefing on June 3 at the Divani 
Apollon,Vouliagmeni.
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might just prove a compromise that most adults in 
the room could learn to live with.

The proposition is rapidly gaining ground, after the 
House of Lords only last week voted for EEA 
affiliation.

To top everything, Norway’s prime minister Erna 
Solberg has now told the Financial Times that she 
would welcome British participation.

That might cause some consternation on Iron Erna’s 
home turf, given fears that the sheer weight of the 
UK economy would inevitably dominate the bloc of 
non-EU members of the EEA, who also include 
Switzerland, Liechtenstein and Iceland.

Those troubled farmers and fisherfolk should relax. 
A tenner says that British membership of the EEA is 
not going to happen.

To begin with, the so-called Norway Model reduces 
Norway to a passive recipient of EU rules, even 
though it is still landed with a bill pretty close to 
that of a full EU member. That is never going to fly 
with the Take Back Control brigade.

And from the viewpoint of Lloyd’s List readers, the 
benefits are nowhere near as large as they would 
probably prove for colleagues in other business 
sectors.

Forced to choose, export manufacturers would 
almost all prioritise the single market over the 
customs union. For those in shipping and ports, 
things are the other way round.

As the UK Major Ports Group and the Freight 
Transport Association have made plain, the 

continuing absence of a settlement on customs 
issues threatens chaos, and in the not too distant 
future at that.

While the public utterances from representative 
bodies have unfailingly been cloaked in diplomatic 
language, those who have spoken to port bosses over 
a beer will testify that in private, many are close to 
despair.

Nor would EEA membership prove a magic bullet for 
those in ship finance and marine insurance. The 
passporting rights that would enable them to keep 
selling within the EC do not come as part of the 
package.

So there would still be a need for a side dish deal, 
based on the grant of full equivalence status from 
EU supervisory agencies.

But by far the biggest sticking point will be the EEA’s 
acceptance of freedom of movement. As the recent 
‘hostile environment’ debacle underlines, that much 
would be a bridge too far for Theresa May’s 
administration.

Whatever their private views, few Labour politicians 
would die in a ditch for the principal, either. That is 
doubly the case for those who represent Leave 
constituencies, where racism was an unspoken but 
very real factor in the vote.

The UK maritime sector’s main message to the 
politicians is likely to be, do buck up, chaps. That 
clock is counting down at an uncomfortably rapid 
pace.

When are we going to get the certainty that we 
currently so dramatically lack?

IN OTHER NEWS
HSBC makes first trade finance 
transaction using blockchain
HSBC has carried out the world’s 
first trade finance transaction 
using a single blockchain 
platform, in a push to boost 
efficiency in the multi-trillion-
dollar funding of international 
trade.

HSBC and ING, the Dutch bank, 
completed the deal for Cargill 
earlier this month when a 
shipment of soyabeans was 
transported from Argentina to 

Malaysia using the global 
commodities trader’s Geneva and 
Singapore subsidiaries, the 
British lender said in a statement.

Unlike in conventional deals 
where documentation exchange 
takes five to ten days to finalise, 
this deal was completed in 24 
hours, HSBC said.

MISC earnings decline on weaker 
petroleum tanker market
MALAYSIA-based shipping firm 
MISC saw its first quarter pre-tax 

profit and revenues decline year 
on year amid weak market 
conditions and signalled a 
challenging year ahead.

Pre-tax profit halved to 
M$319.2m ($80.8m) from 
M$696.6m without the benefit of 
a gain from the disposal of a 
vessel in the year-ago period and 
a lower share of profits from joint 
ventures in the current quarter.

The group’s revenue fell 32.3% 
year on year to M$2.02bn from 



Lloyd’s List | Daily Briefing Tuesday 15th May Page 6

M$2.98bn in the absence of the 
one-off gain, lower freight rates 
in the petroleum segment and a 
lower number of operating 
vessels and charter rate from 
contract renewals in the liquefied 
natural gas segments.

Hapag-Lloyd remains in red amid 
‘challenging market’
HAPAG-Lloyd, one of the world’s 
leading liner shipping companies, 
reported a reduced loss for the 
first quarter of the year and has 
warned an improved market will 
not affect the company’s bottom 
line until the second half of the 
year.

The company revealed earnings 
before interest, taxes, 
depreciation and amortisation 
stood at €219.4m ($262.7m) up 
from €135.3m last year and an 
operating result stood at €53.7m, 
up from €7.5m.

Hapag-Lloyd chief executive Rolf 
Habben Jansen said the 
company had had a “solid start” 
to 2018 in a “challenging” 
market.

North Vietnam opens first terminal 
able to handle 14,000 teu 
containerships
HAIPHONG International 
Container Terminal, whose 
stakeholders include Mitsui OSK 
Lines and Wan Hai Lines, has 
been launched as the first 
terminal in northern Vietnam 
capable of hosting 14,000 teu 
ships.

An opening ceremony was held 
at the weekend at Lach Huyen 
Port, a key infrastructure project 
developed by the government to 
strengthen the country’s 
maritime sector.

HICT, having a designed annual 
capacity of 1.1m teu, is the first 
terminal in northern Vietnam with 
a 16 m berth depth that allows 
calls by 14,000 teu 

containerships, according to a 
MOL release.

India’s major ports may face 
indefinite strike action
UNIONS at 12 major state-run 
ports in India are planning to go 
on an indefinite strike in protest 
over a pay dispute.

The action will start at the end of 
the month and will affect ports at 
Jawaharlal Nehru, Kandla, 
Mumbai, Marmugao, New 
Mangalore, Cochin, Chennai, 
Ennore, VO Chidambarnar, 
Visakhapatnam, Paradip and 
Kolkata.

The national co-ordination 
committee of six federations of 
major port workers has also 
called for a nationwide one-day 
protest strike on May 28.

Maersk, MSC review Iran operations 
after US nuclear deal decision
MAERSK Line and MSC are 
reported to be reviewing their 
Iran operations following the US 
decision to withdraw from the 
international nuclear agreement 
with Iran.

Iran’s port operators and 
shipping sectors, including cargo 
operator the Islamic Republic of 
Iran Shipping Lines and oil tanker 
group NITC, will be blacklisted 
from November 4.

“MSC is reviewing its services, 
operations and business 
relationships to understand if any 
are impacted and will comply 
with the timetable set out by the 
US government,” Reuters cited 
the private Swiss-headquartered 
group as saying in a statement.

Separately, Maersk Line said it 
had ceased acceptance of 
specific cargoes listed by the US 
Treasury.

“Our presence in Iran is limited. 
We will monitor the developments 

to assess any impact on our 
activities,” the news agency cited 
Maersk Line as saying.

Epic Gas sees improving rate 
environment
EPIC Gas, the world’s largest 
commercial operator of 
pressurised liquefied petroleum 
gas carriers, is confident of its 
outlook with improving supply-
demand fundamentals in its 
sector.

The supply side is enjoying 
slowing fleet growth, with few 
newbuilding orders in the past 
few years, while booming US 
exports and healthy growth in 
demand for LPG and 
petrochemicals points to rising 
vessel requirement, according to 
company executives.

“We are confident that this year is 
better than last year,” chairman 
and chief executive Charles 
Maltby told Lloyd’s List. “We have 
been in an improving cycle since 
the beginning of last year.”

Skuld books another steady surplus
SKULD has confirmed a positive 
bottom line result of $58m for the 
year to February 20, on the back 
of gross earned premium of 
$413m and a total combined ratio 
of 97%.

All the numbers at the Oslo-
headquartered P&I club look 
broadly on a par with last time 
round, and mark the 15th 
consecutive year of positive 
underwriting results.

In particular, the marine mutual 
flagged up its strong 7% return 
on investments.

Guangzhou announces $16bn 
maritime investment plan
CHINA’S Guangzhou has pledged 
to invest Yuan100bn ($16bn) in 
shipping and ports projects by 
2020 in an effort to position the 
city as an international maritime 
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centre, according to a 
government plan.

It calls for the capital city of 
Guangdong province to take the 
lead in the development of a 
world-class shipping hub in the 
Greater Bay Area, a vision 
unveiled by Beijing for an 
interconnected Pearl River Delta 
region linking Hong Kong, Macau 
and nine cities in Guangdong.

Other aims include further policy 
liberalisation in its free trade 
zone and an attempt to persuade 
Beijing to allow the 
establishment of a free-trade 
port, whereby customs clearance, 
trade regulations and financial 
services can be effectively 
integrated into those in Hong 
Kong and Macau.

Thailand’s RCL narrows loss as 
revenues rise
THAILAND-BASED Regional 
Container Lines narrowed its loss 
for the first quarter to Baht193m 
($6.1m) from Baht261m in the 
year-ago period amid better 
market conditions.

Revenues for the period 
increased 7.9% year-on-year to 
Baht2.85bn while freight income 
rose 9.9% to Baht0.83bn, despite 
only a marginal 3% rise in the 
average freight rate.

The intra-Asia container shipping 
line’s total liftings increased 
18.4% to 526,949 teu, with 
carrier-owned containers rising 
21.8% to 306,447 teu and 
shipper-owned containers 
increasing by 14% to 220,502 teu.

Pacific Basin to issue new shares to 
part-fund bulker buys
PACIFIC Basin is buying four bulk 
carriers for a total of $88.5m.

The deal for two supramaxes and 
two handysizes is being half-
funded from cash, with the 
issuance of new shares making 
up the rest, the Hong Kong-based 
company said in a statement.

The purchase and new share 
issuance is conditional upon the 
Hong Kong Stock Exchange’s 
approval of the listing of the new 
shares, which is expected “within 
several days”, it said.

Greece to open private maritime 
academy
GREECE is preparing to 
inaugurate its first private 
merchant marine academy this 
week.

The Metropolitan College in 
Greece is partnering with the 
UK’s Solent University’s Warsash 
Maritime Academy to establish 
the first private school in Greece, 

emulating the philosophy of the 
British academy.

Private education will 
complement, not replace, public 
education, said Metropolitan 
College Academic Board 
chairman Dinos Arcoumanis, 
former Greek ambassador at 
large for Energy Policy and New 
Technologies, and board member 
of one of the biggest Greek 
shipping companies.

Conoco reported to have seized 
PDVSA products from Curaçao 
refinery
US OIL giant ConocoPhillips has 
seized products belonging to 
Venezuelan state oil company 
PDVSA from the Isla refinery it 
runs on Curaçao, Reuters said, 
citing Steven Martina, the 
island’s minister for economic 
development.

Conoco told Lloyd’s List it won a 
$2bn award in an International 
Chamber of Commerce ruling in 
connection with PDVSA’s 
“contractual obligations 
associated with Venezuela’s 
illegal expropriation of 
ConocoPhillips’ assets in 2007”.

“PDVSA products from the 
installations of the Isla refinery 
have been confiscated.”
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