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Supreme Court decision 
clarifies drug and contraband 
risk

THE B Atlantic decision from the Supreme Court firmly establishes 
that neither drug smuggling nor contraband are insured by war risk 
policies, according to the solicitor who headed the successful legal 
team.

The moral is that owners trading with countries such as Columbia or 
Venezuela should talk to their brokers about specific cover, which is 
available in the market at a reasonable price, he added.

B Atlantic was a 38,056 dwt bulk carrier, alongside at the port of 
Maracaibo in 2007, when an inspection by divers found three bags of 
cocaine strapped to the hull below the waterline.

The narcotics had been placed there by persons unknown, without the 
knowledge of the owners.

Owner AtlasNavios argued that insurer Navigators should pay out on a 
constructive total loss, by reason of detention exceeding six months, 
and won the case at first instance.

But that decision was overturned on appeal, and now the Supreme 
Court has put the matter beyond doubt.

The case turned on the wording of the Institute Clauses, which on the 
one hand specify that malicious acts are an insured peril, but on the 
other provide an exclusion for customs infringements.

Until today, it had been common ground that the smuggling attempt 
was a malicious act. But the Supreme Court held that this was not so, 
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as it was not motivated by malice.

Thus it was essentially decided that the exclusion 
applied, said Simon Moore, partner at Stephenson 
Harwood.

“There was always an insured peril,” he told Lloyd’s 
List. “We always had to prove the application of the 
exclusion.

“The owner’s attempt to use the malicious act 
insurance clause to get around the exclusion was 
always fundamentally flawed, and that’s what the 
Court of Appeal found three-nil, and the Supreme 
Court five-nil.”

The owner’s legal team tried many different 
arguments to assert that the exclusion should not 
bite, including factual arguments based on political 

interference and alleged corruption in the 
Venezuelan judicial system.

Against that, the defence team maintained that it is 
irrelevant who planted the drugs. If a vessel is 
detained for customs infringement, then the 
customs infringement exclusion applies, and that is 
pretty much that.

“If you are trading in jurisdictions where this sort of 
thing may happen, such as Venezuela or Columbia, 
you are going to have to think about whether you are 
going to take that risk and leave it uninsured, or 
whether you are going to insure that risk,” Mr Moore 
concluded.

“Talk to your brokers about it. What you should not 
do is rely on your standard war risk cover.”

ClearOcean Tankers launched with eye 
on further growth
ENERGY trader Gunvor Group and the Greece-
based Dragnis family shipping group have teamed 
up with investment firm Maas Capital to form a new 
tanker venture.

The three partners’ new ClearOcean Tankers 
venture, unveiled on Tuesday, has an initial fleet of 
six product tanker newbuildings under construction 
in South Korea.

The orders, clinched earlier this year, comprise four 
medium-range-two tankers contracted by Dragnis 
family tanker arm OceanGold Tankers at STX 
Offshore & Shipbuilding, as well as two long-range-
two tankers ordered from Daehan Shipbuilding by 
Gunvor’s shipping division, Clearlake Shipping.

All six vessels will be scrubber-ready and all are due 
for delivery during the first half of 2019, led by the 
four MR2s with the first expected in January.

The tankers will be on long-term time charter to 
Clearlake, which will undertake commercial 
management for ClearOcean, while Oceangold will 
provide technical management for the fleet, 
including construction supervision.

The partners said they will be looking for 
opportunities to potentially expand ClearOcean with 
“additional newbuilding, resale or secondhand crude 

oil or product tankers in the future”.

“We are starting with six tankers but this definitely 
has the potential to grow,” OceanGold chief 
executive John Dragnis told Lloyd’s List. “At the 
moment the secondhand market seems interesting 
but there could still be interest for more 
newbuildings. We will see.”

Mr Dragnis saw shipyard prices for tankers edging 
up “a little bit” while tanker prices in the 
secondhand market had dipped “somewhat”.

He said that the partners had already committed 
enough financial resources to cover funding of the 
initial fleet and further growth, and there “no 
intentions” to publicly float the joint venture.

Mr Dragnis called the partnership “unique”.

“I think the fit is obvious,” he said.

Gunvor also ruled out any public offering plans. 
“The partners do not need external capital and we 
intend to keep this partnership as is and grow on 
this basis,” it said.

For Gunvor, “expanding into vessel ownership and 
taking advantage of the historically low shipbuilding 
prices to contract eco-friendly, scrubber-ready 
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newbuilding tankers represented an attractive 
opportunity”, said Jan Andersen, head of shipping at 
Clearlake.

Joining forces with an experienced shipowner and a 
reputed investor allowed the company “to control 
more vessels and to de-risk our investment”, he 
added.

Meanwhile the joint venture was said to exemplify 
Maas Capital’s investment approach.

Mark Ras, managing director of Maas Capital 
Shipping, said that this was “acquiring top assets at 
a compelling price in partnership with top industry 
participants”.

Scrubber leasing: a game for 
trading houses?
THE shipping industry is getting closer to its D-Day 
and still looking for a compass to navigate the 
International Maritime Organization emission 
regulations on sulphur content, which come into 
force on January 1, 2020, writes Lambros 
Papaeconomou.

Scrubbers look attractive from a cost-benefit 
analysis, but they come with a high upfront cost. 
Could scrubber leases make them more palatable? If 
yes, will trading houses provide the finance and 
under what terms?

Such questions have emerged as Cargill, Trafigura 
and Vitol are, for now, the most vocal advocates for 
scrubbers as a post-2020 solution, in contrast to 
lukewarm attitudes from most of the shipping 
community.

In the case of Trafigura, the trading house even went 
ahead to install scrubbers on the 32 newbuilding 
tankers it chartered from Bocomm Financial 
Leasing.

The issue at heart with the new IMO regulations is 
not compliance per se, but how to do it in the most 
economically feasible manner.

Entrepreneurial shipowners are looking to turn the 
problem into an opportunity by considering the 
installation of scrubbers on board — in the most 
cost-competitive way, of course.

Scrubber economics are generally favourable on 
paper, with most back-of-the-envelope calculations 
pointing to a relatively quick payback period. 
Estimates range from optimistic — 12 to 24 months, 
to more conservative — three to five years.

It all depends on the size and fuel consumption of 
the vessel, the proposed scrubber solution (open-loop 

or closed-loop), and the future spread between heavy 
and low-sulphur fuel oil.

While scrubbers will lower fuel consumption costs 
under any scenario, the problem is how to pay for 
them. This is true especially in a down cycle that 
tanker owners are enduring.

Owners would need help with finance. Rather than 
banks, big trading houses, which often charter ships 
from owners on term or bareboat charters, may be 
better positioned to provide such financing as they 
can save fuel costs directly.

For example, an oil trader could theoretically charter 
a very large crude carrier for two to three years and 
then pay for a scrubber. Under this scenario, the 
tanker owner would secure employment for the ship 
on a long-term basis and the charterer would reap 
the benefits from lower fuel consumption.

There are many issues that need to be addressed and 
key among them is the residual value of the scrubber 
at the end of the charter.

Charterers would want owners to pay for the residual 
value. That would be equivalent to a shipowner 
buying back a vessel at the end of a sale and 
leaseback deal.

The problem is that unlike a sale and leaseback deal, 
where the lender owns the whole asset, a charterer 
would only own a scrubber installed on a ship. 
Financing mechanism might need to be creative.

Still, trading houses are expert in making money 
from market volatilities like those due to occur amid 
the IMO regulatory changes.

Given their deep pockets, they are the most obvious 
suspect to try to reap those advantages.

OPINION
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BofA bullish on everything except crude 
tankers
BANK of America Merrill Lynch has taken a bearish 
view over crude tanker markets for the next two 
years, while being more optimistic about container, 
dry bulk and petroleum products shipping.

Healthy demand growth is set to support container, 
dry bulk and product tanker markets against the 
backdrop of “global trade bonanza”, but oversupply 
will continue pressuring crude tanker earnings, the 
bank said in a note.

“The crude tanker market is still dogged by a large 
influx of vessels. These were put into the orderbook 
in 2014-2016,” the note said. “It will take some time 
to clear this oversupply, thus we are bearish dirty 
wet freight for the next two years. Although the new 
deliveries peaked in 2017, the deliveries expected for 
2018 and 2019 are still substantial.”

As for vessel demand, the supply cut agreement 
between Organisation of Petroleum Exporting 
Countries and some Russia-led producers has 
continued to weigh on earnings, even as rising US 
exports remains a bright spot, the note said.

Falling Venezuelan exports amid a worsening 
social-economic crisis is another bearish factor, as 
president Nicolás Maduro recently won a second 
six-year term in a controversial election.

“We do expect Opec to start tapering its current 
production cuts in response to a tightening global oil 
market, yet the further declines in Venezuela will 
likely mostly offset the increase in production in the 
rest of Opec.”

By contract, the supply-demand balance for product 
tankers is tightening, with global demand growth 
for products expected to reach 1.5m barrels per day 
in 2018 and 1.4m bpd in 2019, BofA Merrill Lynch 
said.

With a new 400,000-bpd refinery in Jazan 
scheduled to begin operation in mid-2018, Saudi 
Arabia is becoming the new demand driver for 
product tankers, the bank said.

“Growth in the fleet over the next 18 months is 
slowing. And at the same time, demand is 
accelerating, and so we expect utilisation rates on 
the clean wet fleet to rise for the next 18 months 
through 2019.”

What is more, strong macroeconomic growth is 
boosting prospects for container and dry bulk 
shipping markets because they are “trade sensitive”, 
even as trade wars and sanctions could provide 
downside risks, according to the bank.

Global trade growth has recovered from 2.3% in 
2016 to 4.9% last year, and the International 
Monetary Fund is projecting an annual growth 
above 4% in 2018-2020.

“We expect global container demand growth to hold 
up equally well,” the bank’s note said. “On the supply 
side, the amount of new containership deliveries 
over the next 18 months is still below the five-year 
average for both 2018 and 2019.”

As for dry bulk, BofA Merrill Lynch has forecast 
robust growths in seaborne iron ore and grains 
trades, even though coal trade volume may fall 
slightly.

On the supply side, in 2018-2019 bulker deliveries 
are still below the 10-year average, despite strong 
growth in newbuilding orders, said the bank, adding 
that the fleet growth will however likely to pick up 
from 2020 onwards.

“We still see a couple of years of upside ahead,” the 
bank said.

ANALYSIS

MARKETS

Guinea bauxite mine strike to hurt 
dry bulk trades
THE force majeure declared by Guinea’s Societe 
Miniere de Boke bauxite mine will hurt dry bulk 

carrier demand and trades, as tonne miles for the 
segment remarkably increased since Guinea 
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overtook Australia as the largest supplier of the ore 
to China.

A strike at Guinea’s SMB mine during the past 10 
days has completely shut down bauxite production 
and equated to a total loss of production of 1.2m 
tonnes.

This development could deal a blow to the capesize, 
kamsarmax and panamax segments because bauxite 
trades are already plagued by the Chinese 
government’s commitment to curb air pollution and 
closedown of smelters and refineries that fail to meet 
new environmental regulations.

Global seaborne trade in bauxite, the primary ore 
used in the production of aluminium, is dominated 
by China’s imports.

China took in 68.8m tonnes of bauxite in 2017, 
slightly short of a 2013-high of 70m tonnes, 
according to brokerage house Banchero Costa.

Meanwhile, Guinea’s bauxite production has seen a 
rapid increase in recent years, facilitated by strong 
Chinese demand and investment.

Shipments from Guinea to China increased from 
virtually none in 2011, to 27.7m tonnes in 2017, the 
brokerage said in a note.

Overall Guinea’s bauxite exports to China had 

continued to more than double to 10.6m tonnes in 
the first quarter of 2018 compared with the same 
period a year ago.

According to the Banchero Costa, capesize spot rates 
fell around $5,000 due to the strike last week 
resulting in increased vessel supply across the 
Asia-Pacific and Atlantic basins.

Howe Robinson had similar views and said in 
its weekly report that rates fell across the board as 
the consequences of the force majeure in Guinea 
were felt across the segment and competition from 
the additional tonnage saw rates tumble further with 
C3 route dropping from $18.69 per day to $17.32 a 
day.

The C3 Brazil-China route ended the week at $17.28 
down $1.73 from the close of the previous week.

Around, 11 vessels are waiting in Guinea’s Kamsar 
port for loading, Lloyd’s List Intelligence data shows.

Despite representing only 2% of the entire dry bulk 
trade, the bauxite trade between Guinea and China 
accounted for 13% of the total tonne-mile growth in 
2017, as estimated by Clarksons.

With reduced volumes out of Guinea, it is 
increasingly likely that China would import more 
bauxite from Australia and Indonesia, potentially 
reducing tonne-mile demand.

IN OTHER NEWS
Iridium hails maritime distress 
system decision as ‘historic’
IRIDIUM Communications, the 
US-listed satellite service 
provider, has described a United 
Nations decision to allow it to 
provide global maritime distress 
safety system services from 
2020 as a “historic moment for 
the maritime industry”.

GMDSS provides emergency 
communications at sea, relaying 
messages even if crew are 
unable to call for help. It is 
mandatory for ships exceeding 
300 gross tonnage.

Since the inception of GMDSS in 
the 1980s there has been only 
one provider, Inmarsat, the 
UK-listed satellite service 

provider. The certification for 
Iridium was granted on Monday 
by the UN’s International 
Maritime Organization.

Owner of B Atlantic loses final appeal 
in long-running drugs case
THE UK Supreme Court has 
upheld the Court of Appeal ruling 
in the case of the B Atlantic, the 
handysize bulker confiscated in 
Venezuela after packages of 
cocaine were found strapped to 
its hull in 2007.

Although the cocaine was 
attached to the ship by persons 
unknown and there was no 
suggestion that the shipowning 
company, Atlasnavios Navegacao 
(formerly B Bnavios-Navegacao), 
was implicated or had any 

knowledge of what had 
happened, the ship was detained 
in accordance with Venezuela’s 
strict anti-drug policies.

Initial court hearings had found 
the insurers liable for the owner’s 
losses, but on appeal it was ruled 
that the vessel was not covered 
by a war risks insurance policy 
on the basis that drug trafficking 
is not a ‘malicious act’ within the 
meaning of the Institute Clauses.

Hapag-Lloyd starts consulting staff 
on job cuts
HAMBURG-based container 
carrier Hapag-Lloyd is seeking to 
reduce headcount and modernise 
its processes following its 
merger with United Arab Shipping 
Co.
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The world’s fifth-largest line by 
capacity has grown rapidly over 
the past three to four years, 
following its merger with CSAV at 
the end of 2014 and with UASC, 
which was completed in the 
second quarter of last year.

“The company has really 
changed a lot in terms of growth,” 
a spokesman told Lloyd’s List. 
“This is a different company to 
what Hapag-Lloyd was at the end 
of 2014.”

Up to 20% of shipping may not 
comply with sulphur cap
ONLY 80% to 90% of the shipping 
industry may comply with the 
upcoming 0.5% global sulphur 
cap, consultancy Wood 
Mackenzie warns.

One reason some shippers will 
not comply is because the 
International Maritime 
Organization does not have a 
proper enforcement mechanism 
in place, it said.

The uncertainty about 
implementation also hinders 
justification for significant 
investments in high-sulphur fuel 
oil processing and blending 
capabilities by refiners ahead of 
the cap. Rather, few refiners have 
announced additional HSFO 
conversion capacity and the 
approach in the industry is to 
wait and see, it added.

China Merchants to integrate 
Shenzhen port
STATE conglomerate China 
Merchants Group is to make its 
Shenzhen-listed unit Chiwan 
Wharf a holding company of 
China Merchants Port and a 
platform to consolidate the port 
business in Shenzhen.

Chiwan said in an exchange filing 
that upon the completion of its 
current asset restructuring, it 

would become the de facto 
controller of Hong Kong-listed 
CM Port - the long-established 
ports arm of CMG.

As a result, it would hold all CM 
Port’s domestic and overseas 
terminal portfolios and turn itself 
into a “comprehensive strategic 
platform” of the parent group to 
operate and manage its port 
assets.

New South Wales Ports to support 
lower emission vessels
AUSTRALIA’S New South Wales 
Ports will offer incentives to 
oceangoing vessels with lower 
emissions calling at Port Botany 
and Port Kembla as it prepares 
for the International Maritime 
Organisation 0.5% sulphur cap 
regulation.

NSW Ports, which is the first 
Australian port organisation to 
announce such an incentive, will 
provide a discount on vessel-
related charges to vessels with 
better air emissions 
performance. The ports plan to 
introduce the incentive scheme 
by January 1, 2019.

To qualify, vessels must be 
registered with the Environmental 
Ship Index (ESI) and outperform 
IMO international legislation on 
emission standards.

Global Ports Holding lands Havana 
cruise port deal
LONDON-listed cruise port 
terminal operator Global Ports 
Holding has announced a highly 
anticipated 15-year management 
deal with the cruise port of 
Havana, marking the company’s 
entrance into the Caribbean 
cruise market.

Just over a year after it 
completed a $199m IPO on the 
London Stock Exchange, the 
Turkey-based company has 

fulfilled one of its long-pursued 
goals of setting up operations in 
Cuba and gaining a foothold in 
the Caribbean, the world’s largest 
cruise market with 9.6m 
passengers in 2017, according to 
the Cruise Lines International 
Association.

Beginning on June 21, GPH, 
which operates 14 cruise port 
terminals, will assume 
management duties for the port’s 
operations from Cuba-based 
company Aries S.A.

Union calls for ‘real’ increase in 
global seafarer wage
THE global minimum wage for 
seafarers is a “pittance”, which 
requires a major overhaul, 
according to Nautilus 
International general secretary 
Mark Dickinson.

“When you consider what 
seafarers endure at work and the 
efficiencies that the merchant 
navy has achieved in recent 
years, as well as the importance 
of cargo carrying to the global 
community, it is clear the time 
has come for a significant rise,” 
said Mr Dickinson.

Nautilus, the maritime 
professionals trade union, is 
joining the International 
Transport Workers’ Federation in 
lobbying for an increase in the 
wage.

MPC Container Ships picks up three 
more feeders from KGs
MPC Container Ships has picked 
up three further feederships from 
KG companies, in a move that it 
claims will establish it as the 
world’s largest operator in the 
niche, little more than a year after 
its inception.

Chief executive Constantin Baack 
said: “Within only 12 months, 
MPCC has become the largest 
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owner globally of feeder 
container ships with a capacity 
of up to 3,000 TEU.

“Although the supply and 
demand situation is now pointing 
towards a rebalancing with a 
much reduced idle fleet, the 

market continues to provide 
attractive acquisition 
opportunities.”

For classified notices please view the next page.
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