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South Korea unveils $1.5bn 
fund for LNG-powered ships

SOUTH KOREA HAS unveiled a new package of financial measures 
potentially worth as much as $1.5bn to support the country’s ailing 
smaller yards.

The government is preparing financing of Won700bn ($620m)) and 
financial guarantees of Won1trn to back orders of 140 liquefied 
natural gas-powered vessels by 2025.

The announcement comes after Japan lodged a formal complaint 
against South Korea at the World Trade Organisation over claims 
that alleged shipbuilding subsidies have breached international 
agreements.

While that case is directed at the corporate restructuring of larger 
South Korean shipbuilders — notably Daewoo Shipbuilding & 
Marine Engineering — in a programme that Japan alleges has 
amounted to $10.5bn since 2015, this latest round of support for 
small to mid-sized yards is likely to increase tension between the 
two shipbuilding countries.

Japanese officials behind the WTO case were not immediately 
available to comment on the new package of financial support.

In a statement issued on Thursday, South Korea’s Ministry of Trade, 
Industry and Energy confirmed that government agencies will order 
40 of the vessels. The remaining 100 ships will be ordered by 
unspecified private sector interests.

The Seoul government sees opportunities in LNG fuel stemming 
from the IMO sulphur-cap regulations in 2020, and has stated that 
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it will support the construction of eco-friendly 
ships.

This support will see equipment makers get 
Won200bn of loan guarantees and Won2.8trn of 
investment being ploughed into LNG bunkering 
infrastructure.

The ministry statement noted that South Korean 
shipbuilders had been facing difficulties in getting 
refund guarantees and the new package of 
measures would increase refund guarantees from 
Won100bn to Won200bn for small shipbuilders, 
while guarantees of Won7bn will be issued for 
mid-sized ships.

Port leaders in Hong Kong prepared for 
‘monumental challenges’
PORT business leaders in Hong Kong recognise 
the need to develop a new operating model to meet 
the “monumental market challenges” of a 
changing regional economy.

Speaking at the Lloyd’s List Business Briefing this 
week, Modern Terminals’ group managing 
director Peter Levesque stressed the need for 
Hong Kong to “deal with [these] challenges 
head-on and resist the temptation to deny they 
exist.”

He said the status quo at the port “is not 
sustainable or desirable”. Maritime leaders should 
take risks and commit the resources needed to 
achieve the port’s full potential.

Hong Kong currently handles 25,000 
containerships and 75,000 barges a year, 
aggregating to more than 20m teu of throughput. 
However, the potential business is vast.

The Greater Bay Area initiative — linking Hong 
Kong, Macau and the cities of China’s Guangdong 
province — offers opportunities for Hong Kong’s 
maritime sector. It will encompass $1.3trn of gross 
domestic product and cover more than 60m 
people, while the port cluster will represent over 
63m teu of throughput volume.

Challenges the port community has faced over the 
past five years include the development of China’s 
deep-water ports and increasing competition from 
transhipment hubs in Singapore, Taiwan and 
South Korea.

Meanwhile, China’s development of free trade 
zones has enabled the mainland to provide 
transport companies with “Hong Kong-like 
functionality” in logistics operations and 
consolidation services.

The rapid deployment of vessels capable of 
handling 22,000 teu has forced terminal operators 
to invest hundreds of millions of dollars in new 
infrastructure and superstructure to 
accommodate those vessels.

This has come as the development of mainland 
ports has made trucking from factories in 
southern China to Hong Kong expensive and 
unnecessary.

Hong Kong’s business is now 70% vessel-to-vessel 
and barge-to-vessel transhipment, Mr Levesque 
said. Transhipment cargo has a higher cost, 
because there are two moves and therefore lower 
margins.

A more recent challenge has been the 
consolidation of the four east/west container line 
alliances to three, which has made the home berth 
concept “essentially impossible” in Hong Kong.

“Alliance berthing has become inefficient and 
creates the need for additional inter-terminal 
trucking of boxes between terminals, which slows 
operations and adds cost.”

The physical port layout in Hong Kong has become 
a constraint because it was designed to handle 
truck business from China.

Instead, terminal operators service thousands of 
barges to and from the Pearl River Delta, while the 
size of mega vessels reduces the amount of 
available berth space available to operate these 
small barges. This has caused an increase in 
trucking between terminals, again adding to cost.

The solution, Mr Levesque suggested, comes 
first from understanding Hong Kong’s existing 
competitive advantages — including the rule 
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of law, free port status, legal transparency 
and ease of doing business — and potential 
advantages such as China’s Belt and Road 
Initiative and participation in the plans for the 
Greater Bay Area.

“Noone else in the Asia Pacific Region has such 
tools or this kind of foundation to work from,” he 
said.

More importantly, the process of the “re-
invention” of Hong Kong port was about asking 
the right questions.

“If we were starting from scratch,” he asked, “how 
would we design our business model and 
operating processes to support larger ships, more 
complex alliance deployments and a heavily-
weighted transhipment cargo mix?”

How can Hong Kong’s advantages under Beijing’s 
‘one country, two systems’ policy complement 
what China has to offer? How can automation or 
blockchain help port processes?

The biggest question, Mr Levesque believes, is how 
a world-class Smart Port could be developed from 
the competitive advantages, tools and expertise 
already available.

He remained upbeat about prospects for Hong 
Kong, even though public opinion is more 
pessimistic.

In spite of declining port volumes, which mean Hong 
Kong has sunk to number five from the top spot in 
terms of volumes handled, Mr Levesque said the 
right attitude was in place to face up to the 
challenges and the right questions were being asked.

Adding further pressure, there has been a great 
deal of talk about port areas being used to 
alleviate Hong Kong’s housing shortage.

“Building housing above the container terminal is 
an innovative proposal that needs to be carefully 
considered and quantified from all sides,” he 
concluded, to determine whether it was practical 
or financially feasible.

The Interview: Tim Huxley
MANDARIN Shipping chairman Tim Huxley 
believes there is a role for an Asian-based tonnage 
provider in the container feeder space and has 
staked the future growth of his business on it.

Notwithstanding the fact that this was a market that 
had been dominated by the Germans for a long time, 
he has worked steadily to put in place a plan for a 
platform to expand within the Asian region.

“We do believe that if you are in this region and 
offering a very good quality product, then you 
should have a good platform for growth,” he said.

Mandarin Shipping has just completed taking 
delivery of its series of six Topaz class 1,700 teu 
feeder ships from Zhejiang Ouhua Shipyard. These 
Bangkokmax vessels have been designed with the 
Asian feeder market in mind especially, and can 
enter the majority of the region’s ports while 
meeting all the latest environmental regulations.

According to Mr Huxley, they have been well 
received. “Our small fleet of feeder ships in now 
establishing itself quite well in the region and we’re 
optimistic about prospects for those,” he says.

“In terms of Mandarin Shipping’s investment model 
we are very much focused on growing our container 
business,” he says, but hastens to add that the 

company would not rush headlong into expansion. 
“It’s got to be the right kind of growth that gives 
continued value to our shareholders and it needs to 
be in areas where we believe we can add value.”

This combination of confidence and prudence comes 
from Mr Huxley’s over 30 years of experience in 
shipping, starting from his beginnings as a broker 
for Clarksons in London back in the 1980s.

He went to Hong Kong with the shipbroker in 1989 
and made his way up to become managing director 
of Clarksons Asia. Indeed, looking at the 
technological, regulatory and market challenges 
ahead, his market-savvy broking instincts come to 
the fore when he says: “I wish I could be a broker 
again because now I can give a compelling reason on 
why you should invest but also equally one on why 
you shouldn’t.”

However, in dealing with those same issues, Mr 
Huxley is probably calling on his previous 
experience as managing director of Chao family-
owned Wah Kwong Maritime Transport, which he 
joined in 2007 after leaving Clarksons, when he 
looks to the year ahead and foresees it being a very 
challenging time yet filled with opportunities.

Running a business of almost 40 ships comprising a 
mix of bulkers, oil tankers and liquefied petroleum 
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gas carriers through perhaps one of the toughest 
periods in shipping history, would have coloured his 
experience running Mandarin Shipping.

Mr Huxley had set up the firm, which was initially 
involved in vessel management and ownership 
investment, in 2006. After leaving Wah Kwong in 
2016, he has taken on the reins full time and is 
rolling out his vision for the company.

In this, he has a clear mandate for investment in the 
container feeder sector as part of a broad-based 
strategy to take advantage of opportunities arising 
in shipping.

“How the trade wars will impact us we don’t know 
yet, but we’re still believing in strong growth in the 
Asian regional trades where we’re focused, and so 
we’d like to have steady, well-considered growth that 
gives returns to our shareholders,” says Mr Huxley.

“I think we’re in the right place [in Hong Kong],” he 
adds, noting that he has seen a substantial number 
of people coming to visit in the city to discuss 
business opportunities.

There are still many challenges. Sourcing equity for 
any asset-based investment is quite difficult at the 
moment, Mr Huxley points out. However, he notes 
the banks are coming back to the lending market 
and there are alternative financing options such as 
with the leasing companies that are increasingly 
coming to Hong Kong.

A lot of shipping companies, including those in Hong 
Kong, are emerging from a decade when they took a 
“real pounding” since the global financial crisis, Mr 
Huxley says candidly. “But for those of us who came 
through it and are still in this business, there’s quite 
a lot to look forward to but also probably the most 
challenging period I’ve known in my career.”

With mandatory regulations such as the 2020 
sulphur cap being only the tip of the greater 
decarbonisation issue to reduce carbon emissions by 
2050, it could make everything technically 
redundant, he suggests.

“It could mean shipping is potentially going to 
undergo as many changes as the era when sail 
turned to steam,” he ventures, adding that it will be 
a fascinating time while also being very difficult to 
prepare for.

Giving an example from his earlier days as a 
shipbroker when legislation was passed to phase 
out single-hulled tankers and owners who rushed 
into ordering double-hulled tankers early got 
stung by a sharp drop in prices, he notes that it is 
quite easy to be on the wrong side of the bet to get 
ahead with unknown new technologies such as 
scrubbers.

“This is one of the cases where there does not seem 
to be much advantage in being the first mover on 
any of the technological breakthroughs,” Mr Huxley 
suggests.

But therein lies the potential for a Utopian scenario, 
he says. “The massive questions surrounding issues 
like scrubbers and LNG-fuelled ships just might 
hold off people rushing to order new ships because 
nobody knows for certain what you really need,” Mr 
Huxley speculates.

If this then puts the market back into balance and 
owners start making money again, it might mean 
that they will then have the money to invest in the 
new technology that is really needed for 20 or 30 
years down the line.

“This industry has not generated a profit, let alone a 
return, for so long we are basically hamstrung in 
terms of new investments in new technology,” he 
says.

Nevertheless, 2019 is going to be really difficult and 
challenging because of all the uncertainties 
surrounding the regulatory changes, as well as the 
dynamic global trading situation, he emphasises.

“We’re optimistic and I really hope shipping will be 
one of Hong Kong’s growth stories, and we’ll be the 
cornerstone of it,” Mr Huxley concludes.

Viewpoint: Importance of mental health
THERE has never been a time when the mental 
health of seafarers has been subject to such scrutiny 
as today, writes Michael Grey.

P&I clubs, welfare agencies, unions, charities and 
training institutions collectively offer all the advice 
mental wellbeing could possibly require. And yet, 

OPINION
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the mental state of seafarers continues to be a 
concern and most shamefully of all, in one of the 
world’s most hazardous industries, suicide is now 
the biggest killer.

But before we get too worked up about this grim 
statistic, are seafarers any different from their 
shore-side contemporaries?

It is difficult to open a newspaper without somebody 
deploring the woeful provision of mental health 
facilities in their country or region.

The demand for such services is rising exponentially 
and we are told few people will not live their lives 
without experiencing depressive illness of some 
kind. Children, young people, the middle aged and 
elderly are all, we are told, increasingly seeking the 
advice of mental professionals.

It is because we are less inhibited about confessing 
to problems that, in a more stoic age, were kept 
“bottled up”.

It is the insidious effect of social media that we 
realise is more anti-social than its developers could 
have imagined. It is the pressure of life in general 
that drives us, if not over the edge, towards the 
limits of tolerable endurance. And if shore-side folk 
have difficulties accessing mental help, seafarers will 
invariably find it even more problematic.

So, are seafarers really any different?

You can argue that while teenagers may be “isolated” 
as they react to their devices in the privacy of their 
rooms and people will tell you they are less social 
these days, seafarers are actually isolated due to 
being separated from the societies they come from.

It is not unreasonable to suggest that the facility of 
the internet, which may connect the seafarer with 
loved ones on shore, may magnify the sense of 
helplessness at being unable to assist in solving the 
problems at home thousands of miles away. Before 
such instant communication, ignorance of such 
problems, if not exactly bliss, would have 
contributed to a more equable life afloat.

The reaction of the industry, as it makes available all 
this advice to people working at sea, is 
commendable, but perhaps fails to acknowledge the 
contribution that modern shipping makes to the 
general unhappiness of people who work in its ships.

It can be justifiably argued that those who own and 
manage ships have been very fast to adopt the 

technical tools which enable them to reduce their 
manpower needs, without much thought about the 
attitude of those who are left, a few souls rattling 
around in enormous ships, which in another age 
would have been crewed by three or four times the 
number.

There has been tremendous and understandable 
emphasis on speeding up “unproductive” time in 
port, with even more technology (mostly supplied by 
the port), but similarly, those on board the ships 
have had to “like it or lump it”, that their shore leave 
is non-existent or abbreviated.

Has there been anything meaningful done to 
mitigate the lifestyle changes brought about by these 
developments? I would suggest not.

The isolation of the modern seafarer has been made 
a good deal worse by the absolute obsession of ship 
operators to source the cheapest possible crews, 
with only a tiny multinational mix quite common.

It is not unreasonable to ask those responsible if 
they would be happy to tolerate such a lifestyle that 
they inflict upon their “employees” — who are 
invariably supplied by third parties so they can feel 
little responsibility for their welfare.

Could they tolerate living in a steel box, with the 
minimum amount of comfort provided by 
shipbuilders squeezed on price, alongside fellow 
crew members, with whom one is barely able to 
communicate? Small wonder they will retreat to 
their cabins with their electronic devices and count 
the days to the end of their voyage.

Maybe they can stay off their mobile devices long 
enough to access all the helpful information about 
“wellness” and robust mental health.

What on earth can be done unless those in the 
industry who can make a difference take positive 
action on crew sizes and composition, 
accommodation, the length of tours and a realisation 
that it is necessary for some sort of society to exist 
on a ship? One may think of “manning for cohesion” 
and the efficiency gains might be surprising.

What about appointing somebody (not the already 
overburdened master) to take some responsibility 
for crew welfare?

The Chinese, who used to have political officers 
spelling out the official party line on their merchant 
ships, “retrained” their commissars to become 
onboard welfare officers.



Lloyd’s List | Daily Briefing Friday 23rd November Page 6

There needs to be somebody on board to whom the 
depressed and troubled may confide, before they 
take the final desperate step over the side.

There also ought to be some meaningful training, 
protocol or practice for the use of the internet — in 
Australian warships devices to access the internet 
are used in a common space, rather than in a cabin.

Seafarers are only different from landsmen in their 
working environment, but it ought, in the 21st 
century, be one that can be found, with the right 
attitude, to be enjoyable.

Happy people probably are less likely to do 
themselves harm. Is that hard to understand?

SURINDER Brrar, a chartering director from Pacific 
Basin Shipping, is brimming with confidence that 
extra costs of compliant fuel can be passed on to the 
end users.

At a 2020 sulphur workshop in Hong Kong this 
week, he gave an example.

A rise of $250 in bunker prices — which is about 
today’s spread between IFO 380 (intermediate fuel 
oil, 380cSt)  and marine gasoil  — would lead to an 
increase of $2-$6 per tonne in shipping expenses for 
a dry bulk carrieer, depending on its size, he said.

By comparison, the current price for copper 
concentrate is at about $6,000 per tonne.

“Do they worry about $2-$6? No,” he told the 
gathering, which was organised by BIMCO and 
Lloyd’s Register.

But some cargo owners are always less generous 
than the others — let alone that merchant ships, as a 
commodity themselves, are not yet in a seller’s 
market.

If the higher bunker costs, normally a direct burden 
of vessel charterers, cannot be fully passed on, they 
will ask shipowners to compensate by, say, lowering 
hire rates.

Mr Brrar made it crystal clear that compliance was a 
must.

But while Pacific Basin — a handysize and supramax 
bulker specialist — also wears a charterer’s hat, he 
conceded a perpetual rule in this sector: “We want 
to charter your ships at lowest cost possible.”

There is also competition from shipowners that have 
embraced scrubbers, which allow vessels to continue 

burning heavy bunker oils after the sulphur 
restrictions are in place.

“The scrubber guys would be able to undercut any of 
the guys that haven’t installed scrubbers,” Wah 
Kwong chief executive David Palmer told the event.

The situation would be especially true in those high 
scrubber-penetration segments, such as very large 
crude carriers and capesize bulkers, he added.

Wah Kwong, which owns about 20 bulkers and 
tankers, opts for low-sulphur fuels to meet the new 
regulations. But even the vessels fitted with the 
onboard refineries could hit headwinds as their 
number grows, Mr Palmer warned.

“What happens when three ships with scrubbers are 
competing for the same cargo? I don’t think they’ll 
get much premium.”

While shipowners and charterers seem to have 
entered in a game of tug of war to minimise the 
extra costs arising from the sulphur rules, they have 
more than just the charter rates to wrestle with.

A shipbroker said on the sidelines of the event that 
he was struggling to push forward a deal in which 
the two sides of the charter party cannot agree on 
who should foot the bill for the vessel to debunker in 
order to switch to compliant fuel.

The newly-released bunker clauses from BIMCO set 
up useful global standards in this regard, but the 
final decisions remain in the hands of the contract 
signers.

And the floor raised issues that BIMCO cannot 
provide reference.

One shipower said his proposal to extend the 

ANALYSIS

Shipowners and charterers in tug of war 
over 2020 sulphur costs
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employment of one vessel on condition of a date for 
an earlier fuel switch was frustrated by the 
charterer, who had little interest in paying the 
higher bunker costs ahead of time.

“The charterer said that ‘up to 2359 on December 31 
(2019), I’ll only have to supply you heavy oil; why 
should I change that?’”

MARKETS

Tariffs seen as undercutting global shipping 
and trade
THE trade war between the US and China has had 
obvious recent positive effects on US west coast 
ports, but economists generally see the benefits as 
short-lived. Over the longer term, the consensus is 
that, without an agreement between the two nations, 
shipping and trade will decline in the coming year.

“US west coast ports have benefited in 2018 year-to-
date from the tariffs, but that is only temporary as 
shippers have tried to beat the tariff imposition 
dates for subsequent rounds of tariffs on transpacific 
trade route goods,” economist Paul Bingham told 
Lloyd’s List.

Mr Bingham said that the acceleration of shipments, 
also called front loading, has drawn volumes 
forward, but not all at once. He warned that payback 
is coming, with “outlook for port volumes for the 
affected commodities negative unless the trade 
dispute can be resolved”.

That view fits with the findings of a report by the 
Organisation for Economic Co-operation and 
Development which claims that international 
shipping and trade have generally been adversely 
affected by the series of tariffs that have come into 
effect this year, with a risk of a further downward 
trend in the coming year.

“New restrictive trade policy measures have resulted 
in marked changes in trade flows and prices in some 
targeted sectors, particularly in the United States 
and China, with some transactions being brought 
forward ahead of announced tariffs,” the OECD said 
in a report.

The OECD report shows that annual shipping traffic 
growth at container ports, which represents around 
80% of international merchandise trade, has fallen 
to below 3% in 2018 from close to 6% in 2017.

The OECD said that high frequency indicators, such 
as export orders and container port traffic, 

suggested that the prospects for future trade growth 
remained “modest”.

Although the direct economy-wide impact of the 
restrictive trade policies imposed this year is only 
starting to appear, the OECD said that “some effects 
and distortions are already visible in sectors where 
higher tariffs have been implemented or 
announced”.

“Growth in the volume of merchandise imports into 
the United States from China has started to slow and 
US domestic prices have risen sharply for some 
affected products,” the report said.

The OECD report coincided with figures released by 
the US Census Department this week showing that 
new orders for manufactured durable goods — 
products designed to last at least three years, such as 
computers and machinery — in October decreased 
by $11.5bn, down 4.4% on the previous month, to 
$248.5bn.

Shipments of manufactured durable goods in 
October decreased $1.4bn, or 0.6% month on month, 
to $254.5bn, after two consecutive monthly 
increases. This followed a 1% September increase. 
Among segments, transportation equipment 
shipments led the falls, sliding $1.6bn, or 1.8%, from 
September to $87.6bn, also following two 
consecutive monthly increases.

The Census Department figures echo The Institute 
for Supply Management, which said its Purchasing 
Managers Index for US manufacturing fell to 57.7 in 
October, down from 59.8 in September and below 
market expectations of 59.

According to Ben Hackett of Hackett Associates: 
“The reading pointed to the slowest growth in 
factory activity in six months. This is not a positive 
sign. As industrial production slows, so will 
imports.”
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IN OTHER NEWS
Port of Rotterdam plans new offshore 
terminal complex
THE Port of Rotterdam will open 
a huge terminal complex aimed 
at the expanding offshore and 
project markets next year.

Offshore Center Rotterdam is 
being built on 70 ha of land 
reclaimed as part of the 
Maasvlakte 2 project, close to 
existing offshore and project 
facilities including the SIF 
Terminal, which is operated by 
the offshore, wind turbine and 
monopile specialist SIF Group.

When the complex is complete it 
will offer 1,600 m of heavy-load, 
deepsea quay infrastructure. Port 
of Rotterdam declined to 
comment on the cost.

Maffei to rejoin Federal Maritime 
Commission
FORMER Federal Maritime 
Commissioner Daniel Maffei, who 
was forced to resign from his 
position at the end of his term in 
June, is set to return to the role.

Mr Maffei, a former Democratic 
congressman, has been 
nominated by President Donald 
Trump to fill one of the three 
vacant posts at the five-strong 
commission.

Another nominee is Republican 
Louis Sola, who has served on 
the Florida Board of Pilot 
Commissioners. With the two 
new members, the FMC will 
return to near full strength.

Lim endorsed for second IMO term
INTERNATIONAL Maritime 
Organization secretary-general 
Kitack Lim has secured the 
organisation’s support for a 
second term, beginning in 2020.

The IMO Council, the 
organisation’s 40-member state 
governing body convening in 
London this week, endorsed Mr 
Lim for a second term after he 
had notified the Council chair of 
his desire to stay on, the IMO 
confirmed.

Mr Lim did not face any 
opposition during Thursday’s 
debate, according to sources 
familiar with the process.

NYMEX to list low-sulphur fuels 
futures in December
THE New York Mercantile 
Exchange will list 11 futures 
contracts for 0.5% sulphur 
content marine fuels for trading 
beginning December 9, according 
to a report from CME Group.

The contracts will be traded on 
the CME Globex electronic 
platform and cleared by CME 
ClearPort.

The first listed contract for all 
fuel types is April 2019. Monthly 
contracts will be listed for the 
current year and the following 
three years. Monthly contracts 
for a new year will follow the end 
of trading in the December 
contract of a current year. 
Trading ends on the last business 
day of the month.

For classified notices please view the next page.
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