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Sponsors of 2020 paper move 
to counter ‘misconceptions’

SEVERAL OF THE authors of a document proposing an “experience-
building phase” to follow the introduction of the 2020 sulphur cap 
regulation have issued a new statement to address “misconceptions” 
days before the paper is set to be reviewed by the International 
Maritime Organization.

The Bahamas, Liberia, Marshall Islands, Panama, BIMCO, Intercargo 
and Intertanko submitted a document to the Marine Environment 
Protection Committee in late August arguing shipowners cannot bear 
responsibility for the availability of compliant fuel after 2020 and time 
will be needed to ensure the system works.

That paper introduced the idea of a “pragmatic enforcement approach”, 
which caused controversy in the industry last month.

Those shipowners already invested in low-sulphur solutions balked at 
the not-quite-suggested idea of a grace period of enforcement.

The report’s writers have been adamant that in the past they made no 
such suggestion.

Now, BIMCO, Intertanko and the Marshall Islands have issued a 
statement to reiterate that point and make other clarifications.

“The co-sponsors are fully committed to a successful transition to the 
0.5% fuel oil sulphur standard,” the statement said. “The paper 
absolutely does not attempt to change the standard, nor does it seek to 
delay the January 1, 2020, effective date.”

It says the paper is not an attempt to “delay or weaken” the general 
enforcement provision.
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“Concentrated inspection campaigns are being 
carried out by port state control regimes in 
anticipation of the transition, and strict enforcement 
should be expected,” the statement added. “The 
paper seeks to facilitate a pragmatic approach by 
administrations specifically in those instances 
where a ship is not able to achieve compliance due to 
fuel non-availability and fuel quality problems.

“This is relevant regardless of the means by which a 
shipowner chooses to comply with the standard and 
does not suggest a wholesale relaxation of 
enforcement regimes in all scenarios.”

It said the experience-building phase will be a 
formalised data collection and analysis measure to 
closely monitor the implementation of the 0.5% 
sulphur content standard, the specific details of 
which would need to be worked out between all IMO 
member states and organisations.

The phase is “intended as an institutionalised data 
gathering measure, with the purpose of providing 
greater transparency and detailed information on 
the compliance situation” after implementation, said 
the statement.

Only time will tell if that leads to changes to the 
regulatory framework.

“The contributing co-sponsors are aware of the 
uncertainties and challenges associated with the 
consistent implementation of the 0.5% global fuel oil 
sulphur standard and are seeking consensus at 
MEPC 73 to develop an approach to safely address 
these challenges, while not delaying the enforcement 
of the standard,” the statement concluded.

The MEPC meeting will be held from October 
22-26.

Sinopec offers owners straight-run compliant 
fuel, sources say
SINOPEC, Asia’s largest refiner, is poised to provide 
shipowners with straight-run, low-sulphur bunker 
fuel in the run-up to the International Maritime 
Organization’s 2020 emission regulations.

“We are discussing it with our top shipowner 
clients,” a senior manager from the Chinese 
company told Lloyd’s List.

The fuel on offer is a residue from distillation of 
higher quality crude oil, including sweet crude, 
according to the manager. It requires no blending 
and could be used directly as a marine fuel to meet 
the IMO’s 0.5% sulphur cap.

“It has better stability and compatibility compared 
with the blends,” he added.

While the global low-sulphur rules are fast 
approaching, vessels involved in trading with China 
are under extra pressure to comply with Beijing’s 
recent decision to expand its three emission control 
areas across almost the country’s entire territorial 
waters from January 2019.

In August, Sinopec vice-president Huang Wensheng 
said the new regulations had created business 
opportunities, and the company was making plans 
and tests to produce low-sulphur marine fuel.

“The final output will depend on market demand 
and prices.”

An Asia-based fuel trader close to Sinopec said the 
state giant was trying to lock in purchases from the 
large owners before moving to production.

“It wants commitment from owners, especially those 
with a big fleet that can commit 1m tonnes a year 
and can take the fuel at three or four strategic ports 
in China.”

That would allow the refinery to plan and work on 
fuel specifications.

The trader suggested that some of the largest 
container shipping lines could be on Sinopec’s 
supply list.

However, bunker traders would be excluded from 
the deal this time.

“It is an interesting strategy for Sinopec to try to 
expand the market by stripping out intermediaries,” 
the trader said.

“We are not dealing with traders, only owners,” the 
Sinopec manager confirmed, without elaborating on 
the reasons or the names of the owners.
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He said conversations are being held with the 
owners about the fuel specifications.

“The fuel should meet the ISO 8217 2017 
standard, but the company is unsure which 
category it will fall into. Viscosity is a key 
parameter, which can vary quite significantly 
from different kinds of crude and processing 
technologies.”

Pricing was also an important issue for the 
negotiations.

The manager said producing the straight-run, 
low-sulphur fuel was “quite costly” as the 
company will have to forego proceeds from 

processing the fuel into other oil products, such as 
gasoil.

“If the price is too low, we will lose money by 
making it.”

Only a few of Sinopec’s 32 plants can produce this 
type of low-sulphur fuel, he added.

The trader expected the price for the straight-run 
fuel to be in-between heavy bunker oil and 
marine gas oil.

Recently, the former was traded in Rotterdam at 
$476.5 per tonne while the later was priced at 
$712 per tonne.

Japan pushes for EEDI changes
THE shape of the energy efficiency design index’s 
future until 2025 looks all but settled, with the 
exception of two outstanding pivotal matters, 
spearheaded by Japan.

Documents on the EEDI seen by Lloyd’s List ahead 
of this month’s Marine Environment Protection 
Committee meeting revealed that Japan has higher 
efficiency demands than most International 
Maritime Organization member states for larger 
containerships, and wants to re-evaluate the 
fundamentals for large tankers and bulkers.

Both suggestions will likely face hurdles in the 
MEPC, the IMO’s environmental decision-making 
body that meets in London on October 22-26, as 
leading industry associations look reluctant to 
endorse them.

EEDI mandates shipbuilders to make newbuildings 
more efficient than the average of their segment’s 
fleet based on its performance between 1999 and 
2008, known as the reference line, by improving 
them by a certain rate, known as the reduction 
rate.

The first phase began in 2015 with a 10% reduction 
rate, to be followed by a second phase in 2020 with 
a 15%-20% reduction rate, depending on vessel 
type.

Phase 3 is still up for grabs, as the IMO has only 
tentatively agreed to introduce it in 2025 with a 30% 
reduction rate for all vessels. Phase four is 
undefined.

An IMO correspondence group composed of 
numerous countries and organisations, including all 
the major shipping associations, has compiled an 
interim report on phase three that will be discussed 
at the MEPC meeting.

A final report will be adopted at the next MEPC in 
spring 2019, cementing the format of the third 
phase.

Most of the group’s members agreed that phase 
three for tankers, bulkers, ro-ro cargo and passenger 
ships should begin in 2025, backed by a 30% 
reduction rate, while containers can be moved 
forward to 2022 with a 30% reduction rate.

But Japan, which has the third-largest orderbook in 
terms of compensated gross tonnes according to 
data from Clarksons, is pushing for modifications in 
the reference lines of large tankers and bulkers and 
higher reduction rates for bigger containerships.

The first change Japan suggests is in the reference 
line for bulkers above 154,000 dwt and tankers 
above 225,000 dwt to remedy what it sees as 
mistakes of the past.

It claims that the data used to develop the original 
reference lines was overpopulated by smaller ships, 
resulting in a lower reference line and more 
stringent requirements for larger ships.

“If a suitable correction was not applied, this would 
prevent the construction of large bulk carriers and 
tankers, lead to the construction of less energy 

WHAT TO WATCH
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efficient small bulk carriers and tankers instead of 
large ones, and affect reduction of total GHG 
emission,” Japan’s submission says.

It is not the first shipbuilding nation to make the 
suggestion; China also proposed changing the 
reference lines for large bulkers and tankers at the 
last MEPC meeting.

However, other key players are not on board.

The industry’s biggest associations, including the 
International Chamber of Shipping, BIMCO and the 
World Shipping Council, submitted their own 
proposal, warning against changes in the reference 
lines.

They argue that alterations would deprive 
stakeholders of a fundamental reference point for 
where the global fleet was between 1999 and 2008 
and of the ability to measure progress over time, as 
the parameters would change.

The associations also alleged that the EEDI’s 
intrinsic value and credibility as a regulatory tool 
would be undermined and this would set a 
precedent for tweaking reference lines whenever 
issues come up in the future.

They also criticised the outcome-driven nature of 
any modifications, that overlook “analytical 
consistency”.

“Recognising the serious problems outlined above, 
the co-sponsors encourage the committee (MEPC) 
to not approve fundamental changes to the EEDI 
reference lines that raise, lower or tilt the original 
reference lines,” the proposal states.

The associations do allow for changes in the lines if 
the initial calculations were incorrect and say that if 
future EEDI standards differentiate requirements 
for size segments, reference lines of the specific size 
could be replicated.

And although Japan said its suggestion maintained 
the “original concept” of the EEDI reference line 
and reduction rate, the associations are not 
satisfied.

When asked about the Japanese proposal, BIMCO 
deputy secretary-general Lars Robert Pedersen 
reiterated that changing the reference lines would 
jeopardise EEDI’s credibility.

He told Lloyd’s List: “Imagine a marathon run where 
you move the starting line half-way through. What 

would you have accomplished passing the finishing 
line? Were the lap times for 10km, 20km, etc valid?”

WSC president and chief executive John Butler also 
feared a loss of credibility and the diminished ability 
of governments, industry, and others to measure 
progress in the fleet over time. “Instead, we believe 
such issues should be handled by amending the 
reduction factor or incorporating some other 
mechanism that addresses the underlying problem,” 
he said.

The Clean Shipping Coalition, an environmental 
non-governmental organisation that also 
participated in the correspondence group, is also 
against amending the reference lines, especially if it 
means relaxing requirements.

“In light of the IMO’s commitment to reduce 
shipping’s total annual emissions by at least 50% by 
2050 and to aim for full decarbonisation in line 
with the Paris Agreement, the EEDI needs to be 
tightened, not loosened. The decisions to be made 
here are a clear litmus test of IMO parties’ and 
industry’s real intentions,” it said.

Less contentious is Japan’s vision for larger 
boxships.

Japan agrees that EEDI phase three for 
containerships should be moved to 2022, but also 
wants to raise the reduction rate for those of 40,000 
dwt and over to 40%, as it claims most ships have 
already attained that reduction rate and it should be 
easy for the fleet to meet it in 2022.

Japan may receive some support from the Clean 
Shipping Coalition, which has called for a 40% 
reduction rate on containers below 80,000 dwt and 
50% above 80,000 dwt.

But is unclear how much support the proposal can 
ultimately garner, especially as associations appear 
reluctant to back it at this stage.

This stems from a lack of sufficient verified EEDI 
data submitted to the IMO. Flag states are not 
obliged to disclose EEDI performances of their 
newbuildings.

The biggest shipping associations, along with Japan 
and Norway, want to change that.

In a submission to the MEPC decrying the 
shortage of entries in the database, they propose 
that reporting newbuilding-attained EEDI values 
becomes mandatory for IMO member states. 
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Vessels would remain publicly anonymous.

While Japan has also co-sponsored the 
submission, some of its co-sponsors have used it 
as basis for holding back on any reduction rate 
changes, at least for the moment.

Mr Pedersen said BIMCO was neutral on this 
point for the simple reason that it was not possible 
to gauge its merit, as the EEDI database lacks 
reporting to a degree that rendered any statistical 
analysis inconclusive.

At the same time, he said, there was enough 
time until potential additional EEDI 

requirements would come into force to allow for 
the database to be populated without delaying any 
decision.

Mr Butler said that changes to the containership 
reduction factors would be best addressed as the 
IMO considered the EEDI Phase 4 standards, as 
there should be a vastly improved data set 
compared with today.

“It will be important to have much better data as 
we consider what reduction rates are most 
appropriate in phase 4 and what year phase 4 
should begin,” he said.

Hull rates hardening in Asia too, 
says Chandan
HARDENING marine hull rates in some Asian 
centres may be the result of developments at Lloyd’s 
in recent months, according to the head of the 
International Union of Marine Insurance’s ocean 
hull committee.

While sensitivities to cartel legislation render IUMI 
office holders traditionally reluctant to talk about 
actual rate levels, Rama Chandan confirmed that the 
current trend is positive from the insurer viewpoint.

Singapore-based Mr Chandan, who works as head of 
marine at QBE, was speaking after a warning at 
IUMI’s conference in Cape Town last month that 
hull rates had hit a low deemed ‘unsustainable’ in 
2017, falling 2.3% to $6.9bn in that year.

However, 2017 to date has seen Lloyd’s of London 
turn the screw on long-term loss making marine 
syndicates, which has improved the tone of the 
market by taking out a degree of excess capacity.

Some commentators have argued that this will 
generate knock-on effects elsewhere, and Mr 
Chandan’s perception seem to bare out this 
prognosis.

“Generally, I think the market is moving up. We are 
definitely seeing that from brokers and the 
shipowners,” he told Lloyd’s List.

The process is most marked in Singapore, the Asian 
maritime centre that perhaps follows London’s lead 
directly, he said. However, he stressed that his 

contention could not yet be quantified on available 
date.

Speaking of ‘Asia’ as a single discreet marine 
insurance market is misleading, Mr Chandan 
cautioned, and it will be necessary to wait and see if 
other Asia hull markets echo what has happened in 
Singapore.

“Other markets are smaller or slower in the 
trajectory, or there is a six-month lag time lag. It 
varies.”

Mr Chandan also discussed the possible 
implications for marine insurers of the International 
Maritime Organization sulphur cap being 
introduced in 2020.

There is a risk that cover could be voided where 
owners do not follow the IMO’s stipulations to the 
letter, including possession of the correct 
paperwork.

“The conditions require that [owners] follow all 
regulations and international rules,” he said. “These 
are measures that shipowners have to take, to make 
sure they conform, unless there is dispensation from 
the flag state.

“There will be some who take the scrubber route 
very quickly in the next 18 months. Unfortunately, 
there will be those who do not take that route and 
there will be no low-sulphur fuel available in certain 
locations, and cover may be compromised. It will be 

OPINION
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a decision that insurers will have to take at that 
point.”

But on a more positive note, he pointed out that he is 
based in Singapore, a major bunkering port: from 
where he is sitting, the degree of engagement seems 
such that most owners will have jumped the hurdles 
in time.

“The port authorities and the shipping associations 
have been quite actively engaged to get this message 
across, and to make sure owners are aware of the 
possible implications. We have seen a lot more 
traction in the past 12 months.

“I am quite confident most will comply, but like 

everything else in this world, there will be some 
— hopefully very few — who will struggle to get 
cover.”

Cyber risk is another important issue, and Mr 
Chandan conceded that product development may 
be necessary to meet client needs. This is only likely 
to come with experience.

“We have not been able to find a product that would 
suit the market at this point. But it is an issue that 
will get more exposure going forward, in view of 
how connected we are in terms of data and 
broadband and charts on electronic chart display 
and information and Dynamic Global Positioning 
systems.”

APL’s Sartini confronts the Pacific paradox
LIFE for transpacific carriers has been good this 
year, but geopolitical stresses and regulatory 
burdens could yet put a dampener on that outlook, 
according to APL chief executive Nicolas Sartini.

While the trade war between the US and China 
looms large in any discussion of the transpacific, it is 
not just on this trade that politics is affecting 
carriers, he told Lloyd’s List.

“Iran is also a big market that has disappeared. Iran 
represented 25% of the Asia-Middle East trade, 
around 20,000 teu to 25,000 teu per week. 
Suddenly this cargo has disappeared because we 
cannot access it after we stopped our activity there.”

While sanctions against Iran were remarked on 
when they were introduced, the longer-term impact 
has gone unnoticed, said Mr Sartini.

“Suddenly you have 25% of a market and 25,000 teu 
a week removed,” he said. “You need three loops to 
carry that and suddenly you have three loops that 
have become redundant. Geopolitics is very 
complicated and has a lot of bearing on our activity.”

Nevertheless, Iran remains a sideshow compared 
with the main event on the Pacific. But even here, 
the full impact is yet to be seen.

“What is paradoxical is that so far, despite the trade 
war, the transpacific has been the most active 
market in the third quarter,” Mr Sartini said.

There are several reasons behind the higher load 
factors and rates, he said.

First, before the end of the second quarter of the 

year — based on the risk of tariff increase and 
disappointing contract rates — some carriers 
withdrew capacity.

Three loops stopped between June and July, putting 
capacity back to where it was last year.

At the same time the US economy and imports were 
booming. And with the trade war looming, US 
importers started frontloading their imports to 
avoid the increase in tariffs.

“Because of these factors there was a big rush and it 
has been the strongest market globally in the third 
quarter,” Mr Sartini said.

How well the rest of the year turns out remains to be 
seen. Customer concerns regarding further tariffs 
could lead to another rush of shipments ahead of an 
increase from 10% to 25% in tariffs on $200bn, 
which are due come into effect on January 1, 2019.

Longer term, there could be changes in trading 
patterns, but production is not about to shift to the 
US instead of Asia, Mr Sartini added.

“The most likely scenario is that the volume will 
continue to be imported but the origin will have to 
shift,” he said. “We are likely to see a shift to other 
Asian economies. The flow will continue, only the 
sourcing will change.”

He said the supply chain will take time to move, 
though Chinese manufacturers are flexible.

“They can reduce costs. Importers in some high-
value sectors that use airfreight will shift to ocean 
shipping and the value of the yuan has already come 
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down,” he said. “All these things will help keep 
Chinese imports going into the US, while some other 
manufacturing will shift to other Asian nations with 
low labour costs.”

To attract those customers for whom speed of 
delivery is essential — those firms that have used 
airfreight to ensure rapid dispatch — APL recently 
launched its Eagle Express X (EXX) service.

It transits Shanghai to Los Angeles in just 11 days 
and offers same-day discharging at onto APL’s 
chassis at the Eagle Marine Terminal.

The “white-glove” service has proved a success, Mr 
Sartini said.

“We believe we have introduced something between 
ocean and airfreight. We are seeing cargo that is 
being converted from airfreight to fast ocean. In 
terms of cost, the equivalent of a 40 ft container by 
airfreight comes to something like $50,000. On a 
premium service that comes down to $5,000.”

And while an aircraft can make the same trip in less 
than a day, Mr Sartini says lead times in booking, 
shipping and clearance can often mean airfreight 
can take six or seven days in total.

“If it is only 11 days at sea then the value proposition 
becomes attractive,” he said.

There are operational constraints, however. To 
deliver make containers available on chassis on day, 
APL needs more terminal space so limits the service 
to 2,000 teu to 2,500 teu per week.

“We are using slightly larger vessels for speed, but 
we cannot use the full capacity of the ships as 
operationally it would not work.”

It still makes sense financially as the return loop 
loads lucrative reefer containers in Alaska.

“It is the only way you could run this service,” Mr 
Sartini said. “Having revenue on both legs makes it 
viable.”

The EXX service will face challenges after 2020, 
however, when new low-sulphur rules enter force. 
Customers forced to pay surcharges on bunkers that 
are based on fuel consumption may not be so keen 
on ships being pushed across the Pacific at 
maximum speed.

Mr Sartini is phlegmatic about the risk, however.

“Maybe the service EXX service will have to slow 
down but non-premium services will have to slow 
steam as well so there will still be an advantage.”

But he will still face an uphill battle in convincing 
customers that surcharges to pay for low-sulphur 
fuel are a good idea.

“Customers understand that it is a good measure 
environmentally,” he added. “They also understand 
that it is a huge cost for the operators.

“It will be $60bn for the entire transport industry, 
$15bn for container shipping. For this to happen 
from one day to the next is something striking. We 
have no way to absorb these additional costs. We are 
already not doing well due to the increase in fuel 
costs since the beginning of the year.”

The plan is to educate customer and allow them to 
budget for it.

“Customers say they support low-sulphur, but they 
also know that at some stage they will negotiate it,” 
he said. “But this one will be very difficult for us to 
compromise due the huge burden.”

The contract season in March and May next year 
will be the big test.

“Our target is to keep the same freight level with an 
additional surcharge that can be easily explained 
and understood by our customers,” Mr Sartini said. 
“We have been talking to our customers and 
educating our sales people because we cannot 
compromise; $15bn for the industry means $1.5bn to 
$2bn for the CMA CGM group.”

Despite the looming sulphur cap and ongoing trade 
wars, Mr Sartini remains optimistic about container 
shipping’s outlook.

“In spite of everything, this year as an industry we 
should still have 5% growth,” he says. On 200m full 
containers carried worldwide, that is another 10m 
containers to be carried in a year. That is quite 
positive and we should try to remember that.”

And with capacity growth set to reduce to 4% next 
year, Mr Sartini said the supply-demand equation 
will come back into balance.

“The bigger mistake would have been not to order 
capacity over the past 10 years,” he said. “It is not 
that we are in a sector where demand is inexorably 
coming down. Imagine if we had not ordered.
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“The complex thing is that you cannot plan that 
demand is going to grow by X% every year. There 
are so many different factors. It is easy to blame the 
operators for being irresponsible and ordering too 
much but we are in a very complicated 
environment.”

So far, APL’s strategy appears to be working. The 

company reported revenue of $3bn on volumes of 
2.6m teu in the first half of the year, with its 
transpacific volumes growing by 3% and intra-Asia 
volumes rising 13%.

APL won the Containership Operator of the Year 
Award at the Lloyd’s List Asia-Pacific Awards last 
month.

THE world containership fleet expanded by 91,000 
teu in September to reach 21.6m teu, taking annual 
growth to date to over 5%, according to Lloyd’s List 
Intelligence.

The figure will make grim reading for carriers, 
following the release of figures from Container 
Trades Statistics showing that volume growth 
through the first eight months of the year was just 
3.5%.

Despite high hopes at the beginning of the year, 
demand has come nowhere near keeping up with 
supply this year. Even a strong third quarter on the 
transpacific has done little to absorb capacity and 
the growing trade tensions between China and the 
US look set to bring even that to a swift end.

And yet tonnage keeps taking to the water.

September saw deliveries of three ultra large 
containerships of over 18,000 teu; Cosco’s 21,000 
teu COSCO Shipping Nebula and 19,000 teu COSCO 
Shipping Scorpio and Evergreen’s 20,000 teu Ever 
Given.

In total, deliveries comprising over 89,000 teu were 
recorded as leaving yards in Asia during last month.

There were no orders recorded for September, but 
that is only because a late-in-the-month 
confirmation of Hyundai Merchant Marine’s 
contract signing with three South Korean yards 
missed the reporting date.

HMM has signed contracts with three South Korean 
yards to build the 20 containerships it previously 
announced.

Daewoo Shipbuilding & Marine Engineering and 
Samsung Heavy Industries will build seven and five 

23,000 teu containerships, respectively, with 
delivery due to begin in the second quarter of 2020.

Hyundai Heavy Industries will build eight 15,000 
teu vessels, with delivery from the second quarter of 
2021.

The move is part of the company’s goal to reach a 
carrying capacity of 1m teu. HMM has a live fleet 
capacity of 391,546 teu, according to Alphaliner. The 
current orderbook now stands at a staggering 93% of 
its existing fleet.

Many industry observers have questioned the 
wisdom of the order, however, as overcapacity is still 
a major issue, particularly on the Asia-Europe trade 
on which the ULCs will be deployed, and given the 
fact that HMM reported a $1.1bn loss in 2017, 
despite rising volumes.

“There has been a constant failure by the carriers to 
achieve any balance between supply and demand,” 
Alphaliner analyst Hua Ju Tan told the Global Liner 
Shipping conference in Singapore. “A lot of that is 
driven by the individual growth strategies of the 
carriers themselves.

“Even some of the weakest have continued to grow. 
This constant fight for market share is not helping 
with the rebalancing of supply and demand.”

Chief among the aggressive carriers was Cosco, Mr 
Tan said.

“Cosco has a massive pipeline of new ships that is 
coming in. Already nine of its 20,000 teu ships have 
been delivered of a total of 17. The Chinese have a 
massive armada of new capacity they are waiting to 
unleash on the market.”

The aggressive expansion of some of these carriers 

ANALYSIS

More orders as carriers compete for 
market share



Lloyd’s List | Daily Briefing Wednesday 10th October Page 9

had caused some of the instability and rate volatility 
that we had been seen in the market, he added.

Moreover, the current spate of orders was unlikely to 
be the end of the matter, Mr Tan said.

“Cosco’s pipeline will come down to zero by 2020, 
but how quickly will they replenish this pipeline, 
particularly considering they have a political agenda 
to feed the Chinese shipyards with additional 
orders? It won’t take too long before Cosco goes back 
on a new ordering spree.”

And while new orders had come in from 
Mediterranean Shipping Co and CMA CGM, the 
“most scary” orders were those placed by Evergreen 
and HMM.

“If you look at the level of HMM’s financial strength, 
they shouldn’t be ordering new ships,” Mr Tan said. 
“But the fact remains that they will because there is 
too much political interference in the industry. This 
is only going to hurt the industry’s ability to attain 
any type of sustainable equilibrium.”

MAERSK Container Industry has secured a major 
order for its refrigerated containers from Hapag-
Lloyd, with the German carrier ordering 8,600 units 
from the box manufacturer.

Production of the reefer units, which will use 
Maersk’s Star Cool Integrated technology, has 
started at its Qingdao facility in China’s eastern 
Shandong province, the company said in a 
statement.

The order, making up the majority of Hapag-Lloyd’s 
recently announced new reefer bookings of up to 
11,100 units, also includes 2,000 ‘controlled 
atmosphere’ containers.

Controlled atmosphere technology enhances the 
shelf life of fruit and vegetables by slowing down the 
produce’s respiration and ripening rates during 
transit.

Upon delivery, Hapag-Lloyd will see its controlled-
atmosphere fleet of reefers boosted to 5,000.

MCI also revealed that Hapag-Lloyd’s new reefers 
are also ready to be switched to a refrigerant blend 
known as R513A, which has low global warming 
potential.

“The use of the R513A refrigerant with Star Cool 
addresses the environmental protection legislation 
for existing technology platforms introduced under 
the European Union’s fluorinated greenhouse gas 
regulations,” said Maersk.

Hapag-Lloyd senior director Niklas Ohling added 
that addition of new energy efficient units to its 
reefer portfolio will play a significant role in efforts 
to cut the carrier’s carbon footprint by a further 20% 
come 2020.

MARKETS

Hapag-Lloyd places major reefer order 
with Maersk

VESSELS taken out of service in 2019 for scrubber 
installations will reduce the fleet supply by as 
much as 4%, a panel of dry bulk ship owners 
agreed.

“The market is already very, very tight,” said 
Stamatis Tsantanis, president and chief executive of 
Seanergy Maritime Holdings. “The minute you have 
10 or 20 ships stuck in different locations the market 
shoots up a lot.”

Despite an estimated 3.9% increase in dry bulk 

tonne mileage growth next year, the group agreed 
there will be a dramatic effect on rates.

“In 2019, 300 to 400 capes will stop to install 
scrubbers within a year,” Mr Tsantanis said at the 
10th Annual Capital Link New York Maritime 
Forum. “You can understand what is going to 
happen with the rates. That by itself is going to 
create a huge supply issue.”

Scrubber installations are not the only drag affecting 
vessel supply.

Dry bulkers see no effective fleet growth 
in 2019
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Even those ships that do not stop to install scrubbers 
will need to take their vessels out of service at some 
point for the better part of a week to clean their 
bunker tanks ahead of the switch to low-sulphur fuel 
and upgrade equipment for the use of new fuel, said 
Hamish Norton, president of Star Bulk Carriers.

There are also several interventions that need to 
take place to install ballast water treatment 
equipment, said Loukas Barmparis, president of 
Safe Bulkers.

Mr Barmparis expects the low-sulphur cap to 
continue impacting supply in 2020 as cost-conscious 
charterers ask owners to slow steam their ships.

“The charterers will not like to take excessive costs,” 
he said. “They will ask the owners to go slower, 
around 24-25 knots. That will be another important 
factor that affects supply.”

The economics of complying with the sulphur cap 
regulations will also lead to increased instances of 
scrapping, said John Wobensmith, president and 
chief executive of Genco Shipping & Trading.

“From a financial standpoint, I do not know how a 
20-year-old cape competes in an $800 a tonne fuel 
environment,” he said. The panel did not voice an 
opinion on the increased fuel price estimate.

IN OTHER NEWS
Trafigura agrees partnership with
IFM Investors
IFM Global Infrastructure Fund 
has agreed to invest an 
undisclosed sum into Trafigura’s 
Impala Terminals.

The parties will jointly own and 
operate a network of 
concentrates terminals in Mexico, 
Spain and Peru, which play a key 
role in the movement of copper, 
lead and zinc in the global 
market.

The deal also includes a fluvial 
operation in Paraguay and a 
Swiss-based global freight 
forwarding and multi-modal 
transportation operation.

India opts to buy Iranian crude 
despite US sanctions
INDIA will continue its oil imports 
from Iran, underscoring the 
South Asian giant’s plan to keep 
buying fuel from the Middle East 
Gulf nation despite the US 
sanctions, India’s petroleum 
minister Dharmendra Pradhan 
hinted on Monday.

Two Indian oil companies have 
made nominations to import 
Iranian oil in November despite 
the threat of sanctions, the 
minister said, which was reported 
by Indian media.

India was discussing options to 
buy Iranian oil with all authorities, 
Mr Pradhan conceded, adding 
that the country is considering a 
different payment system to 
purchase crude from Iran.

Chelsea Logistics bids to develop 
Sasa Port
SASA Port in Davao City, the 
Philippines’ third-largest port 
and main seaport to a market of 
25m people on the archipelago’s 
second-largest island, could be 
receiving much needed 
investment.

According to local reports, Davao-
based Chelsea Logistics Holdings 
has submitted a $295m bid to the 
Department of Transport to 
rehabilitate, develop and expand 
the 80,000 sqm facility.

The bid, under a public-private 
partnership, seeks a 25-year 
concession in return for its 
investment.

Hahn & Co completes SK Shipping 
deal
SK GROUP has completed the 
sale of a 90% stake in its troubled 
shipping arm for $1.35bn to Hahn 
& Co.

The deal, which Lloyd’s List 
reported earlier this month, is 

part of the group’s plan to raise 
cash and cut debt as it jettisons 
the troubled shipping business it 
bought in 1982.

“From SK Group’s point of view, 
SK Shipping is a headache,” said 
a South Korean shipping broker.

Maersk fund invests in US digital 
freight broker
MAERSK is investing in the US 
freight-booking start-up 
Loadsmart.

The company, which uses 
artificial intelligence to automate 
truckload booking flows, 
providing instant pricing to 
shippers, said it had raised 
$21.6m in a Series A funding 
round led by Maersk Growth, the 
incubator fund of the world’s 
largest container line, Connor 
Capital and Chromo Invest.

“We see huge potential with 
Loadsmart,” said Maersk Growth 
head Sune Stilling. “Forward 
integrations between ocean 
shipping and over-the-road 
services can create incredible 
synergies and eventually provide 
a full service to shippers.”

Genco to install scrubbers on 17 
capesizes
DRY bulk owner Genco Shipping 
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and Trading has announced 
plans to install scrubbers on its 
17 capesize vessels, adding to 
the number of owners signalling 
future demand for heavy fuel oil 
ahead of the 2020 sulphur cap.

The New York-listed company did 
not disclose the manufacturer, 

but revealed that the scrubbers 
would cost around $2m each and 
be installed in 2019. It said it was 
in talks with lenders over 
financing for the move.

“Based on extensive evaluation 
and analysis, we plan to fit our 
capesize vessels with scrubbers 

given their trading patterns and 
higher fuel consumption, which 
we expect to result in a very 
attractive payback period,” said 
Genco chief executive John 
Wobensmith.

For classified notices please view the next page.
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