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UK publishes no-deal Brexit 
plans for shipping industry

THE UK HAS published guidance documents on how seafarers and 
shipping companies would be affected by a no-deal Brexit, drawing the 
ire of the country’s largest maritime union.

They are among a batch of 28 documents in total published today, 
including contingency plans for driving licences and passports.

For the maritime industry, there are details on getting an exemption 
from maritime security notifications.

“In a ‘no deal’ scenario EU countries would be unable to issue 
exemptions to vessels, irrespective of registration / flag, operating 
scheduled services from the UK,’’ the technical notice says.

A separate document tackles the recognition of seafarer certificates of 
competency if there is no Brexit deal.

The paper says currently every European Union country recognises the 
certificates issued to seafarers by the other EU countries.

“The certificates must be accompanied by an ‘endorsement attesting 
such recognition’, issued by the country recognising the certificate,’’ the 
document says.

It says that in the event of no deal the UK government will to continue 
recognising all certificates it currently recognises, including those 
issued by EU and European Economic Area countries after exit.

It will also seek third-country recognition of UK certificates by the EU 
under the international standards of training, certification and 
watchkeeping convention.
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The main opposition Labour Party’s shipping 
spokesperson Karl Turner told Lloyd’s List the 
government was failing to protect the interests of 
UK seafarers, passengers, employers and the 
country’s maritime skills base.

“Rather than seeking a transitional deal to buy more 
time to ensure reciprocal recognition of seafarers’ 
qualifications, the government is pretending to show 
willing whilst doing nothing to prepare for a skills 
shortage,” he said.

UK-based maritime union Nautilus International 
slammed the government for not addressing 
questions about the long-term arrangement for 
mutual recognition, which they claim reveals the 
government is actually unprepared for a no-deal 
Brexit.

Nautilus International general secretary Mark 
Dickinson wrote in an e-mailed statement: “Whilst 
the government says that this is ‘not an outcome that 
we expect to occur’, ministers were meeting only 
today to discuss no deal preparations and this notice 
does not tell our members what they should be doing 
now to mitigate the impact of the UK crashing out of 
the EU without an agreement.”

Seafarers’ certificates
Nautilus reported that according to the European 
Maritime Safety Agency, the UK issued 24,375 
Certificates of Competency to masters and officers 
in 2016, the most by any EU member state. 
Meanwhile, 3,410 seafarers with original CoCs 
issued in the UK had valid endorsements by other 
EU member states.

The government clarified that EU countries’ 
endorsement of UK CoCs issued before the country’s 
exit from the bloc would be valid until their 
expiration date.

“So if you’re a UK-trained seafarer with an 
endorsement issued by an EU country, you would be 
able to continue working on board vessels flying the 
flag of that country until the endorsement expires,” 
the government said.

Those countries that want to keep recognising UK 
CoCs after Brexit will have to address the European 
Commission directly to secure permission.

“The European Commission, with the assistance of 
the European Maritime Safety Agency, would assess 
our training and certification systems under this 
procedure,” the government said.

The commission put forward a proposal in May 2018 
to simplify regulation on the mutual recognition of 
seafarers within the union. Nautilus said feedback 
had been submitted and deliberations were entering 
the second round with the European Community 
Shipowners’ Associations drafting a position paper.

“It is disappointing that the technical document 
makes no acknowledgement of the ongoing 
consultation on amending the EU directives in 
question, and contains no much-needed advice to 
seafarers on what they should or could be doing to 
ensure their future employability,’ he pointed out,” 
Mr Dickinson said.

The UK’s Brexit Secretary Dominic Raab said a 
no-deal Brexit was unlikely, but that the government 
would manage the challenges.

“With six months to go until the UK leaves the 
European Union, we are stepping up our ‘no deal’ 
preparations so that Britain can continue to flourish, 
regardless of the outcome of negotiations,” Mr Raab 
said ahead of publication of the papers.

Other technical notices published today cover the 
impact on areas including environmental standards, 
mergers, data protection and certification for 
manufacturers.

“Our members deserve better than this,” Mr 
Dickinson said.

“In or out of the EU, Britain depends on shipping 
and seafarers and my members need clarity and 
certainty for the years ahead, to ensure that Brexit 
does not create new barriers to their continued 
employment. This document does not do that.”

‘Time is running out for UK ferry ports’
MILLIONS of pounds of investment in necessary 
infrastructure at UK ro-ro ports to cope with a 
no-deal Brexit may prove worthless if the UK and 
EU end up forging a customs agreement within the 
next few months, port operators have warned.

Portsmouth is among ferry ports drawing up 

infrastructure and contingency plans for queueing 
lorries with taxpayers’ money on the line.

The port will have to spend “millions” on inspection 
posts and land infrastructure in case there is no 
Brexit deal, Mike Sellers, port director of 
Portsmouth International Port, told Lloyd’s List.
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“We are planning for the worst-case scenario, but we 
will not be ready if that is in March next year,” he 
said on the sidelines of a British Ports Association 
event in Westminster this week.

However, Mr Sellers said that he was concerned 
about signing off on multi million-pound 
investments while there was a chance that a Brexit 
deal might be inked in the next few months that 
would render this infrastructure obsolete.

Portsmouth’s port is owned by Portsmouth City 
Council, meaning it would be taxpayers’ money that 
would fund such investment.

With just over six months to go until March 29, UK 
and EU negotiators have yet to forge an agreement 
on a post-Brexit relationship.

It means Portsmouth, and other UK ports such as 
Grimsby, are in an uncertain predicament.

Grimsby fishing market chief executive Martyn 
Boyers said it was vital for businesses to know what 
any new rules and regulations might be.

“We can comply with anything,” he told Lloyd’s List. 
“All we need to know is what the rules of 
engagement are and we’ll get on with it.”

Mr Boyers described the current situation as “a 
shambles”.

The UK’s Secretary of State for International Trade 
Liam Fox told port and ferry operators that while 
maintaining close links with the EU was important, 
global demographic and economic shifts offered 
opportunities to a UK outside the EU.

“Very many people in Britain don’t understand the 
scale of what is happening in that wider economy,” 
he said at the BPA event. “The IMF has pointed out 
that 95% of growth in the next 10-15 years will be 
outside of continental Europe.”

Mr Fox said the UK was working on new trade deals 
with the US, Australia and New Zealand and was 
considering potential new regional agreements 
similar to the Trans-Pacific Partnership. The 
government also wants to elevate exports as a share 
of gross domestic product from the current 30.5% 
level to nearer 35%.

Mr Sellers backs something along the lines of a 
customs union as 85% of Portsmouth’s business is 
related to ferries travelling to and from France and 
Spain.

Customs checks may have significant consequences, 
as Portsmouth handles 400 heavy goods vehicle 
movements per day. An additional two-minute check 
could lead to traffic backing up for six or seven 
hours, Mr Sellers added. It echoes a similar warning 
from Dover, which predicts 17 miles of traffic queues 
on the M20 in Kent if traffic through the port is 
delayed by a couple of minutes per vehicle.

“Ports need an agreement with the EU that 
preserves the advantages of a customs union and 
single market membership as much as possible,” 
said Andy McDonald, the opposition Labour Party’s 
spokesman for transport. “The current political 
economic environment presents a challenge to us to 
somehow hardwire trade into public policy and 
public infrastructure decisions.”

Mr McDonald told Lloyd’s List he believed the UK 
was headed towards a no-deal Brexit.

Frangou links launch of Navios Containers 
to KG collapse
THE collapse of the German closed-end investment 
fund KG system was a trigger for the launch of 
Navios Maritime Containers, the group’s chief 
executive Angeliki Frangou has told investors.

The group, which already includes listed companies 
focusing primarily on dry bulk carriers and 
tankers, had been watching the container market 
for seven years, “wondering when to step in”, 
according to Ms Frangou, speaking in recent days 

at a presentation for the containership owner’s US 
roadshow.

A strict believer in counter-cyclicality in shipping 
and investment in distressed assets, Ms Frangou 
said that the group had identified 2016 as the 
container sector’s “darkest point”.

“The sector imploded in 2016,” she said. “You had 
the collapse of the commodity complex including 

WHAT TO WATCH
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oil and iron ore, the opening of the new Panama 
Canal, an expected event and yet it created a 
tremendous fear that the vessels designed 
specifically to pass the canal all of a sudden were 
thought to have no use. Lastly you had all these 
events culminating in the bankruptcy of Hanjin.

“At that moment it was the darkest point of the 
container sector and finally at that point we saw the 
collapse of the KG system.”

Navios Containers was established in April 
2017.

Describing KG operators as “irrational players” that 
had channelled $60bn into the container sector, Ms 
Frangou said the system was a fundamental factor 
in the sector’s recovering health.

“Finally the KG market is dead and we don’t have 
the oversupply,” she said. “We stepped in when the 
lenders finally decided to pull the plug on these 
zombie companies.”

Data cited by Navios showed just 9% of 
containerships ordered between 2013 and 2018 
were contracted by German owners, compared with 
44% ordered in 1999-2008.

“We had high scrapping, no new orders and we 
built up a portfolio of vessels,” said Ms Frangou.

Navios Containers currently has a fleet of 26 
boxships with five more lined up to acquire in 
connection with its initial public offering which, if 
successfully completed, will see the company listed 
on the Nasdaq Global Select Market.

IUMI delegates gather with marine 
premiums on the rise
DELEGATES to the International Union of Marine 
Insurance conference can expect positive news on 
premium levels when the organisation unveils its 
latest statistics on sector trends, Lloyd’s List has 
learned.

Secretary general Lars Lange indicated in a 
telephone interview that - while he could not divulge 
specific details in advance of publication – rates are 
at long last heading in the right direction.

IUMI conference attendees in Tokyo last year had to 
digest the revelation that marine premiums had 
fallen from $30.3bn in 2015 to $27.5bn in 2016, a 
drop of 9%.

But anticipations of an upturn were boosted by 
outgoing IUMI president Dieter Berg earlier this 
year, who went so far as to call an end to the soft 
market.

While any concretely discernible turnaround will be 
greeted warmly by the sector, which has been beset 
by soft rates for the last two decades, Mr Lange 
warned that it is still too early to declare that 
problems are over for the niche.

“It may be a different picture with regard to 
premiums and to claims, but we are still in troubled 
water, definitely,” he said.

One factor likely to have been at work is recent 
market developments at Lloyd’s of London, still the 
biggest single hull market worldwide.

A number of syndicates have sharply slashed marine 
books, flatly refusing to write cover at a loss 
anymore.

Meanwhile, Lloyd’s performance managers have 
made it clear that consistently loss-making 
syndicates are for the chop.

Even though Asia and other regions have gained 
market share in the last period, the hope be that 
what is happening in the UK capital could ultimately 
influence pricing worldwide.

However, Marcus Baker, head of marine at 
megabroker Marsh and himself a conference 
attendee, counselled caution on expectations of any 
dramatic upturn.

Mr Baker reports that his firm, which can get a big 
picture view thanks to the international nature of its 
activities, is finding a range of appetites out there 
that varies region by region.

“What do they say, one swallow does not a 
summer make, or something? There’s clearly still 
a lot of pressure coming from Lloyd’s,’’ he said. 
“But exactly what that is going to mean over the 
next six to 12 months, and how the market reacts, 
I don’t know. Maybe we are going to see a bit more 
discipline.

“There’s still an enormous amount of capacity 
outside of London for marine business, but maybe 
that influence will be less this time round.”
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The theme of this year’s official IUMI conference, 
being held in Cape Town, ‘managing emerging 
risks and exposures – think the unthinkable’.

In practical terms, that will mean a concentration 
on the impact of technology on the once staid 
marine insurance industry.

“We would like to focus on changing markets and 
we are very well aware that we have to change 
ourselves,’’ Mr Lange said. `̀ The catchwords are 
digitalisation, big data, blockchain, internet of 
things, automation. Digitalisation is a 
gamechanger, not only for our own business but 
for the business of our clients. This is something 
that will run like a red line through all 
workshops.”

Insurtech is widely seen as a tool that will ensure 
more profitable prices and significant cost 
efficiencies, with enhanced number crunching of 
historic ship voyage and casualty data generating a 
better understanding of marine risk.

The Maersk/EY-led blockchain initiative is also 
hailed as ultimately a likely winner.

“I’m right behind insurtech, it will mean 
fundamental changes to how we look at our 
business, how we look at our clients’ business, how 
we help our clients. Perhaps we can even 
restructure products,’’ Mr Baker said.

“Maersk are all over it, Maersk are pushing it hard 
with other shipping companies. Could you see a 
time where cargo insurance on ships is done on 
blockchain? Of course you could.”

The Cape Town conference will see Mr Berg hand 
over the presidency to RSA’s Richard Turner.

It marks the first time the job has been held by a 
London insurer since IUMI was founded in 1874.

Mr Turner is chief executive of RSA’s newly 
created post-Brexit unit in Luxembourg, where he 
moved with his family at the start of the month.

But he continues to oversee marine units in nine 
countries throughout Europe and in Dubai. Mr 
Turner served on IUMI’s executive committee 
between 2011 and 2015, and before that he was a 
member of IUMI’s nominating committee, and 
has held a number of other industry positions.

The Interview: Bob Sanguinetti
UNSURPRISINGLY for a schoolboy growing up in 
Gibraltar in the 1960s and 1970s, Bob Sanguinetti 
was always captivated by the sea.

Half a century later — after three decades in the 
Royal Navy and more recently a stint running 
Gibraltar Port Authority — he finds himself sitting 
behind a desk a stone’s throw from Southwark 
Cathedral, as new chief executive of the UK 
Chamber of Shipping.

Running a trade association is a long way from 
commanding warships in battle conditions, as Mr 
Sanguinetti did in both the first Gulf war and the 
Kosovo conflict.

But he is confident that many of the skills he learned 
in the Royal Navy are eminently transferable.

“The principles of leadership are the same in any 
environment,” he notes. “I’ve always believed that if 
you want to get most out of your team, you treat 
them collectively and individually exactly as you 
would want to be treated yourself.”

The secret is to show respect, ensure that people are 
aware of their roles, and an awareness that a team 
can only perform as well as its weakest link, he says.

After starting his latest position as recently as last 
July, his immediate priority is getting properly 
acquainted with the UK merchant shipping scene.

In the first instance, that entails sitting down for 
face-to-face discussions with the Chamber’s 200 
members, who range from shipowners of all shapes 
and sizes to tug companies, offshore operators and 
maritime services firms such as shipbrokers, law 
firms and marine insurers.

“My first task is to get a really good understanding of 
what the concerns and what the issues are. I’m going 
out, I’m engaging directly, and it’s something that I 
need to do not just in London, but across the UK 
shipping community.”

Top of the ‘to do’ list
But it already seems clear that one issue is going to 
be top of the ‘to do’ list for much of the coming 

OPINION
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period, and that issue, of course, is Brexit.

Mr Sanguinetti has already set out stall on this one, 
at least in part, in an earlier interview with Lloyd’s 
List. A no-deal Brexit, he warned then, would have a 
huge impact on trade, and not a positive one either.

“It effects, to a greater or lesser extent, the wide 
shipping community. On the one hand, it effects the 
ferry operators who are offloading 8,000-9,000 
trucks a day through Dover at one end of the UK to 
Holyhead at the other end of the UK,” he 
comments.

In addition, there is also a need to understand the 
post-Brexit regulatory framework, so that the 
shipping industry can support logistic companies 
and satisfy the demands of both the business 
community and consumers.

Cruiseship operators need to know the implications 
of leaving the EU for duty free goods and visa 
requirements for passengers who wish to come 
ashore in the UK.

If the UK can strike new trade deals, that will lead 
potentially to new trade, perhaps with some 
emerging markets in southeast Asia and Africa, and 
thus increased demand for container shipping.

And all British shipping employers, whether they are 
hiring seafarers or professionals for shore-based 
roles, need the ability to attract best people to jobs 
in the UK and on UK flag vessels. Work visas and 
mutual recognition of qualifications are necessary to 
ensure a continued flow of talent

“I expect we will go through some sort of transition 
phase, so we do not have to have all the answers and 
all the infrastructure and protocols in place by 29 
March.

“But it would certainly help to get an idea — sooner 
rather than later — of what the destination looks 
like, so we can plan to get there, with interim 
arrangements in the meantime.”

Relationship with government
While shipping is never going to have the electoral 
salience of commuter rail fares or building new 
bypasses, politicians do on the whole get its 
centrality to the UK economy, Mr Sanguinetti 
insists.

He cites in evidence the Maritime Growth Study of 
2015, the subsequent review, and Maritime 2050 
strategy.

The CoS is guaranteed an input into the relevant 
policy areas, and has built a good relationship with 
government.

“The relationship across government departments 
interested in shipping is working much better than it 
might have been a number of years ago. It is not just 
the Department for Transport, it’s Business, Energy 
& Industrial Strategy, it’s the Department for 
International Trade. The relevant departments are 
engaging much more closely than they were in the 
past.”

The sulphur cap
Second only to Brexit in the new man’s in tray is the 
sulphur cap. Is British shipping ready for 2020, I ask 
him?

“There is still an element of wait and see. But by and 
large, most companies have devised their own 
strategies for dealing with the introduction of the 
sulphur cap,” he says.

Solutions are based around the fitting of scrubbers 
or the use of low-sulphur fuel oe distillates, or some 
mixture of the two. Meanwhile, shipping companies 
are talking to suppliers to ensure that all the 
necessary infrastructure is in place by 2020.

“One concern I have is the need for uniformity in 
enforcing and policing the new regulations, to 
ensure that the UK shipping community is operating 
on a level playing field with the wider international 
shipping community.

“What is still not totally clear is how that will be 
implemented across jurisdictions. But that is 
something we will be working very closely with the 
DfT to ensure.”

The sulphur cap may even go some way to improving 
the industry’s image with the wider public. But Mr 
Sanguinetti believes that in recent years, shipping 
has come a considerable way in presenting itself in a 
much cleaner, fairer and more accurate light.

“Clearly, there will always be tensions between 
adhering to environmentally-driven regulations and 
the commercial imperative.

“But there’s no reason why they can’t both live in the 
same space, and in the UK shipping community, that 
is very much the case.”

Mr Sanguinetti welcomed the International 
Maritime Organization’s stated intent to halve 
carbon emissions by 2050 and eventually eliminate 
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it altogether, which he described as a challenging but 
realistic target.

Another of his priorities will be safety, which he has 
since his time in the Royal Navy regarded as 
something of paramount importance. Safety is 
something that P&I clubs have long taken a lead on. 
But Mr Sanguinetti believes the buck stops with the 
owners.

“It’s a job for everybody. As the representative body 
of the shipping industry, we represent shipowners 
and we represent seafarers working on their 
vessels, so this is something that spans across the 
divide.”

Welfare at sea is another important issue. In an era 
of increased automation and leaner manning, we 
need to understand the impact on individuals at sea, 
who are still spending considerable amounts of time 
away from their loved ones.

He is also an advocate of diversity, and readily 
admits that the industry hasn’t exactly covered itself 
in glory in opening up opportunities for women to 
serve at sea.

“Women represent about 3% of the seafaring 
community,” he says “We can do better, and I 
welcome initiatives such as Women in Maritime, 
being spearheaded by Maritime UK. We’ll continue 
to support that.”

Finally, he also believes that a trade association 
representing the shipping industry has a 
responsibility to promote free trade. Free trade 
brings prosperity, shares prosperity, and leads to 
growth to all concerned, he maintains.

“It is perhaps of a little concern that we have heard 
rumblings of protectionism over recent months. We 

are very much supporters of free and open trade.
“If Brexit brings with it the opportunity for further 
trade across the globe, we very much welcome 
that.”

Military man comes ashore
Bob Sanguinetti was born in Gibraltar in 1965 and 
studied civil engineering at Oxford University and a 
war studies MA at King’s College London on a Royal 
Navy scholarship.

After graduation, he spent the best part of three 
decades with the RN, rising to commanding officer 
on both a minesweeper and a frigate.

He also undertook a wide range of desk jobs for the 
senior service, with involvement in naval 
procurement, ending up as head of intelligence at 
the RN’s national operational headquarters in 
Northwood.

In 2014 he took his first civilian job, as chief 
executive of the Gibraltar Port Authority, turning 
around declining volumes of bunker sales and 
cruiseship calls and instituting double-digit growth.

He has been at the Chamber since July 2018.

Now that three grown-up daughters have fled the 
nest, Mr Sanguinetti lives with his wife, his springer 
spaniel Tinto and his “very lazy cat” Toffee in 
Petersfield in Hampshire. That gives him a one-hour 
rail commute into London, and a 15-minute walk the 
other end.

“I like historical novels, because I like history, but I 
like history brought to life and made more vivid,” he 
says of his relaxation pastimes. He particularly 
enjoyed Edward Rutherford’s book London, which 
follows a number of families from the Celtic era to 
the late 20th century.

Viewpoint: Regulated to death
THERE is something almost romantic about the 
term “high seas”, writes Michael Grey. It speaks of 
immense spaces, the uncontrolled void between 
continents; a world away from the tidiness of life on 
land.

I sailed with a master who would do a little dance on 
the wing of the bridge when we crossed the 100-
fathom line outbound, to signify his delight at a 
temporary freedom from the endless nuisance of the 
ports and the perils of the coast.

When messaging was by Morse and every word 

expensive, the high seas meant that he was “got at” a 
lot less by all the people who bothered him when the 
ship was more easily reachable. He was a sort of 
living exponent of the delights of “the Freedom of 
the Seas”, endlessly cheerful during long ocean 
passages, no matter what the elements threw at him, 
before his cares once again descended with the 
imminence of landfall.

But that, of course, was before an age of universal 
environmentalism, before satellite tracking and well 
before the advent of instant on-demand 
communication between ship and shore.
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The high seas really were “beyond national 
jurisdiction” simply because there was no practical 
means of controlling what went on out there.

It is all changed today and while the geography of 
the world has not altered, there is, under the UN 
Convention on the Law of the Sea, a regime 
prescribing the governance of the oceans, mostly to 
protect it against environmental harm and man’s 
propensity for rape and pillage.

Unclos is by no means perfect, but it at least acts as a 
brake on a sort of free for all, made more feasible by 
runaway technology.

It is this explosion of technology which could well 
facilitate deep ocean mining, the control of extensive 
oceanic areas to protect supposedly threatened 
species, or industrial fishing that has now provoked 
a need to update Unclos.

It is hoped that by 2020 there will be new legal 
instruments to afford greater protection for the 
ocean.

These will deal with “conservation and sustainable 
use of marine biological diversity of areas beyond 
national jurisdiction”, which sounds perfectly 
reasonable when you say it without thinking too 
hard.

But they could facilitate a multitude of restrictions 
on the operation of shipping in those once free seas.

The International Chamber of Shipping has 
concerns about this initiative, suggesting that there 
is a risk that its well-meaning efforts could cut 
across the responsibilities and powers of shipping’s 
principal regulator – the International Maritime 
Organization.

The special event on shipping issues was held for UN 
government negotiators, jointly organised at the UN 
by the ICS, IMO and the governments of the 
Marshall Islands and Norway, along with the 
assistance of the Norwegian Shipowners’ 
Association.

Proper regulators
Speaking at the New York meeting, ICS chairman 
Esben Poulsson was at pains to point out that the 
shipping industry was not opposed to the objectives 
of the UN negotiators in their efforts to protect the 
oceanic environment.

But he felt it necessary to emphasise the role of the 
IMO as the proper regulators of shipping “even on 
the high seas” and to underline the fact that ships do 
not operate in a “regulatory vacuum”.

You might think that the UN would not need to be 
reminded of the role of its specialist daughter 
agency, with its 174 member states, along with its 
comprehensive regulatory architecture covering 
every aspect of ship operation and protection of the 
marine environment.

But I guess there is a very real risk that some well-
meaning conservationist lobby group will persuade a 
body, composed of international lawyers and non-
commercial interests, that the health of the oceans 
needs its overarching regulatory protection, thence, 
for instance, fencing off great areas to protect them 
from the depredations of shipping or fishing 
interests.

“Freedom of navigation” they might argue is such an 
outdated and old-fashioned concept, when new 
proposals for Marine Protected Areas designed to 
prevent ships striking whales appear very attractive 
to people who don’t acknowledge the importance of 
shipping in their lives and love these mysterious 
creatures.

The IMO, which many believe is one of the few UN 
agencies that actually does a reasonable job, has 
been under attack lately, various suspicious interest 
groups criticising its supposed lack of transparency 
and suggesting that it has suffered from “capture” by 
industry.

So, some robust championing of the IMO and its role 
is possibly important, when other agencies seem to 
be muscling in on a regulatory regime that has 
served the users of the sea quite well for half a 
century.

We might also argue that the shipping industry is 
not some pirate kingdom, but something reasonably 
well regulated by its system of port and flag states 
auditing; a sector largely inhabited by people who 
are well disposed to the need for a healthy maritime 
environment and who willingly accept a whole raft 
of regulatory constraints designed for its protection.

But for some people, you can never have enough 
regulations.
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ANALYSIS

Hurricane Florence to hit dry bulk the hardest
HURRICANE Florence is poised to hit the US 
Atlantic coast on Thursday. It has been downgraded 
to a Category 2 storm, with winds at 110 mph (175 
km/h).

An estimated 10m people are under some form of 
storm watch, with emergencies declared in North 
and South Carolina, Virginia, Maryland, Georgia 
and Washington DC.

“The time to prepare is almost over, disaster is at the 
doorstep and it’s coming in,” North Carolina 
governor Roy Cooper said.

Dry bulk exports from the region are a significant 
concern, particularly for the Hampton Roads area.

Tankers will be less hit, but the Jones Act market 
and international flag medium range two vessels will 
see some impact.

Dry bulk exports from the Atlantic coast are 
concentrated in southern Virginia, which is expected 
to be impacted, but not as severely as locations 
further south.

Speculation continues to swirl around impact on the 
clean product tanker markets.

As of Thursday, the impact on the Colonial Pipeline 
distribution network is unknown. This pipeline is 
the key artery of clean product supply from the 
refining hub in the US Gulf to the US Atlantic coast 
demand hub.

We should see Jones Act tonnage quickly snapped 
up for refined cargo movements to the affected area 
to refill depleted supplies after the evacuation is 
complete and recovery efforts begin. Jones Act 
vessels are a significant supplement to the clean 
product trade south of Cape Hatteras.

However, a Jones Act waiver would be expected if 
tonnage is exhausted and internationally flagged 
ships are required.

Tanker owners should not be overly concerned by 
the immediate impact of the storm.

This part of the US does not see a substantial 
number of tanker imports. The heatmap below 
shows all clean product tanker stoppages over the 
past year, and there are a minimal number in the 
affected region.

As most refining infrastructure should weather the 
storm, this impact will be more pronounced on the 
refined product distribution network and the follow-
on effects on demand over the next several weeks.

As for crude tankers, there are some uncertain 
aframax positions resulting from ships diverting due 
to the storm, which may lead to some cargoes 
negotiating rates on interesting terms.

Other ship types should see minimal impact. If the 
storm dives south and the ports of Charleston, South 
Carolina, and Wilmington in North Carolina, are 
damaged it may result in the diversion of some 
containerships to other eastern seaboard ports.

LNG exports should not be affected from the eastern 
seaboard. Cove Point, which accounts for most of the 
LNG export volumes from the US Atlantic coast, is 
located further north in Chesapeake Bay, and is not 
expected to be impacted. The Elba Island terminal 
in Savannah is not expected to start exports until 
late 2019.

The storm has taken the course of least possible 
impact to most shipping markets, but for its true 
effects, only time will tell.

CONTAINER shipping under the current alliance 
system is restricting competition, falsely inflating 
pricing and failing to improve service standards for 

customers, according to the new head of the Global 
Shippers’ Forum.

MARKETS

Box shipping alliances ‘restricting 
competition and inflating pricing’
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“There is no benefit to shippers from the alliance 
system because it’s the same old ships but service 
standards have fallen,” Sean van Dort told Lloyd’s 
List.

The forum’s chairman said even though the 
container shipping sector was suffering from 
structural overcapacity, the alliance system enabled 
lines to create capacity crunches by withdrawing 
services, as seen on eastbound transpacific trades 
this year where rollovers have become common and 
rates have spiked.

“This is virtually cartel behaviour and can lead to 
price fixing, so these are perilous times for the 
shipper,” he said. “When governments permit 
shipping lines to merge and then they ‘cartel out’ 
their agency network so three principal businesses 
are handled by one agency, for example, then there’s 
no competition and the dangers of them ‘carteling’ 
and price fixing are very evident.”

Under the current regime, Mr van Dort said SMEs 
were most adversely affected by surcharges and 
cargo rollovers because they had neither the high 
volumes nor the resources of big shippers to help 
negotiate better deals with lines.

“Large volume shippers are protected by long-term 
contracts — the majority of the big brands in this 
world have minimum volume commitments with the 
shipping lines and they are protected,” he said. “It is 
the small and medium exporter who does not have 
contracts who gets affected and who has to pay these 
charges and somehow stay in business.”

Mr van Dort, who is also director of Logistics and 
Digital Services Integration for MAS Capital and, 
until recently, chairman of the Sri Lankan Shippers’ 
Council, took the chair at the GSF earlier this year.

He succeeded Bob Ballantyne, chief executive of the 
Freight Management Association of Canada, who had 
been in the role since GSF’s incorporation in 2011.

With reliability levels of container shipping services 
regularly far lower than shippers would like, and 
cargo rollovers an ongoing problem, he said there 
was still relatively little that shippers could do to 
push for improved service standards.

“The shipping lines have never spoken to 
associations or shippers to ask how they can improve 
their services. They hide behind the forwarder or 
consolidator and they never engage us,” he said.

“GSF believes shipping lines are not transparent in 
their pricing. It’s the structure of the industry and 
the pricing mechanisms that’s at fault. We would like 
market conditions to decide pricing, simple as that. 
But lines don’t want that.”

He also told Lloyd’s List that the imposition of extra 
fees such as emergency bunker surcharges were 
applied without any cross-industry transparency.

He believes that because lines have hedging 
strategies on fuel, and each of these strategies is 
different, it then follows that any surcharges 
introduced to pass on the extra cost of fuel to 
shippers must also vary because the ‘cost’ to each 
line of higher fuel prices depends on the success of 
their hedging strategy.

“We’re looking at legal action about this,” he said. 
“The shipping lines don’t provide any rationale to 
explain these charges.”

He also claimed the assumption by lines that they 
would be able to pass extra fuel costs on to shippers 
when the International Maritime Organization’s 
global cap of 0.5% sulphur content comes into force 
in 2020 was misplaced.

“They have already started talking about it,” he said. 
“The low sulphur content is a bunker issue, but they 
already have bunker charges and bunker 
surcharges.”

While Europe abolished price-setting conferences in 
2008, consortia regulations enabling lines to form 
alliances and vessel sharing agreements remained 
exempt from normal competition law. However, the 
consortia block exemption is reviewed every five 
years and, with the next review due in 2020, GSF 
intends to fight its continuation for a sector that uses 
it for “anti-competitive practices”.

“It should be removed; it should be open to free 
market policy,” said Mr van Dort. “This is the only 
industry that has this exemption now; why should 
they get protection?

“We vehemently oppose the extension of this and we 
will pursue this through our connections in the 
European Union, through the European Shippers’ 
Council and the Freight Transport Association. We 
will protest very strongly about this and get them to 
remove this protection.”
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IN OTHER NEWS
Chief executive’s departure leads to 
management reshuffle at IBIA
THE International Bunker 
Industry Association is 
embarking on a management 
restructuring as its current chief 
executive Justin Murphy 
prepares to depart.

IBIA chairman Michael Green 
said the organisation had 
“flourished” under Mr Murphy’s 
guidance over the past year and 
half.

“It is with great sadness that that 
we must bid farewell to Justin, 
but as one door closes another 
opens.”

Seaspan plans to raise more capital
SEASPAN has announced a plan 
to offer $150m of its series I 
preferred shares to the public a 
week after securing a $150m 
loan.

Shares are priced at $25 each, 
with the offering set to expire on 
September 19, according to a 
statement by the container 
shipping tonnage provider.

Seaspan intends to file an 
application to list the shares on 
the New York Stock Exchange 
following the offering. It said: 
“Seaspan intends to use the net 
proceeds from the offering for 
general corporate purposes, 
which may include funding 
acquisitions, debt repayments 
and redeeming certain of 

Seaspan’s existing preferred 
shares.”

The share offer follows a 
September 4 announcement that 
the company had closed a $150m 
credit facility.

MOL and Magsaysay launch new 
seafarer school
MITSUI OSK Lines and 
Magsaysay Maritime Corporation 
has inaugurated a new maritime 
education facility in Philippines 
to provide integrated training to 
seafarers.

The school, named MOL 
Magsaysay Maritime Academy, is 
located in Dasmariñas City, 
around 30 km south of Manila.

It is the first academy of such a 
type in the region, with a total 
investment of $2bn and a 13.7 ha 
campus capable of handling 900 
students a year.

Teekay Tankers increases liquidity 
through leaseback
Teekay Tankers has announced 
the completion and closure of 
sale-leaseback transactions on 
six aframax tankers.

The deals will result in $60m in 
added liquidity after the 
repayment of outstanding debt 
on the vessels, according to a 
statement.

The company will bareboat 
charter-in the vessels for nine to 

10 years. Teekay has the option 
to buy after two years, and a 
purchase obligation upon the 
expiration of the agreements.

The tanker unit saw losses of 
$27m in the second quarter that 
the company said were the result 
of lower spot rates and the expiry 
of various time-charter 
contracts.

HNA’s attempted sale of box leasing 
business was ‘overpriced’
HNA Group’s latest move to sell 
its container leasing business 
follows an initial attempt earlier 
this year that was considered to 
be overpriced and failed to 
secure buyers.

The Chinese conglomerate, 
which intends to use the disposal 
to reduce its debt pile, held 
separate talks with several 
interested leasing firms at the 
start of 2018, according to people 
familiar with the matter. One 
Asian lessor said the assets put 
up for sale comprised HNA’s box 
leasing units — Seaco and 
Cronos — at a combined price 
close to their book value.

A spokesperson from Shenzhen-
listed Bohai Capital, an HNA 
subsidiary that owns 100% of 
GSC, declined to comment. A 
Seaco representative in 
Singapore did not immediately 
respond to an email seeking 
comment. 

For classified notices please view the next page.
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