
Lloyd’s List | Daily Briefing Wednesday 19th September Page 1

Daily Briefing
Leading maritime commerce since 1734

Wednesday September 19, 2018

Move revealed to review 
2020 sulphur regulations

SHIPPING’s biggest flag states and organisations have called for a 
change to the implementation of the 2020 sulphur cap that could 
ultimately lead to its revision.

While the authors are adamant this is not a delay in the 
implementation of the 2020 sulphur cap. the priavte document seen by 
Lloyd’s List calls for the application of an “experience building phase” 
(EBP).

It is being tabled by BIMCO, Intertanko and Intercargo and the flag 
states of Panama, Liberia, Marshall Islands and the Bahamas for 
consideration by the Marine Environment Protection Committee.

“This paper does not suggest the 1 January 2020 date should be 
changed. Neither does it suggest that the ban should not be adopted at 
the MEPC 73 in October,” BIMCO deputy secretary general Lars 
Robert Pedersen told Lloyd’s List when contacted for comment.

The MEPC, which is the ultimate environmental decision-making 
authority of the International Maritime Authority, is due to convene in 
London next week.

While the document does not make clear for how long that any grace 
period would last, it would allow all stakeholders to provide input on 
an “inclusive IMO process that will enable the current challenging 
regulatory requirements to be safely addressed without unduly 
penalizing individual ships”.

The paper does not elaborate what would constitute and undue 
penalisation.
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“EBP includes data collection and analysis to allow 
MEPC to identify aspects of implementation that are 
working well and to shed light on issues that are less 
effective and require further attention,” the paper 
says.

It suggests that a low sulphur compliant fuels data 
gathering, and analysis plan be included in the EBP.

The envisaged data analysis would include safety or 
environmental hazards. That analysis would then be 
used as evidence when considering if the regulatory 
framework needs to change.

The IMO has steadfastly said there will be no delays 
to the introduction of a sulphur cap on January 1, 
2020, or any kind of transitional period.

Debate over the 14 year-old Ballast Water 
Management Convention concluded with two-year 
partial reprieve last year, causing many to question 
the IMO’s credibility and some to believe to this day 
that a delay in the sulphur cap is coming.

One of the organisations conspicuously absent from 
the proposal is the International Chamber of 
Shipping, which just released a provisional guidance 
for preparation of compliance with cap.

ICS deputy secretary general Simon Bennett 
explained that ICS did not co-sponsor the paper 
because it was unable to fully consult with all of its 
national shipowner associations during the late 
summer period and secure consensus on every 
matter in time for the submission deadline.

“ICS is very sympathetic to the serious issues raised 
in the Marshall Islands paper about the safety and 
compatibility of compliant fuels after 1 January 
2020 , and the urgent need for these issues to be 
addressed by IMO Member States at the MEPC 
meeting in October and the next Maritime Safety 
Committee in December.  No one is calling for a 
postponement of the 2020 implementation date,” Mr 
Bennett said.

Trade wars will bring risk and opportunity 
for shipping
TRADE wars are “just another type of disruption” 
that will create winners as well as losers, according 
to a strategist with links to the UK’s exit from the 
European Union.

Mats Persson was speaking at the International 
Union of Marine Insurance conference after US 
president Donald Trump announced another round 
of tariffs aimed at some $200bn-worth of Chinese 
goods, a move Beijing said it would retaliate 
against.

Mr Persson said President Trump’s latest decision 
marks a significant escalation in trade tensions 
between the US and China.

The key question is how China chooses to respond, 
with options including counter-tariffs, regulatory 
measures that work against US exporters, or 
currency moves, he said.

However, Mr Trump could lose political support if 
the fall-out starts hitting US consumers and small 
businesses, especially in the wallet.

Mr Persson outlined three possible scenarios.

In the best case, there would be de-escalation, and a 
reversal of tariffs as common sense prevails.

In the most likely case, there will be continued 
uncertainty, with Mr Trump periodically upping the 
ante and China responding on an ad hoc basis.

In the worst case, there could be a global trade war, 
with the widespread imposition of blanket tariffs. 
Mr Trump could even take the US out of the World 
Trade Organisation altogether, as he has threatened 
to do.

Mr Persson, who was an advisor to former British 
prime minister David Cameron and is now EY’s UK 
Brexit strategy leader, said marine insurers should 
prepare for a range of likely responses.

These include friction and deadweight cost 
increases, making it more costly to move goods; 
oversupply of ships; decline in consumer confidence; 
repatriation of supply chains; and increased 
technology and automation

“These trade wars are just another type of 
disruption and, like all disruptions, will cause 
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winners and losers,” Mr Persson said.

The emergence of new regional alliances will shake 
up trade. While that will mean fewer tonne-miles 
overall, new trade routes will emerge.

China might source commodity imports differently, 
especially crude oil. There could also be localisation 
of supply chains and greater investment in 
infrastructure.

Other risks to the maritime industry were also 
addressed at the conference.

Richard Neylon of law firm Holman Fenwick & 
Willan set out security risks in a number of regions.

Piracy in the Gulf of Guinea is sporadic, with recent 
incidents of hijack for cargo theft purposes. Given 
the capabilities of some groups in the Niger Delta, 
further hijacks are to be expected, he said.

In the Indian Ocean, Somali piracy has pretty much 
been in hiatus since May 2012, although two ships 
have been fired on this year and naval interdictions 
are ongoing.

In Yemen, the chief risk is of collateral damage. The 
risk from insurgency is assessed as moderate, and 
from terrorism, low. Many ports are currently 
closed.

The Libyan coastguard has on some occasions 
attacked merchant vessels. But following 
international pressure, it is currently focusing on 
migrant trafficking.

Standard marine insurance clauses provide that a 
vessel can be deemed a total loss after an owner 
loses use of a ship for 12 months, and this provision 
has been invoked in a handful of cases involving 
arrest in emerging market jurisdictions.

When faced with this situation, the best tactic is to 
rely on local court proceedings and on diplomatic 
initiatives.

Cyber risk is gaining ground as a major risk. 
While data theft is doubtlessly inconvenient, 
distributed denial of service attacks, known as 
DDoS attacks, are an increasing concern right now. 
DDoS attacks can easily can shut down entire 
businesses.

China retaliates after US imposes 
$200bn of new tariffs
THE US has intensified its trade war with China by 
imposing new import tariffs of $200bn on Chinese 
goods.

China responded by saying it had choice but to 
retaliate to a situation where about half of all 
Chinese imports to the US are now subject to new 
duties.

Beijing issued a statement after President Donald 
Trump imposed 10% tariffs on about $200bn worth 
of imports from China.

“To protect its legitimate rights and interests and 
order in international free trade, China is left with 
no choice but to retaliate simultaneously,” the 
commerce ministry’s statement said.

It did not specify what action it would take.

President Trump threatened duties on about 
$267bn more if China retaliated to the latest US 
action.

In a statement on Monday, the president said in the 
event of a response from China, “we will 

immediately pursue phase three, which is tariffs on 
approximately $267bn of additional imports.”

The Port of Los Angeles has said that a substantial 
part of its trade would be at risk from the new 
tariffs.

Nearly 60% of the port’s overall trade is with China, 
according to spokesman Phillip Sanfield.

“We are anticipating about 20% of our cargo would 
be exposed,” he said. “That doesn’t mean we would 
lose 20%. What happens depends on a lot of 
different equations.”

The market’s response to tariffs could be an 
increase in consumer prices, reduced profit 
margins for companies, a shift to new suppliers or 
reduced trade overall.

The port will have to wait and see how that 
balances out, said Mr Sanfield.

“We would like to see negotiated settlements 
instead of tariffs,” he said. “We believe that’s the 
best way to address trade issues. The maritime 
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industry does not do well with uncertainty and the 
tariffs have created uncertainty.”

Previous rounds of tariffs had mixed effects at the 
Port of Los Angeles.

There was a “push forward” of cargo earlier in the 
year, said Mr Sanfield, some of which the port 
believes was cargo owners trying to get ahead of 
tariffs.

In August, the port began to see a softening in 
trade volumes, and it is possible there will be more 
of a softening in the fourth quarter.

At the Port of New Orleans in the US Gulf, the 
effect was more pronounced.

Preliminary data indicates breakbulk imports at 
that port, which are made up mostly of steel and 
aluminium, two products targeted with tariffs 
earlier in the year, were down 30% in the first six 
months of the year, said port spokesman Donnell 
Jackson.

At the Port of New York & New Jersey, where the 
majority of cargo is either going to or coming from 
China, tariffs have not slowed the port’s rapid 
growth, said spokesman Steve Coleman.

“We have not experienced any impact,” he said. 
“Our cargo numbers are currently running at 
record pace. We’re 7% above last year, which was 
already a record.”

The new round of US tariffs will apply to almost 
6,000 items, including handbags, rice and textiles.

They will take effect from September 24, starting at 
10% and increasing to 25% from the start of next 
year unless the two countries agree a deal.

The latest round marks the third set of tariffs 
imposed so far this year.

In July, the White House increased charges on 
$34bn worth of Chinese products. Last month, it 
brought in a 25% tax on a second wave of goods 
worth $16bn.

Reuters cited one senior securities market official 
as saying that US trade actions against China will 
not work as China has ample fiscal and monetary 
policy tools to cope with the impact.

“President Trump is a hard-hitting businessman, 
and he tries to put pressure on China so he can 
get concessions from our negotiations,” Fang 
Xinghai, vice chairman of China’s securities 
regulator, said at a conference in the port city of 
Tianjin. “I think that kind of tactic is not going to 
work with China.”

President Trump said the latest round of tariffs was 
in response to China’s “unfair trade practices, 
including subsidies and rules that require foreign 
companies in some sectors to bring on local 
partners.”

Box port outlook dims amid trade war clouds
GROWTH forecasts for the container port sector 
have been cut owing to growing uncertainties 
surrounding the escalating US-Sino trade war.

On the day that the Trump administration 
announced the largest round of tariffs on Chinese 
goods so far, Drewry revealed that it had revised its 
forecast of a 5.7% annual growth figure over the next 
five years stated in June to a more modest 4.3%.

In a webinar, Drewry said that over the past 12 
months, the rolling annual growth has been at a 
healthy 5%-6% for the industry.

However, it warned there have been signs that the 
growth rate has been slowing, citing the prospect of 
a full-blown trade war between China and the US, 
the world’s two largest economies, as the likely 
cause.

Drewry advised that forward-growth projections 
could be further downgraded as the trade spat 
between the US and China remains very much a 
moving target.

This was emphasised by the news that broke earlier 
today out of the US, concerning how President 
Trump had made good on his word of introducing a 
10% tariff on another $200bn of Chinese goods. The 
new taxes will take effect on September 24.

Having downgraded its outlook for the port sector, 
Drewry’s ports and terminals senior analyst Neil 
Davidson said the potential impact of the ongoing 
trade war is multi-faceted because there are several 
permutations.

“It may well be that a significant proportion of that 
trade (Chinese imports into the US) continues to 
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move after the tariffs are applied, but American 
consumers simply have to pay more for those goods,” 
he said.

Or, he added, that a proportion of cargo will stop 
moving as the tariffs will make it uneconomical for 
Chinese exporters. This may mean that exporters 
will seek alternative markets and move cargo to 
another trade lane, said Mr Davidson.

“But it may be the case that US importers may be 
able to find alternative import sources other than 
China, which will mean traffic still flows but comes 
from other parts of the world,” he added.

The most likely scenario in the short term, however, 
is that cargo continues to move, and US consumers 
pay more, explained Mr Davidson.

If indeed this is a protracted trade war, then he fears 
that the US will come under increasing isolation as a 
consequence of protectionist policies, trading less as 
the rest of the world makes up for the deficit.

“Ultimately, the US is an important market but there 
are major markets elsewhere that exporters will seek 
to exploit,” he said.

Maersk prepares for further integration 
of business
TWO years after launching a major strategic 
realignment, Maersk Group is expected to set out a 
reshuffle in management positions as it continues to 
develop its integrated transport and logistics 
strategy.

The Danish group, which includes the world’s largest 
container line, is understood to be preparing a 
change in responsibilities in its senior management 
team.

While no details have yet emerged, the company is 
expected to make a statement as soon as tomorrow.

Maersk announced in September 2016 that it was 
transforming its structure to focus solely on 
transport and logistics.

In an interview with Lloyd’s List at the time, chief 
executive Søren Skou said the company would be 
pulling out of its energy businesses over the next two 
years.

Since then, it has successfully completed the $7.5bn 
sale of Maersk Oil to Total, and sold Maersk Tankers 
to AP Moller Holdings, the family holding group 
behind Maersk.

Efforts to sell Maersk Drilling have been less 
successful as difficult market conditions have led 
Maersk to push a divestment of the company beyond 
2018.

But it has found a solution, with plans to list Maersk 
Drilling as a separate entity.

In response to enquiries from Lloyd’s List, a Maersk 
spokeswoman said that Maersk was on a 

transformation journey that would take three to five 
years to complete.

“Within container logistics we are progressing well 
with the integration of our transport and logistics 
businesses including the integration of Hamburg 
Süd, synergies between APM Terminals and Maersk 
Line and the integration of support functions,” she 
said.

The integration of Maersk’s transport and logistics 
businesses would continue as part of its strategy, she 
added.

When Maersk launched its transformation 
programme it said it would focus solely on transport 
and logistics, forming an integrated company based 
around Maersk Line and encompassing APM 
Terminals, logistics business Damco, towage 
operator Svitzer and container maker Maersk 
Container Industry.

Mr Skou said the main focus of the company would 
be “delivering best in class transportation and 
logistics services as an integrated transport and 
logistics company” by building on the group’s 
position within container transport and port 
operations, and significant position in supply chain 
management and freight forwarding.

There have been suggestions, however, that Maersk’s 
move to more deeply integrate its businesses may go 
further than just a shake-up of management 
responsibilities.

One source told Lloyd’s List that there could be a 
closer relationship between Maersk Line and 
Damco, Maersk’s logistics unit.
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Maersk inherited Damco when it acquired P&O 
Nedlloyd in 2005, and it became the operational 
arm for all Maersk’s logistics business.

Before the strategic review in 2016, Damco operated 
as a separate company within Maersk Group, 
alongside the liner, terminal and other businesses.

Since the first quarter of this year, Damco’s business 
is no longer split out and is covered in Maersk’s 
logistics and services reporting line, which also 
includes APM Terminals’ inland activities, 
intermodal haulage and trade finance services.

Despite rising revenues, this segment saw ebidta fall 
38% year on year in the second quarter to $28m as 
rising costs, particularly in IT projects, affected the 
bottom line.

A deeper integration of Damco with Maersk Line 
would make sense for the company as part of its 
move to further coalesce its service offering. Maersk 
has made much of its efforts to digitalise the supply 
chain from pick up  to delivery and by bringing 
Damco closer to Maersk Line, customers would have 
a ‘one-stop shop’ for containerised cargoes.

It is notable that at the beginning of this month, 
Damco’s digital freight forwarding service Twill was 
rebranded from being a “Damco innovation” to a 
Maersk product.

Maersk has helped drive the horizontal integration 
across the container shipping sector, most recently 
with its acquisition of Hamburg Süd. Now it seems 
set to further the vertical integration by bringing 
more of the supply chain under the Maersk brand.

MARKETS

Dry bulk owners remain upbeat 
about the market
LIMITED ordering of new vessels and higher 
demand growth is behind optimism about the dry 
bulk shipping market among some executives.

“Supply is actually the best news we can have in the 
dry bulk space,” said Seanergy Maritime Holdings 
chief Stamatis Tsantanis, adding that this was 
historically the lowest supply numbers in years.

“Certainly, this is going to create a significant upside 
in the market for the years to come,” he said during 
a panel discussion at the Marine Money Asia 
conference in Singapore.

Year-to-date deliveries are sitting at 19m dwt, with 
a further 9.2m dwt still to come, according to a 
report by Breamar ACM. Even if there were to be 
no slippage from this number, it would still give 
2018 the lowest level of shipyard deliveries since 
2006.

China Navigation’s managing director James 
Woodrow said market fundamentals looked 
reasonably balanced, pointing towards a recovery.

Further, demand for iron ore and coal from China 
and India remained strong, the panel agreed.

However, the trade in grains and minor bulks is 
likely to see faster growth than coal and iron ore 
shipments.

Pacific Shipping chief executive Mats Berglund noted 
that the industry was on the mend after one of the 
worst downturns in history and was still at an early 
stage of recovery.

Still, there remained hope for dramatic increase in 
freight rates and asset values, he said.

“Typically, when the market is strong the price of a 
five-year-old is close to or touching new building 
price,” he said. “We are extremely far away from that 
point in the cycle, which suggests that freight rates 
will go further up such that secondhand prices 
follow… only at that point we need to worry about 
market taking a turn.”

However, the panel’s opinion remained divided 
about the capesize segment, with 47 new valemaxes 
with a carrying capacity of 62m tonnes of cargo 
annually hitting the market next year.

According to David Palmer chief of Wah Kwong 
Maritime Transport Holdings, these 47 valemaxes 
would take up the jobs of 100 capes.

“But when market is weak, the cape market will be 
more volatile than it is today and I think the market 
needs to adapt to that situation.”

This would also drive smaller owners with three or 
four capesizes out of the market, he conceded.
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Meanwhile, Mr Tsantanis said he did not see any 
threat from the new valemaxes.

Vale’s new vessels will be delivered when large 
quantities of old tonnage are expected to be 
scrapped and the miner raises iron ore sales.

Fall in Australian wheat exports aids 
tonne-miles
LOWER wheat exports from Australia will aid 
tonne-miles as Asian buyers look further afield for 
supplies, according to Australia’s Bureau of 
Agricultural and Resource Economics and 
Sciences.

Total wheat production is forecast to drop to 19.1m 
tonnes for the 2018/2019 season, down about 10% 
from the previous season, due to a severe drought 
across the country’s east coast.

“Australian exports are limited from supply 
restrictions before the new-crop arrival in late 
November 2018,” according to BullPositions’ 
managing director Jesper Buhl. “Current estimates 
for 2018/19 show continued dry conditions leading 
to a further drop in annual export supplies.”

Banchero Costa echoed the view, saying the lower 
wheat production “could reduce exportable supplies 
as domestic demand takes precedence”.

Australia typically exports two thirds of its wheat. 
Its biggest customers are Indonesia, India, and 
other countries in Asia, said Bancosta.

“However, despite the potentially lower wheat trade 
between Australia and its largely Asian customers, 
tonne-mile demand could still get a boost if buyers 
look further afield to Canada, the US, and 
Argentina for supplies,” Bancosta said in a note.

“Australia’s production woes also overlap with a 
poor harvest in Russia, which has been fuelling 
global supply concerns — a factor that may also lay 
the foundation for increased wheat shipments from 
the Americas into Asia,” it added.

Maritime Strategies International said in a report 
that there is a “potential for increased shipments 
from the Black Sea to Asia over the next 3-4 
months as Asian buyers look to fill the gap left by 
weaker Australian output” following the drought.

This should benefit the handysize and supramax 
segments, it said, adding that through grains trade, 
rates could rise to $9,800 per day and $13,000 per 
day, respectively.

There is also potential for Argentinian exports, the 
consultancy said.

Sourcing from the former Soviet Union would 
require 1.5 times the tonnage that would be needed 
from Australia, while volumes from Argentina 
would require double the tonnage, MSI said.

While Russia may have less to offer, Ukraine may 
be able to pick up some of the slack.

Cargill’s new export terminal in Ukraine will be able 
to handle 5m tonnes of grains per year. It is scheduled 
to become operational by the end of the year.

UK box haulage squeeze is ‘a consequence 
of structural decline’
THE current squeeze in UK container haulage 
capacity, which has led to increasing levels of 
delayed and failed pickups and deliveries, is a direct 
consequence of the long-term structural decline of 
road freight, according to one shipping line 
experiencing the difficulties first-hand.

Geest Line’s commercial general manager Jeremy 
Bristow told Lloyd’s List in an interview: “While 
one-off and external factors such as the disruption 
at Felixstowe, road network congestion, rail 
availability and high cargo volumes have aggravated 

the situation, the underlying cause is the chronically 
poor health of the trucking sector generally.”

Rising operating costs and low margins mean there 
has been little incentive for many firms to invest in 
new vehicles despite demand rising for haulage, 
while driver shortages — symptomatic of a 
developing recruitment crisis — have compounded 
their plight, he said.

“The result is that many hauliers are under huge 
pressure, struggling to make money and are taking 
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on more work than they can handle with too few 
people.”

Such fragility in what are key service providers 
leaves Mr Bristow to conclude that “we are not 
paying enough for our haulage”.

He added: “I think the real cost of running 
containers around the country is far higher than a 
lot of us in the shipping and logistics industry are 
paying for.”

A niche carrier, Geest Line operates five ships 
between Dover and Vlissingen, in the Netherlands, 
and the east Caribbean. It carries up to 8,000 
pallets of bananas per week on the eastbound leg, 
while westbound loads are made up of anything 
from a 40 ft reefer full of chicken, to a JCB 
excavating machine, to a pallet of baked beans.

Most of the difficulties the company is having with 
haulage concern exports out of the UK. For example, 
Mr Bristow said recently Geest Line had lost £800 
($1,000) on one job because the driver was two 
hours late. “So we had to pay for what was a wasted 
journey. We then reloaded three days later. And 
that’s just one example; you might have five of those 
in one day.”

He underlined that flexible customers can accept an 
hour’s delay as long as they are kept regularly 
informed.

“But when it’s the bigger logistics companies, who 
may have timed to be loading or unloading 50 trucks 
in a single day, problems can and do arise because if 
you miss your slot, it’s very difficult to get it worked 
— and there’s a cost to that,” he said.

“We would love our customers to do more merchant 
haulage themselves because, frankly, it would 
remove what has become a very taxing and costly 
activity.”

Mr Bristow said recent reports of the imposition of a 
six-day delay on export collections of boxes out of 
the UK by one major shipping line reflected the scale 
of the dearth in haulage.

“The big lines’ problems are probably compounded 
10-fold compared to ours,” he noted. “Whereas we 
can deal with the small to medium-sized haulage 
companies, they need to use everybody given the 
number of boxes they need road transport for.”

He went on to highlight the overall shrinkage in the 
haulage pool. “This summer, one of our largest 
hauliers, which was doing 20-30 loads for us over 
72-hour periods, went bust,” Mr Bristow noted.

“About a month ago, a haulage company based in 
Southampton which had 50 trucks on the road went 
out of business, hitting some of the bigger container 
lines hard. I can only see the capacity situation 
worsening as we move into the peak season.”

IN OTHER NEWS
Noble to sell more bulkers under 
restructure
NOBLE Group is selling off some 
of its bulker as part of its 
restructuring efforts.

The Singapore-listed company 
said it expects to complete the 
disposal of two more Panacore 
bulkers — the Ocean Ambition 
and Ocean Forte — shortly, 
according to a statement on its 
website.

It follows the sale of two other 
vessels — the Ocean Integrity 
and Ocean Vision.

The sales, which amount to 
$95m, allow Noble to retire about 
$63m in debt, leaving net 
proceeds of $32m, it said.

Shipping investment trust targets 
$250m in London IPO
LEGG Mason affiliate 
EnTrustPermal is looking to 
launch a shipping investment 
trust at the end of October 
through a $250m initial public 
offering on the London Stock 
Exchange.

EnTrustPermal is seeking to 
issue 250m shares in its Blue 
Ocean Maritime Income close-
end company and trade on the 
LSE’s specialist fund segment, it 
said

The trust will target a yield of 7% 
a year by providing debt finance 
to “high quality’’ shipping 
companies.

Maersk containership navigates 
Arctic route
THE first containership to follow 
the northern sea route is 
approaching the end of its 
voyage, having safely navigated 
Arctic waters.

Most recent data placed the 
Venta Maersk just over 40 
nautical miles off the northwest 
coast of Norway, according to 
Lloyd’s List Intelligence

The 2018-built 3,600 teu ice-
class Maersk Line vessel left 
Vladivostock in mid-August 
bound for St Petersburg via the 
top of Russia to test the viability 
of the route, which has become 
more accessible due to rapidly 
melting sea ice.
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BW chief defends ‘very generous’ 
offer for Dorian
BW GROUP chief executive 
Andreas Sohmen-Pao has said it 
will be hard to sweeten the 
proposal to acquire Dorian LPG.

Speaking to Lloyd’s List on the 
sidelines of the Marine Money 
Singapore meeting, he said his 
company had already provided a 
“very generous offer” given the 
underlying economics of the deal.

“And it’s then difficult to justify to 
our shareholders going beyond 
very generous,” he said. 

For classified notices please view the next page.
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