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Atlantic Basin faces compliant 
fuel shortages in 2020

THE ATLANTIC BASIN will likely see heavy fuel oil surpluses and 
compliant fuel shortages in 2020, according to Fearnley Securities.

The reverse will happen in the Far East, although tanker trades could 
improve the balance in either scenario.

The Atlantic Basin already has a surplus of HFO due to its “simpler” 
refineries, which drives volumes from the Caribbean, Black Sea, Baltic 
and Rotterdam to the Far East with its “complex” refineries that run a 
low-HFO yield, Fearnleys’ senior analyst for oil and tanker markets 
Dag Kilen said.

Given that it will take time for Atlantic Basin refineries to upgrade, 
there will be a period of even higher HFO surplus in the region, once 
the majority of the global fleet shifts to compliant fuels from 2020 with 
the introduction of the 0.5% sulphur cap.

“The only hope these simple refineries then got is to ship the surplus to 
the Far East where it either can be used by power plants, if the price is 
low enough to compete with gas and coal, refineries or sold as bunker 
fuel since the Far East mainly has complex refineries who have a low 
HFO yield,” he told Lloyd’s List.

Speaking at the Capital Link Forum this week, Mr Kilen said recently 
there has been 8m barrels of HFO in the market per day, with half of 
that destined for shipping. At least two-thirds of that will disappear 
overnight, he said.

The dichotomy between simple and complex refineries means the 
reverse relationship will be true for the availability of 2020 compliant 
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fuels; concentration will centre around east and the 
Atlantic Basin will see shortages.

Mr Kilen told Lloyd’s List he does not foresee spare 
capacity for compliant fuels in the Atlantic Basin, as 
its main supply sources either face internal problems 
or are simply insufficient to service the industry.

The US has shown signs of struggling distillate 
supply lately, possibly due to the growing use of 
shale oil in the refinery mix, and much of the shale 
oil is rich on gasoline versus distillates, he observed.

And while Russia has upgraded a lot of refinery 
capacity in the past few years and is now exporting 
much more gasoil versus fuel oil than previously, 
these volumes have already been absorbed by the 
market, as distillate and gasoil demand has been 
very strong since 2009, Mr Kilen said.

“The Far East and Middle East is different however, 
as the Middle East now gets closer to another round 

of mega-refineries commissioning, and China has 
got spare capacity to provide more gasoil,” he said.

Capacity in China is with the state-owned oil 
companies who reduced their runs in response to 
the teapot boom a few years back to avoid flooding 
the market, he added.

“I therefore believe compliant fuels availability will 
be better east of the Suez than in the Atlantic Basin, 
although these trends are likely to be evened out by 
tankers moving the volumes between the surplus 
and deficit regions, driven by arbitrages,” he said.

The sulphur cap, along with capital intensive 
regulations like the Ballast Water Management 
Convention, may drive owners to consider scrapping 
older tonnage rather than spending for compliance.

Mr Kilen said owners with vessels with scrubbers 
could use some of their older ships as floating 
storage units for HFO instead of scrapping them.

Lloyd’s List Asia Pacific Awards winners 
revealed
INDUSTRY-leading innovation and enhanced 
efficiency across the supply chain won the day at the 
Lloyd’s List Asia Pacific Awards 2018, held in 
Singapore on Thursday evening.

The winning line-up of entries for the annual 
celebration of excellence and outstanding 
performance in shipping was dominated by a 
common thread of innovative responses to industry 
issues, including clean fuel, digitalisation and 
enhanced efficiency of operations.

“To move forward, the industry needs bold 
leadership to stimulate creative thinking and new 
solutions — and that is what we have seen here 
tonight in Singapore in all our winning entries,” said 
Lloyd’s List editor Richard Meade.

CMA CGM walked away with the evening’s top prize 
— Company of the Year.

The independent judging panel cited the container 
line’s impressive commercial performance as a key 
factor but said that the combination of a market-
leading investment in LNG-fuelled vessels, the 
establishment of a start-up incubator, investment 

beyond maritime into logistics and a consistent 
commitment to safety and environmentally friendly 
operations all added up to make a winning formula 
for the 2018 honour.

The Lifetime Achievement Award went to the 
founder and senior chairman of IMC Group, Tan Sri 
Frank Tsao Wen King.

The award recognised Mr Tsao’s long and illustrious 
career over 70 years, in which he has played a 
pivotal role, not just in shaping the growth of the 
maritime industry, but in promoting maritime 
education and research across Asia.

While Mr Tsao, 92, was unable to attend the 
ceremony in person due to ill health, the award was 
collected on his behalf by IMC Industrial Group 
managing director Ryan Chan.

In other categories, DNV GL walked away with the 
Data Innovation Award, but was also recognised for 
its involvement in the Environment Award-winning 
Green Corridor Project, established to find an 
environmentally friendly way to transport iron ore 
and coal between Australia and China.

WHAT TO WATCH
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The judging panel was “seriously impressed by the 
collaborative way in which this extraordinary joint 
industry venture has pioneered LNG-fuelled dry 
bulk transport and is now super-sizing the initial 
project with a very large ore carrier platform”.

In the sector specific categories, Berge Bulk won Dry 
Bulk Operator of the Year, APL won Containership 
Operator of the Year and Synergy bagged the 
Shipmanager of the Year prize.

The glittering ceremony, held at Singapore’s Shangri-
La Hotel, saw more than 450 guests turn out to 
cheer on the winners of the coveted awards.

A 40% increase in the number of entries this year 

across all sectors and countries highlighted the 
growing demand from companies seeking 
independent recognition of their achievements to 
stand out in a tough market.

“Lloyd’s List established these awards more than 20 
years ago to recognise the talent and consistent 
quality inherent in shipping, through good times 
and bad, and promote positive change and 
innovation,” said Mr Meade, speaking at the 
ceremony.

“We offer our congratulations and admiration to all 
the awards winners for their individually impressive 
achievements and their collective commitment to 
quality which sets the standard for others to follow.”

BIMCO fast-tracks sulphur cap compliance 
clause
BIMCO, the international shipping association 
representing shipowners, has fast-tracked the review 
process for a clause concerning compliance to the 
International Maritime Organization’s 2020 sulphur 
cap legislation.

In the new clause, which could be published by the 
end of October, experts set out time charterers’ 
obligations and liabilities in providing fuel of the 
required sulphur content post-2020, with fuel 
management remaining the responsibility of the 
owners.

The association expects the new clause — known as 
the BIMCO 2020 Global Marine Fuel Sulphur 
Content Clause for Time Charter Parties — to 
become a standard component of time charters in 
the future, according to a press release from the 
group.

The compliance clause is the first of four 
clauses that BIMCO plans to publish by early 

2019 dealing with 2020 bunker issues.

The clauses will cover the transitional period 
leading up to and immediately after January 1, 
2020, and scrubber-related issues. BIMCO’s 
existing suite of time charter bunker clauses 
would be reviewed to adapt them for post-2020 
“if needs be”, according to the release.

The clauses will address, among other things, 
the quantities of fuels on board ships at redelivery 
and possible cost sharing between ship owners and 
charterers for the installation of scrubbers.

Issues of tank cleaning, fuel disposal and scrubber 
breakdowns will also be addressed.

If there are other types of contracts that need to be 
looked at in the context of 2020, the same group of 
experts will examine those to ensure a consistent 
approach, BIMCO said.

Owners will face higher P&I costs after soft 
2019, Gallagher warns
A SOFT P&I renewal is in prospect for 2019 despite a 
continuing fall in premiums in real terms and the 
likelihood of rising claims and lower investment 
income, according to a report from Arthur J 
Gallagher.

The broker predicts the likely outcome will be a 
negative impact on the sector’s aggregate bottom 

line, which is already near break-even point.
Technical results will be forced down and combined 
ratios will rise, as investment income increasingly 
struggles to make good the gap, the report’s author 
Malcolm Godfrey, executive director of AJG’s 
marine P&I division, said.

In the longer term, rates on offer for 2019-20 may 
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prove neither realistic nor sustainable, with future 
general increases higher than may otherwise have 
been the case, he adds.

The warning comes after the facts and figures 
presentation at the International Union of Marine 
Insurance conference in Cape Town last week, at 
which Cefor statistician Astrid Seltmann also used 
the word ‘unsustainable’ in relation to hull rates.

With some indications that hull rates at Lloyd’s have 
hardened fractionally in recent months shipowners 
seem on the cusp of a double whammy insurance 
hike in the medium term, after an extended period 
in which underwriters have regarded rates as ‘too 
low, too long’.

Clubs offered a varied response to the Gallagher 
document, with Gard insisting that they understood 
owners’ needs for predictability.

The marine mutual works to smooth out cycles as 
much as possible, it added.

“Our premium policy is based on a strategy of 
long-term steadiness and sustainability, with the 
ability to withstand volatility due to severity of 
claims, and fluctuation in investment returns, from 
year to year,” said Bjornar Andresen, chief 
underwriting officer.

This entails moderation when setting premiums and 
returning excess capital to the membership by 
means of a reduction in the deferred to call when the 
clubs deems itself to possess excess capital.

Skuld chief executive Stale Hansen said that P&I 
clubs are at the moment generally well capitalised, 
but admitted that the market is competitive.

Premiums are quite low and, combined with 
competition and churn, margins are under pressure, 
he conceded.

“If — and it’s only an if — shipping activity increases 
and correspondingly claims increase, it could be 
challenging to keep premiums level, because 
expectations of returns on investment income over 
the next few years are low.”

No one at the UK Club or the American Club was 
available for comment. North did not immediately 
respond to a request for comment.

Analysis by Mr Godfrey found that collective free 
reserves at International Group clubs rose by $469m 
last year, and now stand at $5.76bn.

Moreover, that total was reached notwithstanding a 
$30m capital distribution by Britannia and $128m 
of return calls. Since the year end the UK Club has 
redeemed its $100m hybrid capital and the Swedish 
Club has announced a return of premium for the 
2018-19 policy year.

Indeed, 2017-18 was notable in that all IG clubs 
opted for a 0% general increase, which resulted in a 
7% decline in actual premiums collected, after 
adjusting for returns.

Entered tonnage rose around 3%, leaving a shortfall 
of some 10% between expected and projected 
premium per gross tonne.

This shortfall can be attributed to churn, strong 
competition on newbuildings and increased 
deductibles.

But there is no getting around the fact that, 
compared with 2016-17, premium income with 
which to meet P&I claims is down between $200m 
and $225m.

According to Mr Godfrey, it now seems “inevitable 
that premiums will continue their downward spiral 
to unsustainable levels during the current year”.

Soft premiums are broadly tenable in the benign 
claims environment seen over the past two years. 
Unfortunately, key indicators — including both 
financial and policy year claims per gross tonne 
— have turned upwards.

In part this is down to significantly below average 
levels of pooling losses in 2016-17 returning to more 
typical levels for 2017-18, while the improved 
trading conditions for many owners have led to more 
claims.

Mr Godfrey expects more pressure from claims in 
2018-19, which could arise from even a small 
number of major claims.

For instance, a 10% increase in claims could mean a 
collective loss of $400m loss for 2018-19.

Clubs have earned $975m of investment income in 
the past two years, following the market corrections 
of 2015-16, which generated negative investment 
income $104m.

Negative investment income may again be on the 
cards for 2018-19, and in case, most asset classes are 
unlikely to duplicate their performance over the last 
two years.
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According to Mr Godfrey, the very size of the 
$5.76bn sitting in the clubs’ collective balance sheets 
hinders their chances of justifying a premium 
increase to their shipowner members.

Nor can any individual club break rank and 
demand a premium increase when competitors — 
who may well be financially stronger anyway — do 
not.

In relative terms, P&I premiums are now generally 
lower than in the 1980s, despite decades of inflation 

and the impact of tougher regulation and 
environment concerns increasing the relative value 
of claims.

Some clubs have attempted to diversify into niches 
such as mortality and expense lines, small ships and 
energy. But many of these sectors are prone to the 
same cycles as existing P&I.

Skuld has even gone into non-marine business and 
is believed to have lost money thanks to the run of 
natural disaster last year.

COMMENT

The Interview: Rajesh Unni
NOT MANY maritime executives tick quite so many 
eclectic boxes as Rajesh Unni. The 45-year-old is a 
modernist believer in the transformative potential of 
technology, a champion of women in shipping, a 
wellness at sea innovator, a Master Mariner and an 
alumnus of Harvard Business School.

He is also the founder and chief executive of one of 
the world’s fastest growing shipmanagement 
companies.

Capt Unni’s ascent in the world of shipmanagement 
has been rapid. Starting out as a deck cadet, he took 
command of his first ship at the tender age of 26 
before moving ashore in 2000 to work for Fleet 
Management in Hong Kong. Just six years later he 
founded Synergy Group. Its expansion since has 
been impressive and, more recently, accelerating.

In 2016 the company managed close to 100 ships but 
as Lloyd’s List goes to press the fleet has passed the 
185-vessel mark. And, with Synergy managing 
multiple newbuilding projects for existing owners 
and further organic growth anticipated, Capt Unni 
expects the fleet of bulkers, oil tankers, chemical 
tankers, gas carriers and containerships to swell to 
well over 225 during 2019.

With offices located around the world, Synergy now 
employs more than 7,000 shore and sea-going 
personnel and trains thousands of officers and 
ratings each year at state-of-the art centres located 
in Manila and Chennai. It might not be an industry 
behemoth just yet, but it is well on its way.

Capt Unni, however, believes that size is not 
everything even as Synergy’s fleet swells. Indeed, he 
subverts the typical debate over the benefits of 
economies of scale in ship management.

“I think in terms of where we want to be, we want to 
be seen as a brand that people aspire to be,” he told 
Lloyd’s List from his head office in Singapore. “I 
think whether it is 50 ships or 400 ships, the key 
driver, or the key motivation, is what is deliverable 
on service and quality.

“Second comes size. Big is only beautiful if 
economies of scale are achieved without 
compromising on tailored services without loss of 
management efficiency. I don’t think it would be long 
before the people start talking about diseconomies 
of scale, where there are too many layers of 
management, lack of control and too many locations.

“If you continue to do well with what you have, 
growth generally happens. We’ve been fortunate. We 
started 12 years ago and we have not seen a year 
where we have not grown.”

According to Capt Unni, even though the 
shipmanagement sector has seen rapid consolidation 
in recent years, the purchasing cost reduction 
benefits of a larger fleet — often a key touchstone for 
executives pursuing and justifying expansion via 
mergers or acquisitions — are also often overplayed. 
He believes operational and resource capacity and 
flexibility are far more important in terms of 
delivering for customers, especially for clients that 
are expanding.

“In terms of economies of scale, a lot of people talk 
about purchasing benefits,” he said. “But honestly, 
that’s not such a game changer. If you have a very 
good negotiations team you can still manage to 
achieve a lot irrespective of your size. The benefits of 
scale are in liquidity.

“Let’s say a financial institution or another investor 
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is looking to buy a fleet of 20 tankers today, who can 
manage these ships? Who has the manpower to man 
these ships and quickly comply with the 
requirements of, say, oil companies?

“There are not many companies who can say they 
can do that, certainly not without screwing up what 
they already manage.

“But today we can take on 20 tankers at short notice 
without compromising the quality management of 
the rest of our fleet.”

In future, however, size might become more 
important as technology transforms 
shipmanagement. “I think the technology is there 
but is it mature enough to run a 600-ship platform? 
I don’t think it is there yet.

“But in the future, definitely — technology will help 
people manage scale a lot better. But today I don’t 
think the technology is there yet to manage 600 
ships and still provide a customised service.”

Capt Unni sees improving the efficiency of crew 
recruitment as critical to expansion and, for him, 
this goes hand in hand with promoting gender 
equality at sea and employing more women across 
the Synergy Group.

In the last year the company has increased the 
number of female seafarers deployed across its fleet 
by 200%. Captain Radhika Menon (Ms), winner of 
the 2016 International Maritime Organization award 
for exceptional bravery at sea, has been appointed as 
sailing master and company ambassador and tasked 
with mentoring young women eager for a seafaring 
career.

Capt Unni has also kick-started the recruitment 
drive in the Philippines with the placement of the 
first female cadet on a gas tanker.

“In our offices right now, other than the Philippines 
where the women outnumber the men considerably, 
we would be very close to 50-50, or maybe 40-60, 
but I think we need a 50-50 balance,” he said.

“Now, on the ships, we are far away from that. We 
only have a handful of [female] sailing officers. But 
we want to double that this year if we can find the 
right talent. People say it’s hard to find people 
willing to go to sea, but for the most part as an 
industry we are only recruiting among the male 
section of the population.

“There are cultural challenges and sometimes there 

can be operational challenges also, but often that’s 
an education issue. But as well as being the right 
thing to do, it also makes sense to try to open up the 
recruitment market. We aim for 50-50.”

Separating management speak from practice can 
often be difficult, especially where corporate social 
responsibility policies are concerned. But Synergy 
under Capt Unni is backing good intentions with 
hard cash and tangible action, particularly in the 
sphere of seafarer welfare.

At the end of August this year the company signed a 
memorandum of understanding with the Tata 
Institute of Social Sciences in Mumbai to set up a 
dedicated, free 24/7 psychological helpline for 
seafarers in 10 different languages. This was 
inaugurated by Dr Malini V Shankar, India’s 
Director General of Shipping, in Delhi on September 
18.

The reasoning behind setting up the line was 
relatively straightforward from Capt Unni’s 
perspective. “Somebody recently told me about lots 
of suicides these days, and I was shocked to learn it 
was mostly Indian seafarers between a particular 
age group,” he said. “We immediately decided to 
create a 24/7 counselling centre for anybody who’s 
sailing, not just Synergy.”

In recognition of his efforts over the last two 
decades, earlier this year Capt Unni was awarded 
the Seafarers Welfare Award by The Mission to 
Seafarers for making welfare a core Synergy value.

It was a timely recognition for one of shipping’s 
more philanthropic executives who is known for 
spreading his time generously. He currently serves 
on the boards of North of England P&I Association, 
the Asia-Pacific Advisory Committee of major 
classification societies and the Indian National Ship 
Owners’ Association.

He also spearheads Synergy’s social responsibility 
initiative, is a Trustee of Cochin Cancer Society and 
a “strategic thought partner” with Ashoka, a leading 
non-governmental organisation.

“In a nutshell, I think for me the bigger purpose of 
life is to be able to add value to the society around 
you,” he said. “That is more important than looking 
at the balance sheet and P&L every day. At the end 
of the day, if you are not able to look back and say 
you gave more than you took from this world, then 
for me I’d have a sense of dissatisfaction.”

His charitable ambitions are far-reaching, but Capt 
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Unni is more circumspect when asked about how 
high he sees Synergy soaring in the world of 
shipmanagement in the years ahead.

“I don’t want to say that we want a 500-ship 
company in five years,” he said. “I think rather we 
want to be the brand people desire to be when they 
talk about ship management.

“It could range anything from being a great place to 
work or the value that we deliver to our customers 
and our stakeholders or about ensuring that our 
people come back home safely. Or delivering cargo in 
the most safe and efficient manner. Or even about 
leveraging technology for the benefit of everybody.

“I just hope we’re a ‘good’ company, as well as a 
successful one.”

Viewpoint: Costing compliance
WHO is going to bear the cost of what has been 
described by a former BIMCO president as “a perfect 
storm of environmental regulation”, which is beating 
against the shipping industry? asks Michael Grey.

It is something that is rarely touched on in the places 
where environmental regulations are framed, and 
when they are translated into legislation it will 
invariably be regarded as somebody else’s problem 
in the grand scheme of making the world a greener 
place.

The costs will be “passed on to the consumer” and 
eventually they will, but it is what happens down the 
chain of responsibility that matters and around 
which the debates will take place.

It would not be so crucial if all the parties in the 
global logistics chain were making money hand over 
fist, but sadly everyone’s expectation is that 
transport should be so cheap it is barely noticed, and 
no one is making enough money for such costs to be 
absorbed.

Environmental virtue has a high price to pay, 
although understandably everyone thinks that 
someone else ought to feel the pain.

Maersk’s recent opening salvo, which suggests that it 
is going to cost it $2bn to comply with 
environmental regulations, and that shippers ought 
to be directly contributing in the same way that a 
bunker adjustment factor is calculated, has 
predictably raised shipper eyebrows. Doubtless 
other major lines will come up with their own 
calculations and shipper organisations will duly 
react in their time-honoured fashion.

It may be suggested that this is a simple mechanism 
that is employed when fuel costs rise, which makes 
nonsense of current freight rates.

The shippers’ defence mechanism is that such costs 
ought to be factored into freight negotiations, 

although they know full well that competition and 
over-capacity invariably provide them with an 
advantage.

They can also argue that these are not, unlike oil 
price surges, temporary features, but costs which 
must be borne as long as cleaner fuel is burned, 
which is forever.

But this is not restricted to the fuel bills of a few 
thirsty container ships, as environmental cost 
increases will bear down right across the shipping 
industry.

It is all very well suggesting, as accountants do, that 
the considerable costs of a scrubber for a big diesel 
engine will be recouped over so many months of 
being able to burn cheaper fuel. But the capital costs 
of the equipment, the downtime with a ship out of 
service, must be paid for immediately and the 
freight rates will be unlikely to reflect any sort of 
uplift for a ship so fitted. Shipping life does not work 
logically.

You sometimes wish that shippers appeared a little 
more in tune with the realities of ship operations in 
2018.

Of course, their organisations regard proposed 
freight rate rises as something that are there to be 
fiercely resisted, but nobody can be unaware of the 
environmental climate and the pressures almost 
everyone is under to minimise their environmental 
footprint.

Perhaps operators ought to be more open and 
transparent regarding the costs of operating ships 
while retaining confidential commercial 
information. Surely there is some middle way that 
may make shippers less inclined to react with horror 
to a reasonable and realistic picture of operational 
realities.

The shipping industry, in its compulsory 
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requirements for environmental compliance, is 
facing a dramatic, across-the-board increase in 
operational costs and these must be passed on.

It would be better if a sensible mechanism could be 
found that could be agreed with the users of ships, 
rather than engaging in a war of attrition that could 
well be fatal for some operators, such are their slim 
margins.

None of this will stop the innovators in the industry 
trying all sorts of new strategies to save fuel costs.

In recent weeks we have seen a surge of interest for 
Flettner-type rotors on board some surprising ships. 
The use of LNG, hitherto inhibited by the lack of 
refuelling infrastructure, seems to be curving 
upwards, while those with designs of machinery and 

devices that will make fuel go further are seeing 
inquiries.

It seemed timely to read of a small containership 
trading in European waters that was burning used-
cooking oil in its machinery, which is obviously 
cheap, evidently much cleaner, but probably smells 
to high heaven.

Repair yard bookings for fitting scrubbers and water 
ballast treatment equipment are becoming firmer 
each week. Perhaps the message that the time for 
action can no longer be postponed has finally sunk 
in.

It is the finer details, particularly about how all this 
regulatory compliance is to be paid for, which must 
now be the focus of earnest debate.

ANALYSIS

Owners demand 2050 GHG strategy clarity
LEADING containership and ferry owners are 
seeking clarity over some of the parameters of the 
shipping industry’s recently adopted greenhouse gas 
reduction strategy, a few weeks before negotiators 
begin hammering out the details of implementation.

The IMO agreed in April to cut shipping’s total 
annual greenhouse gas emissions by at least 50% by 
2050 and reduce its carbon intensity by 40% and 
70% in 2030 and 2050 respectively, compared with 
2008.

The strategy will be revised in 2023 following the 
collection of data from vessel emissions between 
2019 and 2021.

But the current strategy’s fundamentals have raised 
some questions from MSC and DFDS.

MSC executive vice president for maritime policy 
and government affairs Bud Darr said he had some 
“real questions” about the available data that will 
form the basis of the strategy.

Mr Darr claimed he detected a serious mismatch 
between a 2012 dataset for fuel consumption of a 
particular vessel type and what he knows such ships 
actually consumed, partly due to different 
limitations and methodology. The same could be 
true for 2008 figures.

“I would urge some caution for everyone involved in 
the discussion that it does not do a lot of good to set 

a baseline on something kind of squishy and 
different and then a really definitive end point that 
really is based on something clear and much more 
measurable,” he said at the UK Chamber of Shipping 
on Wednesday.

The IMO published its third GHG study in 2014, 
which includes figures for 2008 emissions, broken 
down into two different estimations for carbon 
emissions and two more for GHG emissions.

In the IMO strategy the relative carbon intensity 
reductions are solely focused on carbon emissions 
whereas the absolute reductions cover all GHG 
emissions. That is important when considering that 
there may be alternative fuels that produce other 
GHG emissions than carbon, Mr Darr said.

DFDS environmental and sustainability director 
Poul Woodall said picking one of the two IMO study 
estimations from each category to form the 2008 
basis should be relatively easy but highlighted its 
importance in helping operators achieve the targets 
and do the “right thing”.

“And targets and doing the right things may not 
necessarily go hand in hand with what we are doing 
here,” he said.

The IMO’s Marine Environment Protection 
Committee is meeting in London to next month to 
launch negotiations on the short-term measures that 
will help the industry attain these targets.
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The carbon intensity reduction in the strategy is 
expressed as a reduction in “transport work” 
prompting Mr Woodall to probe the exact definition 
of the term, something he believes should be 
addressed at the next MEPC.

“For us to make a plan in the industry we need to 
know what it is we have been asked to do. And I do 
not really think that that has been given to us yet. I 
am very hopeful that in October we will get 
somewhere,” he said.

TIGHTER environmental regulations for shipping is 
helping liquefied natural gas demand, leaving 
shipowners bullish on the long-term prospects.

“The International Maritime Organization is 
fantastic for LNG. It will be helpful for LNG 
bunkering and floating, storage, regasification unit 
opportunities,” said Golar LNG’s head of investor 
relations Stuart Buchanan. “It is a material 
contributor to demand for LNG.”

With more projects coming on stream in the coming 
years, demand for transportation will grow, 
delegates at a Capital Link Forum in London were 
told.

Incremental capacity from places like Qatar will lead 
to positives for shipping and the terminal side, 
Hoegh LNG Partners chief executive Richard Tyrrell 
said.

Qatar Petroleum has just this week committed to 
building a fourth new liquefaction train on top of 
three new trains already planned, boosting the 
country’s future LNG production capacity to 110m 
tonnes a year.

The positive outlook was further supported by 
energy consultancy group Wood Mackenzie where 
analysts content that now is a good time in the cost 
cycle to invest in a new project.

“There are likely to be economies of scale from 
developing a bigger project,” the consultancy’s 
research director for global gas and LNG supply 
Giles Farrer said in a statement. “These economies 

of scale will make what is already the most 
competitive new LNG project worldwide even 
cheaper.”

Many projects in the US are also being developed, 
which will help with tonne-miles, as demand centres 
will mainly be in population growth areas in Asia.

Flex LNG, which expects average sailing distances to 
rise to 4,609 nautical miles in 2021 from 4,140 miles 
in 2018, is thus bullish on the sector.

Chief executive Oystein Kalleklev said in a 
presentation that 90 newbuilding orders are due for 
delivery from now until 2021 and given an expected 
start-up of production of 95.6m tonnes per year 
through to 2022, there will be a deficit of 40 vessels.

According to Awilco LNG’s chief executive Jon Skule 
Storheill, there has been greater newbuilding 
contracting this year, with 35 orders placed.

He was surprised by the speculative orders and new 
entrants, saying it would be better to have long-term 
charterers in place first.

“The experience of private equity has been horrible,” 
he said.

GasLog’s chief financial officer Alastair Maxwell said 
that ordering may however be curbed as 
newbuilding prices were starting to tick up again.

Spot rates have already reached the highest level in 
four years, quoted at $95,000 per day, with some 
suggesting fixtures at more than $100,000 per day.

MARKETS

IMO rules ‘fantastic’ for LNG demand

IN OTHER NEWS
Zim and MSC join forces on India-
Mediterranean trade
ISRAELI carrier Zim and 
Mediterranean Shipping Co have 
revealed plans to launch two joint 
services linking India with the 
east Mediterranean.

The vessel-sharing agreement, 
which starts next month, follows 
the recent tie-up between Zim 
and the 2M Alliance, which MSC 
operates alongside Maersk Line, 
on the transpacific trade.

Zim and MSC will launch the 
India Israel Service, a 
westbound-only service 
departing from the Indian port of 
Nhava Sheva. The string will 
make an additional stop in 
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Mundra before heading to its final 
destination in Haifa, Israel.

Qatar reveals plans to boost LNG 
capacity to 110m tonnes a year
QATAR Petroleum, the world’s 
biggest producer of liquefied 
natural gas, plans to boost its 
output by adding a fourth 
liquefaction train, as it aims to 
steal a march on its competitors, 
particularly emerging Australian 
and US exporters.

With the addition of the fourth 
train, the new project will produce 
about 32m tonnes of LNG a year, 
4,000 tonnes of ethane a day, 
260,000 barrels per day of 
condensate and 11,000 tonnes a 
day of liquefied petroleum gas, in 
addition to approximately 20 
tonnes per day of pure helium.

When the project is completed, 
Qatar’s LNG production capacity 
will be 110m tonnes per year, an 
increase of 43% from the current 
77m tonnes a year.

IM Skaugen successor facing 
liquidation
IMSK — the gas carrier outfit until 
recently known as IM Skaugen 
— is facing the threat of closure 
after its bankers pulled the plug, 
according to a Singapore High 
Court affidavit reproduced on the 
company website.

In the document, chief financial 
officer Bente Flo said a proposed 
financial restructuring, with a 
reduced interest for the founding 
Skaugen family, was not tenable.
While a number of options are 
being considered, liquidation 
seems unavoidable after a 

number of banks, led by Nordea 
and Swedbank, called in a $35m 
loan.

Zodiac emerges as winner of Toisa 
tanker six-pack
ZODIAC Maritime is acquiring the 
six tanker newbuildings that were 
placed up for grabs as part of the 
Toisa fleet bankruptcy.

Shipbrokers put the value of the 
deal at $280m although there 
were differing reports this week 
as to whether the acquisition has 
completed.

The vessels are the suezmaxes 
Pericles GC, United Oceans and 
United Paragon, the long range 
one tankers United Mariner and 
United Nomad, and the crude 
aframax Nikos Kazantzakis.

Capital places aframax order with 
Daehan
CAPITAL Ship Management has 
placed orders with Daehan 
Shipbuilding in South Korea for 
two new aframax tankers.

The vessels are to be delivered in 
the first two months of 2020 and 
will be fitted with scrubbers, 
Lloyd’s List has learned.

The vessels will each cost in the 
region of $49m, sources close to 
the project said.

Pacific Basin CEO joins Ardmore 
board
PACIFIC Basin’s chief executive 
Mats Berglund has joined 
Ardmore’s board of directors.

Mr Berglund is a Hong Kong-
based owner and operator of 

about 200 dry bulk vessels and 
has more than 30 years of 
shipping experience, having 
worked for marine fuel trader 
Chemoil Energy and was head 
of crude transportation 
at Overseas Shipholding 
Group.

He was appointed to the board 
of US-listed product and 
chemical tanker company 
Ardmore along with Carisbrooke 
Shipping’s chairman and chief 
executive Helen Tveitan de Jong, 
according to a statement by 
Ardmore.

NovaAlgoma and Döhle unveil new 
MPP and mini-grabber pool
SWISS-based NovaAlgoma 
Short Sea Carriers and 
Germany’s Peter Döhle 
Schiffahrts have agreed a deal 
they say will create the largest 
MPP and mini-grabber pool in 
the world, according to a joint 
statement.

The new organisation will be 
called DNA Shipping, and while 
the acronym is based on the 
names of the two parties 
involved, the pun on the 
abbreviation for 
deoxyribonucleic acid — the 
molecule that contains the 
genetic code of all organisms 
— is entirely deliberate.

The MPP vessels will be 
managed by PDS’s existing 
commercial management office 
located in Hamburg, while the 
bulkers will be managed from the 
NASC commercial office in 
Lugano.

For classified notices please view the next page.
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http://maritime.intelligence.informa.com/total-cost-operation?code=UM_BANNERAD



