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Daily Briefing
Leading maritime commerce since 1734

Monday January 7, 2019

All eyes on US-China 
trade talks

TRADE OFFICIALS FROM the US and China will sit down next week 
in Beijing for their first face-to-face negotiations since the start of a 
90-day truce in a months-long trade row last month.

US President Donald Trump and his Chinese counterpart, Xi Jinping 
agreed to the temporary ceasefire in the tit-for-tat salvo of tariff hikes 
on December 1 on the sidelines of the G20 summit in Argentina.

The truce was called after both sides imposed tariffs on more than 
$300bn worth of imports from each other.

US President Donald Trump had threatened to raise tariffs on more 
Chinese goods, but this was postponed along with the agreed ceasefire.

Reports suggested that the technology and agriculture sectors in the 
US have lost billions owing to the trade dispute.

Apple lowered its revenue outlook earlier this week, citing concerns 
over the trade spat affecting China’s economy.

Also at risk is the bilateral soyabean trade as China’s imports from the 
US fell to zero for the first-time ever in November.

China, on the other hand, suffered from a contraction of its 
manufacturing volume in December, its first in 19 months.

This came after inventories piled up in the US as shippers rushed to 
import goods from China ahead of the then-expected new round of 
tariff hikes at the start of the new year.
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IT’S hard to be a shipbuilder these days. Just when 
the industry had a touch of the spring, market 
sentiment chills again.

Whether it’s Apple’s latest profit warning or China’s 
December manufacturing PMI contraction, 
growing fears over a global economic downturn 
won’t help highly-cyclical industries, such as 
shipbuilding, to breathe easier.

Shipyards, which just enjoyed a reasonable 
recovery over the past two years, would like to see 
freight rates strengthen further and owners’ 
confidence firm up.

But the cloudy macro picture, complicated by trade 
tensions provoked by the US, may well disappoint 
them this year, especially when economists are 
forecasting softer growth in the world economy 
going forward.

This certainly doesn’t bode well for the shipbuilding 
industry, which remains vexed by excess capacity, 
while most shipping segments are facing anaemic 
rates and deteriorating secondhand prices.

Another damper on newbuilding appetite in 2019 is 
the sulphur cap to be kicked off by the International 
Maritime Organization less than a year from now.

Orders are in general expected to be pushed back 
as owners want to wait and see which solutions are 
most practical to comply with the costly emission 
rules.

“Shipowners are putting plans to order new vessels 
on hold.” Danish Ship Finance said in a recent 
outlook report, as they are weighed down by 
geopolitical tensions, the risk of seaborne demand 
stalling and new environmental regulations.

With considerably more vessels scheduled for 
delivery this year, the ship financier expected 
global yard utilisation to drop to 73%, having hit a 
five-year high of 79% in 2018.

A muted contracting activity, if it materialises, 

combined with thinner backlog, will push hungry 
shipyards into another rat race.

That means newbuilding prices, which have taken 
back some ground lost last year, are likely to retreat 
again, in particular with the depreciation of 
shipbuilding countries’ domestic currencies against 
the US dollar.

Signs have already emerged in China.

The monthly China Newbuilding Price Index, 
which tracks ship prices at domestic yards based on 
inputs from 20 broking houses, increased only 
0.2% in December — the slowest expansion in 13 
months. Price indices for handysize, supramax and 
kamsarmax dry bulkers even suffered their first 
decline since August 2017.

Elsewhere, South Korea’s largest shipbuilder 
Hyundai Heavy Industries said that it would be 
difficult to raise ship price this year. It put the 
emphasis on cutting production costs and 
improving productivity.

Of course, there are always bright spots even in the 
dimmest markets.

The ordering binge of liquefied natural gas carriers 
last year has helped the three Korean shipbuilding 
majors, including HHI, notch up their annual sales 
targets. Odds are high that the gas carrier boom 
will continue this year, although the Koreans will 
have to deal with stronger competition from 
newcomers from China and Singapore.

Yards that earn a good relationship with Chinese 
leasing companies and charterers will probably fare 
better than their peers under unfavorable market 
conditions, as the latter two have increasingly 
teamed up to order and operate new ships, 
especially dry bulkers.

Moreover, those who are willing to spend on 
developing more fuel-saving and environment-
friendly vessels in 2019 may well have better 
chances of success in the year after.

WHAT TO WATCH

Yard Talk | Little new year cheer 
for shipbuilders

Shippers will be looking for signs from this meeting 
about the state of future trade relations before 

making any decisions on further restocking of 
Chinese goods.
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A recent Clarksons report showed that the number 
of active shipyards with at least one unit of 1,000 gt 
or above on order, stood at 330 globally at end-
December, down 65% compared with nine years 
ago. Those in China fell from 396 to 110, in South 

Korea from 39 to 11 and in Japan, from 70 to 51.

That trend will persist until the power of 
consolidation will hopefully truly revive the 
industry.

Japan shipping majors pledge 
to be forward-looking
JAPAN’s shipping giants have opened 2019 with 
pledges to meet the changes in the industry and to 
live better and longer.

Nippon Yuesen Kaisha opened a new era of rapid 
global expansion 30 years ago, when the Berlin Wall 
fell and the Cold War between the East and West 
ended, its president Tadaaki Naito said in his new 
year message to employees.

“Following this, actions towards regional economic 
integration were successively taken and global trade 
started to expand,” he said.

But the situations have altered significantly, 
according to Kawasaki Kisen Kaisha president and 
chief executive Eizo Murakami in his message.

He mentioned rising protectionism, trade conflicts 
and Brexit, among other geopolitical uncertainties.

“There is great concern regarding the effect they 
will have on trade, which is the very foundation of 
our business.”

In addition to the political and economic upheavals, 
Mitsui OSK Lines president and chief executive 
Junichiro Ikeda cited the 2020 sulphur cap.

Enforcement of the regulations, in his opinion, “will 
mark a major turning point that will have a crucial 
bearing on the success of the MOL Group as well as 
the marine transport industry as a whole”.

The trio have rolled out plans and are revving up 
efforts to address challenges.

They all emphasised efforts to recover the earning 
structure of the Ocean Express Network, their 
container shipping joint venture that suffered a 
bumpy start last year.

On the individual front, MOL’s “Rolling Plan” has 
entered into its third year. Mr Ikeda vowed to take 
the various initiatives in the plan “to a higher level”.

These include enhancing service reliability, 

developing emission-free businesses as a core 
operation of the company, and establishing a lead 
position in market competition.

Mr Ikeda also placed a special focus on 
strengthening profitability this year.

“This focus will be vital for the MOL Group to 
remain a strong enterprise capable of overcoming 
some degree of market turmoil and transforming 
itself into a more flexible and nimble corporate 
structure,” he said.

Last but not least, in the wake of the serious fire 
that recently broke out on its car carrier Sincerity 
Ace, with the loss of five crew members, Mr Ikeda 
called on his staff to “redouble” their commitment 
to safety.

“Safe operation is the bedrock of MOL. Safe 
operation is a top priority that each and every 
employee ―all of us — must practice without 
compromise.”

For K Line, reforms are being taken in its dry bulk, 
automobile shipping, energy and logistics business. 
The centre of gravity has been shifted from 
increasing scale to a business model that adapts to 
“changes in society and digital technologies, such as 
artificial intelligence and the internet of things”, 
according to Mr Murakami.

Consequently, the company will set up an 
organisation this month to promote digitalisation 
and develop new marketing strategies.

Similar initiative can also be found in NYK’s 
medium-term management plan “Staying Ahead 
2022 with Digitalisation and Green”, which also 
includes aims to establish a stable revenue 
structure.

But Mr Naito has offered an even longer vision, for 
the next 30 years.

“In 30 years, it is possible we will live in a world 
that is hard to imagine today.” he said, “I feel we 
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will need to significantly change the current way of 
being at the NYK Group.”

He pointed out the need to step up female staff and 
global personnel, and more.

“Logistics will remain our main business, but we 
will not needlessly pursue greater scale. Rather, we 
need to focus on the peripheral areas and software 
business and turn our eyes towards developing 
niche operations.”

PSA, operator of the world’s second-busiest 
container port and one of the leading container 
terminal owners, is ideally placed to see the 
benefits of adopting technology.

It has made digitalisation a key focus for the 
future, with its Container Port 4.0 initiative.

“We have mapped out that digital transformation 
will be key for our next generation port,” PSA 
Singapore head of engineering Alvin Foo told 
Lloyd’s List. “We aim to bring on board emerging 
technologies for this vision of the intelligent port of 
the future. Internet of Things devices are also 
connected for sense-making and will enable the 
application of artificial intelligence and machine 
learning for higher productivity in our operations.”

While Mr Foo conceded that the industry has been 
relatively slow in adopting new technologies and 
innovation owing to the complex nature of 
traditional maritime operations, he pointed out 
that maritime leaders are now taking the lead in 
embracing innovation to not only increase 
efficiency and productivity, but also to solve 
potential issues arising along the way.

PSA believes gathering and making use of data is 
an intrinsic part of this.

“The use of Big Data and data analytics has been 
key in our operations at the port. Big Data helps 
with understanding areas that need to be 
optimised as well as develop key capabilities,” he 
said.

One way in which an improved and more intensive 
use of data is helping to improve port operations 
cited by Mr Foo was the example of using data 
analysis to predict the arrival of vessels to 
anticipate the manpower required to support 
various operations. Data analysis is also being used 
to forecast the transportation required to deliver 
container movements.

Another example is of engineers using data to 
predict time-to-failure of system parts. This can 
help to either schedule proper inspections in 
advance to diagnose potential system failures or 
restore equipment to optimal operating conditions 
in the shortest time possible, Mr Foo said.

“PSA Singapore is also already actively working on 
implementing automation into the workflow,” he 
said. “Earlier this year, we launched a trial of a new 
automated quay crane system at the Pasir Panjang 
Terminal that can boost productivity 
substantially.”

In line with Singapore’s vision to position itself as a 
hub for innovation, research and development, 
PSA Singapore is not going it alone but is also 
working with various stakeholders on new 
technology areas and sees potential for growth in 
these areas in the years to come.

For example, PSA Singapore partnered with the 
Maritime and Port Authority of Singapore, 
National Additive Manufacturing Innovation 
Cluster and 3D MetalForge to launch the world’s 
first commercial 3D printing facility, which uses 
additive manufacturing technologies supported by 
blockchain technology, to enable the fabrication of 
spare parts for port equipment.

PSA is also seeking to leverage its global presence 
to spread these applications across the whole 
group.

“At the global level, PSA’s Group Process Excellence 
team oversees the technology roadmap of all 
business units, forging convergence through 
process mapping, equipment specifications, and 
standardisation of system interfaces,” said Mr Foo.

“This global cross-functional team also takes 
collective decisions on the proliferation of 
technology applications that have gone through 
successful trials,” he added. PSA has interests in a 

OPINION

PSA puts itself at the vanguard 
of digitalisation
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global portfolio of container terminals spanning 
the Americas to Europe and across Asia.

Mr Foo noted that while there are challenges in 
adopting new technology, there are also many 
benefits to be gained.

“Among some of the benefits that can be reaped 
from the greater use of technology include higher 
productivity and increased efficiencies at ports,” he 
said.

With the smart engineering systems PSA is now 
using, predictive and prescriptive maintenance on 
automated container handling machines can 
optimise component replacement intervals, enable 
just-in-time maintenance as well as bring about 
other efficiencies.

“With such technology-enabled processes, 
engineering staff carrying out maintenance and 
diagnostic tests will become more efficient and we 
can witness a rise in quality. This will help give a 
level of consistency and efficiency at ports that 
humans have been unable to achieve in the past,” 
he said.

Other benefits of technology-enabled engineering 
include facilitating fleet-level orchestration, 
increased efficiencies in deploying resources and 
energy savings. It can also reduce fatigue and risk 
exposure for rank-and-file staff, Mr Foo added.

A key element of making technology work is 
integrating the human factor into the process.

“Upskilling the current workforce is key to 
ensuring the success of implementing 
technological solutions at the port,” Mr Foo 

pointed out. “With more technologies and 
innovations coming into play at ports, leaders will 
have to put into effect a strategic skills competency 
roadmap based on the demands of emerging 
technologies in jobs to identify the skill gaps 
within the organisation and plan for training of the 
workforce.”

He said, for example, that PSA Singapore uses 
remote guidance systems in the form of smart 
glasses, which allow subject-matter experts to 
guide training staff remotely during complex 
troubleshooting scenarios.

The use of such technology not only reduces time 
costs in training and onboarding current or new 
staff, but also increases the efficiency rates of 
actual port operations performance.

Among the challenges the industry faces in 
achieving full-scale industry-wide implementation, 
though, are cost issues, safety concerns, 
complexity of implementation, skills-matching and 
the lack of standardisation.

The last of these is particularly important to 
overcome, Mr Foo noted. “It is imperative to have 
industry-wide collaboration for standardisation, 
proper human resource implementation, and 
public-private partnership,” he reiterated.

“Maritime leaders need to come together to create 
standardisation in policies, protocols and 
collaborate on greater education and training 
initiatives. Efforts to do so can help reduce 
operational complexities and alleviate technology 
adoption pain points, which will enable the 
community at large to reap the full benefits of 
technology at the workplace,” he concluded.

ANALYSIS

Leaner and greener shipping will 
attract investment
SHIPPING will continue to attract investors in 2019 
if it fulfils its environmental, social and governance 
(ESG) responsibilities, according to accountant and 
shipping adviser Moore Stephens.

In the latest issue of its Bottom Line newsletter, the 
accountancy and consulting firm finds that the 
future is very much like the present, only longer.

“Should that prove to be the case for the shipping 

industry, it would not be such a bad thing, since the 
present is not so bad as it has appeared to be at 
various times over the past 10 years,” said Moore 
Stephens shipping and transport partner Richard 
Greiner.

There remains an appetite for investment in 
shipping from both new and existing players. That is 
likely to continue in 2019 so long as shipping lives up 
to its ESG responsibilities, he said.
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Mr Greiner noted that existing and emerging 
regulations such as those on ballast water 
management and greenhouse gas emissions show 
that shipping is becoming more environmentally 
aware and accountable.

“New funds will be needed and the environmental 
investment story should prove attractive to many 
potential investors. Green doesn’t come cheap, or 
easy, however, the more so when viewed in the 
context of rising interest rates,” he said.

“This year we will see important decisions made on 
investments to comply with the new environment-
driven regulations which are coming into force, and 
we will have a better idea of whether the drydocking 
capacity exists to cope with demand,” Mr Greiner 
asserted.

Meanwhile, the industry will face other challenges.

Operating costs are set to increase, and hopes will 
persist that freight rates will do likewise, while 
tonnage imbalances will endure in some trades. The 
introduction of new lease accounting standards will 
change things for some, though not their actual 
cashflows.

Furthermore, the effect of geopolitical influences 
will continue to be felt throughout 2019.

“Uncertainty is likely to remain the norm in 2019,” 
he concluded.

EVEN as US coal production and exports are 
increasing around the nation, politicians in 
California’s San Francisco Bay Area are working 
hard to stop shipments of the fossil fuel passing 
through their ports.

California state attorney general Xavier Becerra 
recently backed the city of Oakland in its legal 
battle to prevent a developer from shipping coal 
from a marine terminal being built adjacent to the 
Port of Oakland.

Initially, city officials granted Oakland Bulk and 
Oversized Terminal a lease to construct an export 
terminal at the site, but they tried to reverse their 
decision after learning that OBOT planned to ship 
coal.

OBOT filed a lawsuit saying that the city had 
breached its agreement, and a federal judge ruled 
in its favour. Now, the city of Oakland is appealing 
that ruling, and Mr Becerra has filed a supporting 
amicus brief with the Ninth Circuit Court of 
Appeals.

“The state has a substantial interest in the proper 
interpretation of development agreements, 
particularly when the government’s power to 
protect the health and safety of its citizens is in 
dispute,” the amicus brief states.

The letter suggests that OBOT was at fault for not 
making its aim of transporting coal explicit from 
the outset, “especially when a developer knows that 
it will use property in a way that raises heightened 
public safety concerns or that might be 
inconsistent with public trust obligations”.

It claims that state and local governments, such as 
the city of Oakland “always retain their police 
powers to protect the public health and safety of 
their residents”.

Mr Becerra claims that “the community that would 
be most impacted by OBOT’s coal terminal, West 
Oakland, already suffers from significant levels of 
pollution in general and air pollution in 
particular”.

“In addition to the terminal to the west, West 
Oakland is adjacent to the Port of Oakland — the 
seventh-largest container port in the United States 
— to the south and is surrounded by three 
interstate highways,” he said.

OBOT representatives expressed their dismay over 
Mr Becerra’s brief.

“We are disappointed that the attorney general’s 
office chose to weigh in on political grounds rather 
than the true legal merits of the case,” said David 

MARKETS

California move to ban coal exports 
from Bay Area terminals
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Smith, a spokesman for Phil Tagami, the Oakland-
based developer of the OBOT project.

“The District Court found that the materials the 
city purported to rely on were a sham and lacked 
any credibility whatsoever. The court’s ruling even 
referred to the city’s action as ‘facially ridiculous’,” 
Mr Smith added. “We are confident the Ninth 
Circuit will agree.”

Meanwhile, in nearby Richmond, where coal 
exports have been rising, the city council has 
unanimously approved a draft ordinance to end 
present and future operations for the handling and 
storage of coal and petroleum coke.

The Sierra Club, an environmentalist activist 
group, praised the city of Richmond for “taking 
action to end the harmful impacts of coal and 
petroleum coke.” It said “the city council took a 
strong stand to declare that [it is] transitioning our 
community away from dirty fossil fuels to a clean 
and renewable energy future”.

Richmond’s draft document does state that “this 
ordinance is designed to protect the community 
and the environment from the dangers stemming 
from the storage and handling of coal and pet 
coke”.

However, the document also says: 
“Notwithstanding anything to the contrary 
contained in this chapter, this chapter is not 
intended to and shall not be interpreted to regulate 
the transportation of coal, for example, by train or 
marine vessel, including without limitation 
through the city of Richmond or to or from a coal 
bulk material facility.”

Richmond city council members may have recalled 
the suit launched by Mr Tagami which, among 
other things, said Oakland’s attempted ban on coal 
exports interfered with interstate commerce and 
with federal authority over the transportation of 
hazardous substances.

Richmond’s draft ordinance will go to the city 
attorney’s office for further review, after which it 

will return to the council for a first reading. No 
timetable has been announced and, meanwhile, 
coal exports will continue.

At present, just three ports in the state of 
California export coal: Richmond, Stockton, and 
Long Beach. According to the US Energy 
Information Administration, the three ports 
increased coal exports by 9.4% year on year.

Overall, according to the EIA, the US saw an 
increase in coal exports of some 26.8% year on 
year, rising to 87m tons from 69m. Exports of 
steam coal rose by 44.3%, while metallurgical coal 
increased by 14.5%.

In terms of growth, the southern customs district 
saw a 41.9% increase, while the western district 
had 33.7%, and the eastern had 22.8%. By contrast, 
the northern district saw a drop of 40% in its 
exports.

By volume, the eastern district led with 50m tons 
year on year, followed by the southern district at 
26m tons, and the western district at 10m tons. 
The northern district, dropped from 2.4m tons in 
2017 to 1.4m in 2018.

The southern district saw the greatest increase in 
exports of steam coal, rising by 79.9% to 17.2m 
tons in 2018 from 9.6m tons in 2017. The western 
district saw a 33.7% increase, the eastern district 
rose by 23.9% and the northern district dropped 
by 29.2%.

Exports of metallurgical coal fell in all districts, 
except the eastern district, which posted a 22.4% 
increase. The southern district dropped by 
1.4%, while the northern fell by 43.3%. The 
western district recorded no exports of 
metallurgical coal.

Europe remained the US’s highest coal export 
destination by volume, importing 32m tons in 
2018 over 28m tons in 2017. Asia followed with 
32m tons in 2018 over 23m tons in 2017. Africa 
doubled its uptake, to 6.8m tons in 2018 from 3.2m 
in 2017.

IN OTHER NEWS
Indian Register sees 4% growth in 
classed fleet
THE Indian Register of Shipping 
saw a 4% increase in its classed 
fleet in 2018, from 1,754 vessels 

to 1,827, according to a 
statement from the Mumbai-
headquartered International 
Association of Classification 
Societies affiliate.

While IRClass is primarily 
orientated towards its home 
market, tonnage of foreign 
vessels under class rose by 22%, 
now representing 16% of the 
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ships on its books overall.

IRClass is now recognised by 41 
flag states globally, with additions 
last year including the 
Netherlands, Vietnam, Jordan and 
Bahrain.

Cargo ship runs aground in Libya
A FULLY cellular containership 
has run aground in Libya.

The 2009-built Liberian-flagged 
Atlantic Peach was en route to 
Khoms in Libya when she ran 
aground in the breakwater in 
Tripoli’s sea port, local agents told 
Lloyd’s List Intelligence.

The vessel, which was carrying 
150 containers, had 14 crew on 
board who have been safely 
evacuated, the agents said.

Hapag-Lloyd reports blaze on vessel 
GERMAN carrier Hapag-Lloyd has 
reported a fire on board boxship 
Yantian Express in the Atlantic.

The blaze began in a container on 
the deck of the 2002-built, 7,510 
teu vessel. It has now spread to 
other boxes, the company said.

The Hamburg-based line said the 
incident occurred on January 3. 
Efforts to extinguish the fire, 
despite being launched 
immediately, have since been 
abandoned owing to deteriorating 
weather conditions.

The ship’s eight officers and 15 
seafarers are unharmed, says 
Hapag-Lloyd.

Search suspended for missing MOL 
crew member
THE US Coast Guard has 
suspended search and rescue 
operations for a crew member 
reported to be missing from the 
19,265 dwt Sincerity Ace which 
caught fire off Oahu earlier this 
week.

“Following the conclusion of 
morning and afternoon searches 
by our aircraft and commercial 
vessels we suspended the active 
search,” said Chief Petty Officer 
Dennis Vetrano, with Coast Guard 
Joint Rescue Coordination Center 
Honolulu.

“This is always a difficult 
decision and takes many factors 
into account.”

New IMSBC rules on coal liquefaction 
kick in
COAL cargoes will now likely 
require the same Transportable 
Moisture Level certification as 
concentrates, nickel ore and iron 
ore fines under changes to the 
International Maritime Solid Bulk 
Cargoes code that came into 
force on January 1.

According to an analysis by 
Penelope Cooke of Brookes Bell, 
all coal consignments — unless 
otherwise tested — should now 
be treated as a liquefaction-
prone Group A cargo, while 
remaining a chemical hazard 
Group B cargo, with potential for 
self-heating or methane 
emissions.

There are two alternative ways in 
which shippers may demonstrate

that a coal cargo is exempt from 
Group A requirements.

MSC containership crew kidnapped 
off Benin
SEVERAL crew members are 
reported to be missing following 
a piracy attack on a small 
containership owned by 
Mediterranean Shipping Co near 
Benin in the Gulf of Guinea, East 
Africa.

The attack happened 55 nautical 
miles off the coast of Cotonou 
shortly after midnight on January 
2, according to maritime

consultancy Gray Page. MSC has 
confirmed the attack and added 
that several crew members were 
reported as missing.

The Geneva-based company has 
reported the safety of the 
remaining seafarers on board 
and has secured the vessel and 
its cargo.

DHT Holdings’ co-chiefs move to 
Singapore
THE co-chief executives of crude 
tanker company DHT Holdings 
have moved to Singapore from 
Oslo for tax reasons.

The relocation has taken place 
due to a tax law change in 
Norway from this year for 
companies formed outside of the 
country, DHT said in a statement.

It said the new legislation “takes 
into account the place of daily 
management as well as the place 
of management and control on 
board level”. 

Great White Fleet to replace reefers 
with cellular boxships
GREAT White Fleet is to replace 
reefer vessels deployed on 
Central America/North Europe 
operations for fruit producer 
Chiquita Brands International with 
cellular boxships.

The weekly service will use two 
chartered-in vessels of the 
modern type — the 2,572 teu 
Hannah Schulte and its sister 
Cosmos — according to a report 
by Alphaliner.

They replace four Star-class 
reefer cargo ships, built 
2007-2009, which offer 17,500 cu 
m of underdeck reefer volume 
and a deck container intake of 
200 40 ft reefer boxes, and reefer 
cargo ships of the 1980s-built 
ICE-class,offering 18,900 cu m 
underdeck.
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Classified notices 
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