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Unexpected bunker price 
moves point to post-2020 
volatility

IT’S A RIDE through untested waters in the final countdown to the big 
2020 deadline for parties sitting at different sides of the negotiating 
table in the marine fuel trade.

The International Maritime Organization has not budged on a call it 
made in October 2016 to cap sulphur content in marine fuels to 0.5% 
by January 1, 2020, down from 3.5%.

The writing is thus far on the wall that fuel oil with 3.5% sulphur 
content, or high sulphur fuel oil would eventually lose its dominance in 
the marine fuel market.

Yet vast uncertainty prevails.

No one can be sure what will replace HSFO in the future marine fuel 
mix and exactly how long the low sulphur transition may pan out.

The reality is no existing alternative can be as price competitive as 
HSFO while information is still vastly lacking on the specifications 
and availability of low sulphur fuel oil products at ports around the 
world.

One consensus to have emerged is that low sulphur marine gasoil, 
despite being vastly more expensive than HSFO, is readily available 
and is likely to be the option many shipping companies count upon to 
tide them over at least the early months of 2020.

That should support a widening of price differential between HSFO 
and MGO, but as data from two leading price agencies have shown, the 
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marine fuel market has already turned too volatile 
for any conventional wisdom to hold.

Platts’ data shows HSFO volumes transacted 
through its window fell 46% year on year to 11.786m 
tonnes for 2017.

Yet the HSFO-MGO price spread for trades done 
through Platts’ window has narrowed to $160 per 
tonne as of January 7, down from $219.26 for the 
year to October 23, 2018 and $186.50 per tonne as at 
October 11, 2016.

Data from Argus Media likewise reflected a similar 
trend: the HSFO-MGO price spread ranging from 
$125 to $175 per tonne since last November is 
lower compared with the $175 to $250 band seen 
in 2018.

Adrian Tolson, a consultant with 2020 Marine 
Energy, pointed to three factors contributing to a 
lack of HSFO availability that brought about such 
unexpected price movements.

On the one hand, refineries are being upgraded 
incrementally to phase out HSFO production; on the 
flip side, the Middle East has sucked in a lot of HSFO 
for power generation use.

Against this backdrop are sanctions against oil 
trades with Iran, effectively blocking supplies of 
HSFO from the country to the rest of the Middle 
East, plus a loss of interest among traditional HSFO 
traders in the product, he explained.

At the same time, HSFO demand as a ship fuel has 
remained strong and this low-cost residual fuel will 
still retain a role, albeit somewhat reduced in scale, 
in the post-2020 marine fuel mix.

The IMO’s rules provide allowance for ships with 
installed scrubbers — essentially equipment that can 
remove sulphur content from exhaust gas — to 
continue to burn HSFO after the global sulphur cap 
kicks in.

As it draws closer to 2020, more shipping companies 
have announced plans to install scrubbers, 
particularly open-loop ones that have now been 
banned at major ports.

As homes to the world’s busiest ports, China and 

Singapore have banned the discharge of wash water 
from scrubbers within their territorial waters.

This has not stopped South Korea’s Polaris Shipping 
from signing retrofit deals for the installation of 
open-loop scrubbers for seven of its dry bulkers.

Lloyd’s List understands that Singapore-based 
Pacific International Lines has stuck to a plan, 
disclosed last October, to invest in open-loop 
scrubbers for several of its large box ships.

Conversely, no shipping company has announced 
orders of closed-loop or hybrid units that are still 
allowed to operate within Singapore and China’s 
port limits.

It boils down to economics backing up investments 
in open-loop scrubbers.

Argus Media’s analyst Sammy Six pointed out that 
closed-loop scrubbers are just “way more expensive” 
than open-loop ones.

“Shipowners may choose instead to burn HSFO and 
use open-loop scrubbers in open waters and switch 
to MGO when their vessels enter port limits,” he 
said.

Mr Tolson predicted that this is probably the option 
shipowners may choose to pursue because HSFO 
would “likely to remain cheap” post-2020.

Thus far, the majority of the roughly speaking 2,500 
scrubbers projected to be installed before this 
year-end will be open-loop units, even after the 
bans, he said. He added that shipping companies 
tend to regard scrubber installations as “short-term 
investments”, budgeting in no more than five-year 
payback periods.

Additionally, the fact also remains that IMO has not 
outlawed open-loop scrubbers and this stance is 
nuanced in a new document introduced for 
bunkering operation.

The International Bunkering Industry Association’s 
regional manager, Simon Neo, pointed out that the 
new bunkering delivery note effective from the start 
of this year, does not require any declaration on the 
types of scrubbers installed on ships that are to be 
loaded with HSFO.
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A year on, have Sanchi lessons been learned?
A SPATE of incidents involving tankers and 
containers in recent days have coincided with the 
first anniversary of the Sanchi disaster, in which 32 
crew members lost their lives, writes Nidaa Bakhsh.

The Panama-flagged Iranian-owned tanker, which 
was carrying a form of light crude oil known as 
condensates from Iran to South Korea, was involved 
in a collision with the Chinese bulk carrier CF 
Crystal some 300 km off Shanghai on January 6, 
2018, resulting in a fire that burned for days. It 
eventually sank on January 14.

While the crew on the bulker were rescued, those on 
the tanker — 30 Iranians and two Bangladeshis 
— were presumed dead.

Besides the human loss, oil from the vessel may have 
even reached Japan, a Reuters report said at the 
time, making it one of the worst environmental 
disasters in years.

A collaborative effort by Iran, Panama, China and 
Hong Kong saw the accident investigation report 
published just four months later, a record.

The report reached consensus that both vessels 
failed to “maintain a proper look-out” and “make a 
correct judgement on the collision risk”, as 
stipulated in the International Regulations for 
Preventing Collisions at Sea 1972.

There may also have been difficulty with language in 
communicating what was happening.

Iran and China blamed each other’s vessels for the 
cause of the collision, and the matter was expected 
to be settled in court, an Iranian official said at the 
time, though that will not provide any comfort to the 
family members who lost their loved ones.

In the 12 months since the tragedy, the shipping 
industry has been busy and focused on a range of 
high-profile issues, from smart shipping to 
preparations for rules to improve the environment.

But has safety been assigned to the back benches?

When Lloyd’s List polled its readers just before 
Christmas, a worrying 45% of respondents agreed 
that the industry has taken its eye off the ball when 
it comes to safety.
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This week, International Maritime Organization 
secretary-general Kitack Lim sent a letter to Iran’s 
representative at the IMO offering his condolences 
on the anniversary of the Sanchi loss.

He pledged that the organisation would do all it 
could to avoid such tragedies in future, including a 
thorough review of the recommendations made in 
the accident investigation report via a sub-
committee meeting later this year.

As slow as that process may appear to the grieving 
families of lost seafarers, that review is as good as it 
gets and sadly most don’t even make it that far.

Conducting full investigations into maritime 
casualties is crucial to prevent similar accidents in 
the future, but as a Lloyd’s List investigation 
revealed last year, over half of all casualty reports 
arising from serious shipping incidents in the last 
four years had yet to be published at the time.

A report by the Marshall Islands regarding the 
Stellar Daisy incident — which happened in March 
2017 with 22 presumed dead — is still nowhere to be 
seen.

And while the IMO secretary-general’s assurances to 
the victims of the Sanchi are no doubt genuine, the 
IMO itself is limited in terms of what it can do.

It cannot dish out penalties for non-compliance. It 
merely encourages its members to do their bit.

In recent days, two oil and chemical tankers have 
caught fire.

The Vietnamese Aulac Fortune blaze off the coast of 
Hong Kong resulted in the death of one seafarer, 
with two missing, while the Malta-flagged Athlos 
suffered an explosion and ran aground off Cyprus. 
Two crewmen were injured.

Containerships also were hit by outbreaks of fire.

On January 3, a fire broke out on the deck of 
Yantian Express, which was crossing the Atlantic. 
However, all crew were accounted for. Seafarers on 
Sincerity Ace were not so lucky, though, with three 
feared dead and two missing following a fire that 
broke out en route to Honolulu from Japan 

WHAT TO WATCH
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at the end of December. And that was only the latest 
in a recent string of fires aboard car carriers.

Each of these incidents will need to be investigated 
fully and it is the duty of each flag state to publish 
the findings so that lives can be saved in the future 

and the mistakes of the past will not be repeated.

All industry stakeholders, particularly government, 
need to work together in earnest to help make a real 
difference and ensure that maritime safety is where 
it should be – at the top of everyone’s agenda.

IMO to consider Sanchi recommendations
RECOMMENDATIONS in the accident investigation 
report following the Sanchi tanker disaster are being 
considered by the International Maritime 
Organization.

China, as the lead investigating authority, along with 
Iran, Panama and Hong Kong submitted their 
findings into the January 2018 incident to the IMO 
last May.

The IMO told Lloyd’s List that the recommendations 
from the Sanchi incident will go through the usual 
process associated with analysing marine incident 
investigation reports. It said the document will likely 
be considered at the Implementation of IMO 
Instruments sub-committee meeting when it next 
meets in July.

The inquiry’s recommendations include 
monitoring the effectiveness of training, drills 
and exercises through reviewing the safety 
management for further enhancement, especially 
in areas such as bridge watch handover, 
ensuring that shipping companies develop and 
implement procedures for backing up video data 
recording at the time of near misses and accidents, 
identifying choke points and navigational 
congested areas while ensuring regional co-
operation during search and salvage operations, 
and requiring the use of all navigational aids on 
board, not just one.

They also call for training on bridge resource 
management to be developed and put into effect by 
member states.

Further recommendations state “special conditions 
and privileges” be stipulated in Rule 18 of the 
COLREGS convention for vessels carrying special 
types of cargoes. The recommendations also state 
that means should be provided to contain inert gas 
pressure for tanks that are not breached, and cargo 
handling requirements of condensate oil be further 
discussed by the IMO, in order to promote related 
practices, including AIS warning messages such as 
“keep away over one mile” for example.

Further research must also be conducted by the 
IMO on the performance standards of AIS access, it 
said, with “research being conducted on the 
feasibility of considering GNSS as major data 
sources for vessel’s AIS speed and course”.

On the anniversary of the disaster, the IMO’s 
secretary-general Kitack Lim sent a letter of 
condolence aimed at the families of the victims.

Thirty Iranian seafarers and two Bangladeshis on 
board the tanker perished after a collision with a 
bulk carrier that resulted in a fire that lasted for 
days.

“IMO has taken the necessary measures to assist in 
the investigation of the accident, and the results and 
findings will be duly analysed in order to do 
whatever may be necessary to reduce the chances of 
such tragic event happening again,” Mr Lim said in 
the message.

But there is a process to follow for identifying safety 
issues, which is lengthy.

Competition authorities probe Hong Kong 
port alliance
HONG Kong’s Competition Commission has opened 
an investigation into the alliance agreement signed 
by four major terminal operators in the city.

“The Commission is carrying out this investigation as a 
matter of priority,” the commission said in a statement.

Cosco-HIT Terminals, Asia Container Terminals, 
Hongkong International Terminals and Modern 
Terminals announced plans earlier this week 
to collaborate on the management and operation 
of the 23 berths across nine terminals in Kwai 
Tsing.
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Under the so-called Hong Kong Seaport Joint 
Operating Alliance Agreement, the parties said the 
partnership would improve the value proposition of 
the combined facilities amid growing regional 
competition, to enhance terminal utilisation and 
cost synergies, as well as to make the port more 
environmentally friendly.

However, the deal has triggered opposition from 
Hong Kong’s important shippers’ community.

The Hong Kong Shippers’ Council said it has “deep 
concern over the negative impact on competition” of 
the alliance.

It said the four operators already handle more than 
95% of the port’s container terminal business, while 
there is no mechanism to monitor and regulate the 
competition behaviours of the members of the 
alliance.

The Competition Commission said that in particular 
it was investigating whether the agreement may 
constitute a contravention of the First Conduct Rule 
of the Competition Ordinance by preventing, 
restricting or distorting competition in Hong Kong.

The First Conduct Rule bans businesses from 
making or giving effect to an agreement, engaging in 
a concerted practice, or making or giving effect to a 
decision of an association, if the object or effect is to 
harm competition in Hong Kong.

In a response to the commission’s probe, the seaport 
alliance reaffirmed the benefits of the partnership 
for the industry and their customers.

It added: “We have engaged with the Competition 
Commission and informed them of our plan to make 
the Port of Hong Kong more competitive through 

increased operational efficiencies. We are confident 
that our proposal complies with the Competition 
Ordinance.”

Commenting on the issue, HKSC executive director 
Sunny Ho said the engagement was an active 
approach.

“It is a good thing because it would give a fair chance 
for the commission and the public to make an 
accurate assessment. They would also need to 
consider what necessary information is needed to 
make a fair assessment.”

This included details such as the financial and 
management arrangements within the port 
alliance and how they would approach commercial 
matters, such as pricing, and how billings would be 
done as well as renewal of contracts, according to 
Mr Ho.

“The key element would be to determine whether 
there is the potential for collective pricing or 
collusion in any of these areas,” he added.

At the recent Lloyd’s List Hong Kong Business 
Briefing, MTL chief executive Peter Levesque had 
said the multiple terminal operators in Hong Kong 
were in active dialogue about how to work together 
as one port.

He had also pointed out cities such as Shanghai and 
Singapore have a single port group and were thus 
more effective at driving investment in expensive 
infrastructure and cutting-edge technologies.

In a statement, the Competition Commission told 
Lloyd’s List it launched the investigation into the 
alliance “on its own initiative” and that it is 
“ongoing”.

Freight rates link to non-scrubber vessels
FREIGHT rates in dry bulk shipping will be set by a 
non-scrubber-fitted fleet, according to Eagle Bulk 
chief executive Gary Vogel.

Only 13% of the overall dry bulk fleet have opted for 
scrubbers, he said, citing DNB Markets estimates.

About 10% of the supramax and ultramax fleet will 
have been fitted with these exhaust gas cleaning 
systems by the end of 2020.

That means that at the start of the implementation 
of the 0.5% sulphur cap by the International 

Maritime Organization in 12 months most vessels 
will be using some form of the more expensive 
low-sulphur fuel.

Vessels using scrubbers will therefore see a huge 
benefit, with a first-mover advantage, as the spread 
between high-sulphur and compliant fuel will be the 
widest at the start of January.

Eagle Bulk has ordered 34 scrubbers, which are 
scheduled to be installed by the implementation 
date, with options for three more. It has 47 vessels in 
its fleet.
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A ban on the use of open-loop scrubbers in some 
ports around the world due to waste-water discharge 
was not overly concerning, Mr Vogel said, because 
90% of fuel consumption takes place in the open 
water.

Switching to compliant fuel in ports “does not move 
the economics”, he said, adding that if the return on 
investment was expected in two years, it may move 
to 2.1 years instead.

“Of course, the more you can use the scrubber, the 
better,” he added.

In terms of markets, Mr Vogel, whose company 
operates in the smaller supramax and ultramax 

bulker segments, said he expected the recovery to 
continue this year and next, despite a disappointing 
fourth quarter, when soyabean exports from the US 
to China did not surface due to trade tensions 
between the two sides.

China also curtailed coal imports in the last three 
months of last year.

The upcoming IMO rule will be “a catalyst for 
scrapping”, while the higher fuel costs will lead to 
slower speeds, the executive said on a Bloomberg 
Intelligence webinar.

That will also support the market, which continues 
to see improving fundamentals, he said.

ANALYSIS

Competition heats up at Canada’s 
east coast ports
CANADA’S eastern ports are jockeying for position 
to retain or grow their business in the face of 
Panama Canal expansion, which is driving traffic 
between Asia and North America’s east Coast, and 
more Asian trade shifting from the Pacific to the 
Atlantic via the Suez Canal.

The competitive challenges have escalated with the 
mounting arrivals of ultra-large containerships at 
such US ports as New York/New Jersey, which is 
now advancing plans to handle 18,000 teu mega 
ships after the raising of the Bayonne Bridge sparked 
regular calls from 14,000 teu vessels.

Key Canadian East Coast ports can probably count 
on preserving their hold on domestic markets, but 
the same cannot be said for remaining a player to 
some degree in the strategic US Midwest region. 
This is despite good intermodal connections.

On Canada’s east coast, the total container market is 
relatively small — approximately 2.2m teus. 
Handling 1.6m teu in 2018, the port of Montreal 
dominates this sector, followed by the port of 
Halifax at about 550,000 teu.

Both ports have seen their box throughput in 
European trade increase since the conclusion in 
September 2017 of the Canada-European Union free 
trade agreement, widely known as CETA. The port 
of Saint John in the Bay of Fundy, where DP World 
operates a terminal, handles under 100,000 teu and 
concentrates on the north-south trades.

Intriguingly, two ambitious projects surfaced in 
Nova Scotia over the past decade, despite the 
longstanding presence of Halifax.

Several years ago, Melford International Terminal 
announced a greenfield project to build a terminal at 
the Strait of Canso, with initial capacity of 500,000 
teu and 2m teu on final completion. But there has 
been little progress in terms of financing and 
shipper/terminal operator commitments.

Somewhat more advanced, but still not formally 
launched, is the near $1bn Novaporte project by the 
Sydney Harbour Investment Partnership, entailing a 
capacity of 1m teu in its first phase of development.

Here, too, the goal is to transload containers from 
ultra-large containerships onto smaller feeder 
services to the east coast of North America and up 
the St Lawrence River. Ports America has signed on 
to operate the terminal, but there has not yet been a 
formal commitment from beneficial cargo owners.

Thus, there is no immediate competitive threat in 
Nova Scotia to the deepwater port of Halifax, 
presently enjoying a comeback thanks to new 
services and calls by containerships in the 10,000 
teu category.

The port is funding a temporary berth extension at 
Halterm Container Terminal owned and operated by 
Macquarie Infrastructure. The 135 m extension will 
allow Halterm to simultaneously berth two ships of 
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10,000 teu or greater upon construction slated for 
the first quarter of 2020. Permanent expansion 
hinges on markets and demand.

“We look forward to seeing the 14,000 teu vessels 
and larger in the months and years to come,” said 
Halterm’s chief executive Kim Holtermand.

Meanwhile, in an initiative that surprised many 
industry observers on the St Lawrence River, the 
port of Quebec has launched a project to establish a 
container terminal.

Critics rapidly expressed scepticism over the 
logistics and financial viability of a dual container 
port strategy on the St Lawrence. Through the years, 
Quebec has been an effective gateway for 
international and Great Lakes bulk shipments, but it 
is another matter entirely to emerge as a viable 
container port.

One should recall that four decades ago, CP Ships 
(now part of Germany’s Hapag-Lloyd group) 
dropped its north Atlantic container service with the 
port of Quebec in favour of Montreal.

Quebec Port Authority president and chief executive 
Mario Girard announced a plan in late 2017 to build 
a container terminal at the deepwater port, aimed at 
boosting the competitiveness of the St Lawrence 
maritime corridor with US ports accommodating 
much bigger ships.

He affirmed that Quebec, with its water depth of 15 m 
at high tide (compared with Montreal at 11.3 m 
limiting calls to ships with maximum capacity of 
6,000 teu), was strongly positioned to benefit from the 
changing landscape of global commercial shipping.

“Quebec City,” Mr Girard said, “must get on board 
and leverage its strategic location on the shortest 
route between Europe and the St Lawrence-Great 
Lakes region, which is home to more than 40% of 
the US manufacturing industry.”

Costing an estimated C$400m ($302.3m), the 
Quebec terminal, with nominal annual capacity of 
500,000 containers upon proposed completion in 
2023, would be the revised main feature of the 
Beaufort expansion blueprint that was originally 
designed as a multi-purpose complex.

At the time of writing, a final financing package was 
still under development and more steps were 
required for the regulatory approval of 
environmental mitigation measures.

Still unannounced, too, was a formal commitment 
by a terminal operator. In this regard, the port is 
sounding out leading global cargo-handling entities 
as well as Canadian stevedoring firms.

The biggest local stevedoring enterprise is the QSL 
group, which has an extensive network of 30 bulk 
and breakbulk terminals in eastern Canada and the 
United States.

When asked if QSL could be interested, the group’s 
president and chief executive Robert Bellisle replied 
in cautious terms.

With various projects on Canada’s east coast 
catering to the same market segment, “the risk 
factor has to be properly assessed,” he said. 
“Although QSL’s local knowledge offers a potential 
advantage, for the moment, we are content to watch 
the landscape. It has to be the right time, right place 
and right opportunity for the company.”

To boost the ambitious container terminal project, 
QPA’s Mr Girard recently hired as project managing 
director Don Krusel, who retired from the helm of 
the Port of Prince Rupert last year after 
transforming the remote, struggling port in British 
Columbia into North America’s fastest-rising 
container facility.

According to Mr Krusel, two key industry trends are 
driving the port of Quebec’s approach. One is that 
with larger and larger box ships on the high seas, the 
Quebec container project “unleashes the St 
Lawrence-Great Lakes trade corridor’s potential” to 
accommodate mega vessels and compete with US 
East Coast ports. “We are also seeing more shifting 
of Asian trade from the Pacific to the Atlantic via the 
Suez Canal.”

However, Claude Comtois, a transportation/logistics 
professor at the Université de Montréal, questions 
the justification of a 10,000 teu container ship 
calling at Quebec. He points out that the port 
represents too much of a detour (more than a 
thousand nautical miles) to warrant mega-ship calls 
as well as at various US ports in the US on a loop 
service. Thus, the port of Quebec must constitute, in 
such cases, a destination port where all containers 
are loaded and unloaded.

“But,” explained Mr Comtois, “the small local 
market could generate barely 10% of this traffic 
— meaning thousands of containers will have to be 
transported by train or truck to markets well beyond 
the city of Quebec.”
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As a result, apart from the increase in greenhouse 
gas emissions and road congestion around Quebec 
City, this implies, in his view, extra costs by truck 

and rail towards markets in Ontario and the US 
Midwest compared with the services offered via the 
port of Montreal.

China takes dominant position in 
outstanding orderbook values
SPECULATION around the orderbook in 2019 
continues to swirl as shipyards attempt to estimate 
their workload over the next several years.

Yards have been recovering from a turbulent period, 
and newbuild prices have been rising along with the 
cost of new materials, and the tightening number of 
spaces at yards.

There are some fundamental shifts occurring in the 
geographical preference of construction locations.

Much has been made about the surge in liquefied 
natural gas orders seen over the past several 
months. These certainly represent a substantial 
value to yards given the high cost of each unit, but 
owners have been active in many other markets as 
well.

Bulker and container owners have been quietly 
accumulating commitments for new vessels without 
the sparkle of six figure returns per day that 
liquefied natural gas carrier owners enjoyed.

This may be cold comfort for some yards that had 
been fighting for survival recently, but it is a 
reminder that there is an evergreen demand for new 
ships, even in markets suffering from weak returns 
such as container vessels.

Geographic preference is starting to shift in some 
markets.

Chinese yards are now well established in the bulker 
space. Valuation premiums for some Chinese yards 
have improved substantially over the past several 
years as they have cemented their reputation and 
established a more robust network of equipment 
suppliers.

LNG remains in the wheelhouse of South Korean 
yards, renowned for their attention to detail and 
reliable high-specification work.

Japanese yards continue to attract business and 
have the strongest reputation in terms of quality and 
reliability of proven designs. Orders at Japanese 
yards have held steady.

A look at the historic fleet compared with the live 
fleet on the water of the top three builders shows us 
the shift in construction trends.

The value of ships on order in Chinese domestic 
yards now tops that from South Korean yards.

Another subtle but important shift is occurring as 
well. The amount of domestic business that Chinese 
yards are dependent on has slipped downwards, 
indicating foreign buyers are increasingly 
comfortable with the value offered by these builders.

South Korean builders are becoming more 
intertwined with domestic companies, while Japanese 
yards are maintaining just above a 40% share.

Ports are failing at automation, says McKinsey
PORTS are failing to reap the full productivity and 
financial gains that automation can generate, 
according to a new study by McKinsey.

Many automation projects actually lead to falls in 
container-handling productivity, said the 
consultants.

McKinsey found that despite appearing to be ideal 
environments for automation, the port sector has 
automated more slowly than comparable industries, 

including warehousing. And, although the pace of 
automation is now starting to accelerate, many 
operators are not generating the improvements they 
should expect.

Its global survey of port stakeholders concluded that 
the shortfall between expectations from automation 
and actual gains by operators remains stark.

Respondents said they expected automation to cut 
operating expenses by 25%-55% and to raise 

MARKETS
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productivity by 10%-35%. The expectations are in 
line with McKinsey’s estimates of what should be 
possible, especially in fully automated projects.

“Our survey indicates that operating expenses at 
automated ports do indeed fall, but only by 15% to 
35%,” said the consultant. “Worse, productivity 
actually falls, by 7% to 15%.’’

The firm cited one executive of a global port operator 
as saying that at fully automated terminals, the 
average number of gross moves per hour for quay 
cranes — a key indicator of productivity — is in the 
low 20s. At many conventional terminals, it is in the 
high 30s.

“With numbers like these, automation can’t 
overcome the burden of the up-front capital 
expenditures.”

McKinsey’s survey found that the barriers to 
successful port automation were led by a lack of 
experienced, well-trained technical staff.

“Respondents who had previous experience with 
automation say that the top problem is filling the 
specialised technical positions it requires,” said 
the report. “They add that even experienced 
engineers can take as long as five years to train. 
Many ports have apparently underestimated the 
challenge of acquiring the needed capabilities, 
especially in planning and implementation. Port 
and terminal operators must therefore step up 
their efforts to acquire talent and build these 
capabilities.”

Poor data quality, siloed operations and the failure 
of ports to simplify processes before automating 
them were also factors at ports where automation 
has not yielded the expected benefits.

However, this is not slowing the pace of automation 
in the ports sector. Eighty per cent of survey 
respondents told McKinsey they expected that in the 

next five years, at least half of all greenfield port 
projects would be semi- or fully-automated. Thirty-
five per cent expected the proportion of automated 
ports would rise above seven in ten.

“Brownfield projects — the total or partial 
conversion of existing conventional ports — will 
probably gain momentum soon: more than half of 
the participants expect at least 50% of the top 50 
ports to initiate retrofitting plans or to add 
automated equipment during the next five years,” 
said McKinsey.

“But the survey also clearly showed that the return 
on investment from port automation demands 
attention from port operators and investors alike. 
Up-front capital outlays are high.

“We estimate that to justify these investments, the 
operating expenses of an automated greenfield 
terminal would have to be 25% lower than those of a 
conventional one or productivity would have to rise 
by 30% while operating expenses fell by 10%.”

McKinsey argues that ports able to overcome the 
implementation challenges of automation 
successfully will reap a healthy dividend from their 
investment.

“In the long run, these investments will lead the way 
toward a new paradigm — call it Port 4.0 —t he shift 
from asset operator to service orchestrator, part of a 
larger transition to Industry 4.0, or digitally enabled 
efficiency gains throughout the world economy,” said 
the report.

However, it added, while Port 4.0 will generate more 
value for port operators, suppliers, and customers 
alike, that value will not generally be proportionally 
distributed across ports and their ecosystems.

“Innovative business models and forms of 
collaboration will be required to realise this vision,” 
concluded the report.

Dunkirk in talks over post-Brexit ferry services
THE French port of Dunkirk is in negotiations 
with major North Sea ferry operators over the 
provision of post-Brexit services connecting the 
European mainland with the UK.

Grand Port Maritime de Dunkerque commercial 
director Daniel Deschodt told Lloyd’s List that the 
port had been approached by nearly all the 
region’s major operators.

They included those awarded contracts worth 
more than £100m ($128m) by the UK government 
to ease anticipated “severe congestion” at key ports 
in the event of a no-deal Brexit.

Mr Deschodt said he was unable to identify 
specific companies or comment on the progress of 
negotiations.
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He revealed that the port had been approached 
over the possibility of new services to Ireland.

Dunkirk is a ferry hub for DFDS, one of the three 
ferry operators awarded UK government contracts 
alongside Brittany Ferries and Seaborne Ferries.

The £14m contract awarded to Seaborne has come 
under major scrutiny because the operator does 
not have a single ship to its name.

However, the management team, who all hail from 
the cross-Channel freight ferry market including 
SeaFrance and MyFerryLink, insist two vessels 
will be ready to charter in from March.

Seaborne is looking to re-open the Ramsgate to 
Ostend, Belguim, ferry route as a countermeasure 
for a Brexit scenario operating on World Trade 
Organisation rules.

DFDS, offering services to Dover daily, was 
awarded a contract worth £47.3m, according to 
documents published in the EU Official Journal.

Mr Deschodt said that Dunkirk, which handled 
15.6m tonnes of ro-ro cargo in 2018, has the 
capacity to handle at least one or maybe even two 
extra ferry services if required.

He said while Dunkirk would need three or four 
weeks of planning before a new service could be 
launched, the berthing space and capability is in 
waiting.

“We have quayside available, a ramp available and 
storage availability,” said Mr Deschodt.

Meanwhile, Dunkirk has put measures in place to 
ensure existing Dunkirk ferry tenant DFDS is 
prepared for post-Brexit delays.

Last year, the port developed an overspill carpark 
for trucks capable of handling backlogs of up to 
three typical ferry loads.

Indeed, he said the port has been planning for the 
eventuality of a WTO Brexit for over a year, but he 
reiterated that with Dunkirk’s customs handling 
international trade “day in day out”, the port is 
well versed when it comes to rigorous cargo 
checks.

Jean-Marc Puissesseau, president of the ports of 
Boulogne-Calais — which includes Dunkirk — this 
week criticised the UK government’s decision to 
fund a ferry service between Ramsgate and 
Ostend to cope with potential delays.

Mr Puissesseau told the BBC that any move to take 
business away from the main Calais-Dover route 
was “disrespectful”.

He said the UK contracts would benefit “three 
ferry companies, among them one company which 
has no ferry, which is not working today. It is a 
complete shock for us”.

Dunkirk port authority president Stéphane Raison 
said ensuring cargo flows continue to run 
smoothly between Europe and the UK after March 
29 is in everyone’s interests.

Speaking in Lille on January 10, he said ports on 
either side of the border are fundamentally there 
to serve their respective economies.

A frictionless border is essential, he said, adding 
that Dunkirk has and will continue to work with 
its UK counterparts to ensure this remains 
whatever the outcome.

Eurotunnel says Brexit ferry contracts 
break EU rules
THE UK government’s decision to award over 
£100m to three ferry companies to provide 
additional cross-Channel capacity in the event of 
no-deal Brexit is “distortionary and anti-
competitive”, according to Eurotunnel.

Jacques Gounon, chief executive of Getlink, the 
Channel Tunnel operator’s parent company, has 
written to the Secretary of State for Transport Chris 
Grayling expressing “serious concern’’ over the 
contracts, which he claims may have breached 

European Union competition and state-aid rules.

“I must bring to your attention the distortionary and 
anti-competitive effects of such an action, which 
would be a unilateral breach not only of the 
Concession Agreement with Eurotunnel but more 
widely of existing competition and state aid law,” Mr 
Gounon wrote.

“We reserve all our rights to challenge such a 
measure both in the UK and France,” he said.
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The UK announced last month it would provide 
funding to three companies — Brittany Ferries, 
DFDS and Seaborne Freight — to provide space on 
alternative ferry routes to the main Dover-Calais 
link.

Mr Gounon said the government had ignored 
Eurotunnel’s train service for vehicles, which he 
argued was the most efficient way to supply vital 
goods into the UK.

Eurotunnel was ready to operate additional services 
or lay on additional rail freight trains, he said.

“In any eventuality, Eurotunnel remains prepared to 
deliver additional capacity,” Mr Gounon said. “I 
would ask you please to confirm that you are open to 
replicating the same kind of contracts with us.”

Eurotunnel operated a Dover-Calais ferry service 
until 2015 after a ruling against it by the 
Competition and Markets Authority.

Eurotunnel confirmed the contents of Mr Gounon’s 
letter— dated January 2 and reproduced in the 
Financial Times — as genuine.

This week the FT reported that senior government 
officials had concluded that Seaborne Freight would 
be unable to operate a ferry route between 
Ramsgate and Ostend before the end of April 
— after the UK’s scheduled departure date from the 
EU on March 29.

The newspaper cited Seaborne Freight director 
Brian Raincock as not disputing the claim.

Although Seaborne issued a statement saying it will 
be ready, Ostend’s mayor said the Belgian port will 
not be ready for a new ferry line in time for Brexit.

Speaking on January 8, Bart Tommelein told the 
BBC it was “impossible” that Ostend would be ready 
and that he was going to Ramsgate next week to 
discuss the situation with “all the stakeholders”.

IN OTHER NEWS
Cosco Shipping to sell and lease 
back four box ships, looking for 
strategic investors
COSCO Shipping Development, 
the financing and leasing arm of 
state conglomerate China Cosco 
Shipping Group, has agreed to 
sell and lease back four 10,000 
teu containerships with a 
Japanese lender.

The quartet, CSCL Spring, CSCL 
Summer, CSCL Winter and CSCL 
Bohai Sea — all built by China’s 
Dalian Shipbuilding in 2014 
— will be sold for $267m in total, 
on the back of a bareboat 
charter of up to eight years and 

seven months, Shanghai-listed 
CSD said in an exchange filing.

Total charter cost amounts to 
$248m, based on the three-
month US dollar LIBOR interest 
rate of 2.78% on January 8, 
2019.

Maersk pilots physical container 
inspections
MAERSK has recently begun 
physically inspecting containers 
in four US ports as part of a pilot 
programme to ensure correct 
cargo descriptions and storage, 
the company announced 
Thursday. 

The company is funding random 
inspections of import and 
export cargo containers at 
Newark Berth 88, Houston 
Bayport, Miami Pomtoc and 
New Orleans Ceres terminals to 
verify contents match 
descriptions given and that 
cargo is correctly stuffed, 
latched and secured. 

Maersk hopes the data collected 
will help develop procedures 
ensuring the accuracy of cargo 
descriptions and improved use 
of the Code of Practice for 
Packing of Cargo Transport 
Units.
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