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Daily Briefing
Leading maritime commerce since 1734

Tuesday January 15, 2019

What the latest China trade 
data tells shipping

CHINA’S POORER-THAN-EXPECTED TRADE figures in December 
partially proved earlier concerns in the market — that rush orders by 
US importers seeking to avoid tariff increases on Chinese products 
would have repercussions.

In US dollar terms, Chinese exports last month were down 4.4% 
year-on-year, the worst in three years, according to statistics from the 
General Administration of Customs. At the same time, imports 
dropped 7.6%, the sharpest fall since July 2016.

A closer look at the customs report shows that exports to the US in 
December fell 3.4% from the year-ago period to $40.3bn.

With the traditional slack season and China’s lunar new year in 
February, a bleak first quarter, if not first half, of this year is probably 
inevitable for container shipping carriers and terminal operators on 
transpacific trade.

The flipside of this is that the worse China’s economic data looks, the 
stronger Beijing will feel about the need for a truce in its trade war 
with Washington.

The optimistic tone, struck by negotiators from both sides following 
their latest meeting in Beijing, seems to be a portent of positive results.

But aside from the geopolitical disruption, what worries people more is 
perhaps a sinking global trade along with a slowing world economy.

The US economy is expected to slow down this year, with some even 
predicting a recession by 2020. The National Retail Federation and 
Hackett Associate in its recent report forecast declining container 
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CONTAINER imports on the US east and west 
coasts grew by 3.7% and 8% respectively in the first 
11 months of 2018, compared with the same period 
in 2017, according to data from BIMCO.

Record high levels of inbound laden containers 
were recorded on both coasts in October with the 
west coast at 1.1m teu and the US east coast at 
910,000 teu. July and September were also record-
breaking months on the west coast, while July and 
August broke through previous highs on the east 
coast.

“The record high levels in October can be explained 
by several factors, including improving port 
infrastructure and connections,” said BIMCO chief 
shipping analyst Peter Sand. “Frontloading ahead of 
the then expected increase in tariffs on Chinese 
goods from January 1, 2019 has also been an 
important development.”

But with container imports down in November on 
both coasts, the effects of full inventories and the 
result of the ongoing negotiations between China and 
the US would heavily influence what 2019 would have 
in store for container ports in the US, Mr Sand added.

“With many stocks full and uncertainty regarding 
the outcome of ongoing trade talks between China 
and the US, it seems doubtful that the levels of 
frontloading seen at the end of 2018 will continue 
into 2019,” said Mr Sand.

“Especially the unknown as to whether or not tariffs 
will be increased in March, which would happen if 
the negotiations fail, is a cause for concern for all 
companies affected, including the container 
shipping industry.”

BIMCO estimates that 27.5m tonnes of containerised 
imports to the US are affected by the tariffs. This 

WHAT TO WATCH

Trade war threatens US box terminals 
after record year

imports in the coming months and an overall 
weakness for the first half of the year.

Consumer appetite in other developed economies 
appears to also have softened.

China’s exports to the Netherlands, Italy and France 
fell 11.1%, 6.2% and 5.3% respectively in December, 
while those to the European Union as a whole 
sustained flat growth to $37.6bn, the customs data 
indicated. Outbound trade to Japan slid 1% as well.

“The recent negotiation between high-level officials 
from China and the US is expected to ease the trade 
tension,” Li Chao, chief macro analyst at China’s 
Huatai Securities, said in a note. “But with the possible 
deceleration of the global economy and the lagged 
effect from the Sino-US trade conflict, we’re still not 
optimistic about China’s export growth in future.”

Meanwhile, the disappointing inbound trade, a 
reflection of China’s muted domestic demand, has 
cast a shadow over dry bulk shipping, at least for 
iron ore carriers.

The 5% year-on-year drop in iron ore imports in 
December has added to the downbeat mood in the 
sector, with the full-year results standing at a 1% 
contraction — the first annual decline since 2010.

The China Metallurgical Industry Planning and 
Research Institute, a government consultancy, 
predicted last month that consumption of iron 
ore (above 62.5% Fe) in the country would fall 4.9% 
to 1.15bn tonnes in 2019, amid waning steel 
demand in the property, automobile and energy 
sectors.

“The situation with iron ore is worrying,” brokerage 
Banchero Costa told Lloyd’s List in an email, adding 
that the pessimistic sentiment in China’s real estate 
markets did not bode well for the commodity’s 
prospects.

However, the oil and gas sector has managed to buck 
the downwards trend.

Imports of crude oil jumped nearly 30% on the year 
to 43.8m tonnes, while those of liquefied natural gas 
increased almost 17% to 923 tonnes.

Washington is keen to sell these two US-produced 
energy sources to China. In any bilateral trade 
agreement between the two countries, Beijing is 
more likely to want to comply with this rather than 
compromise on its ‘Made in China 2025’ strategy.

If this materialises, it will be good news for owners 
of very large crude carriers and LNG carriers.
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represents almost a quarter of container imports to 
the US west coast.

“Any future fall in container imports by the US and 
in particular the US west coast, which is where most 
of the tariffed goods from China are discharged, will 
be particularly harmful for the container shipping 

industry,” Mr Sand said. “Any lowering of volumes 
on the trade lane from the Far East to the US will 
reduce the shipping capacity needed.”

This in turn would lead to excess capacity and lower 
utilisation, and would reduce rates and earnings on 
the transpacific trades, Mr Sand added.

Gender biased shipping panels risk boycott
INDUSTRY panels that fail to feature at least one 
female speaker could be boycotted under new plans 
being put together by a number of influential 
pressure groups.

Dismayed by the slow pace of response to gender 
diversity and lack of female representation at 
industry events, the groups may withdraw 
sponsorship and other commercial support from 
events that present male-only speakers and panels.

The Women’s International Shipping & Trading 
Association International, Wista UK and the UK-
based Women in Maritime Taskforce are 
understood to be considering a range of actions and 
will target high-profile events such as London 
International Shipping Week, held every two years 
across the UK.

Wista International president Despina Theodosiou 
confirmed that its members have considered 
withdrawing commercial support from events and 
organisations that fail to support gender diversity.

Sue Terpilowski, president of Wista UK and chair of 
UK Women in Maritime Taskforce, confirmed 
similar discussions.

Members of the three groups work across the global 
maritime industry often in commercial companies 
with considerable marketing budgets.

A boycott of events will be a last-step action, Lloyd’s 
List understands, and would only be used if event 
organisers persistently fail to feature diverse 
speakers and panel debates.

LISW steering group chairman John Hulmes 
acknowledged the widespread gender imbalance in 
the UK maritime industry.

He said he is willing to work with the Women in 
Maritime Taskforce and Wista to find female 
speakers for this year’s event in September.

“I have always strongly supported and will continue 
to support gender diversity at London International 
Shipping Week,” he told Lloyd’s List.

However, he said the overarching goal of the LISW 
steering committee was to create the best 
conference programme possible.

It would be a “disservice to shoe-horn someone into 
a panel if they did not have the requisite knowledge 
or expertise, male or female,” he said.

All three pressure groups are currently putting 
together a female ‘speaker pool’, or list of subject 
matter experts by region.

The lists will be freely available via the Wista and 
Maritime UK websites and should be ready in the 
first quarter of 2019.

Public speaking and presenting training will be 
provided free to female maritime professionals 
looking to take part in live events and panel 
debates.

The Women in Maritime Taskforce (UK) aims to 
have at least one female panel member during every 
2019 LISW official event.

South Korea offers sale-and-leaseback 
package to shipping
SOUTH Korea is offering more support to its 
beleaguered maritime sector with a sale and 
leaseback programme for 11 small and medium-
sized shipping firms.

South Korea’s Ministry of Oceans and Fisheries and 
the Korea Ocean Business Corporation were 
reported by Yonhap to have received applications for 
18 ships worth Won341.5bn ($305m) in the first 
tranche of the programme for this year.
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The government plans to shortlist the candidates by 
the end of February and seek to provide the shipping 
companies, which it did not name, with funds 
starting from March.

The programme has been run only once previously 
in 2018, but is slated to have three instalments in 
2019 with an allocation of around Won100bn to 
support local small and medium-sized shipping 
companies. The quantum of support may change 
depending on conditions, officials added.

“The ministry plans to continue expand the scope… 
and provide more support to cash-strapped small 
and medium-sized shippers.”

Korea Ocean Business Corporation is a government 
body set up to support South Korea’s struggling 
shipping sector.

It partially provided funding of about $2.8bn for 
South Korean line Hyundai Merchant Marine’s 

massive container vessel acquisition programme last 
year. The bulk of these newbuilding orders have also 
gone to South Korean yards such as Daewoo 
Shipbuilding & Marine Engineering and Samsung 
Heavy Industries.

Japan last year filed a complaint at the World Trade 
Organisation about South Korea’s shipbuilding 
subsidies.

Separately, DSME has announced a Won410bn deal 
to build four very large crude carriers.

DSME said in a stock exchange filing that the deal 
was with an “Oceanian shipper” and the vessels are 
due for delivery by February 2021.

The last time that the yard used this phrase to 
describe a newbuilding order was the spate of LNG 
carrier deals sealed by the Minerva Marine group at 
the end of last year.

Changing lanes: 2019 box trade forecast
GLOBAL containerised trade is projected to have 
seen an annual growth rate for 2018 of circa 2%, 
down from the healthier rate of 6% the previous 
year, while supply is estimated to have seen an 
annual increase of 4% last year, down from 10% in 
2017.

In this short analysis, we look back at the major 
changes that occurred in 2018 and forecast the 
trends for the year ahead.

All the three major trade lanes are expected to 
report strong year-on-year growth rates for 2018.

Transpacific and Asia-Europe are expected to have 
grown around 3% (with growth of more than 3% and 
more than 5%, respectively, for the final three 
months of 2018.) The transatlantic trade is 
anticipated to have grown by approximately 6% 
(approximately 4.5% in the last quarter of 2018).

For 2019, we forecast growth in the region of 5%, 
with the transatlantic route expected to grow by a 
similar magnitude to that experienced in 2018, 
while the other two main east/west trade lanes will 
grow by around 4.5%.

The port statistics available at the time of this 
analysis suggest that the major container ports have 

generally reported positive performances for 2018, 
confirming at least some recovery in the global 
economy.

The major container ports in the US (for example, 
Long Beach, Los Angeles and New York), Europe 
(eg Rotterdam, Antwerp and Piraeus) and China 
(eg Shanghai, Qingdao and Ningbo) reported 
healthy growth in traffic in the third quarter of 
2018.

However, despite the robust results emerging from 
the demand side, 2018 did not see an end to the gap 
between demand and supply.

Based on the most up-to-date data available at the 
time of this analysis, we estimate that total capacity 
deployed in 2018 increased by approximately 4% 
compared with last year and by about 74% compared 
with 2006.

Analysing the supply side in more detail, the annual 
increase estimated for 2018 is mainly driven by 
ships with a capacity of 20,000 teu, estimated to 
have increased by over 200% in 2018 year-on-year. 
This class of ships is forecast to grow by a further 
45% in 2019.

Overall, we forecast fleet capacity to experience 

ANALYSIS
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growth in the region of 4% in 2019 (this figure does 
not take into account potential scrappages).

In 2018 we counted only 48 ships, both fully and 
semi-cellular, that went to the scrap yard.

This is down dramatically on the 197 counted in 
2017 and the 229 counted the previous year; the 
capacity removed accounting for approximately 
63,000 teu versus the 640,000 teu removed in 2016.

The reason underpinning the decrease in the 
number of ships scrapped is mainly due to the 
increase in value of panamax vessels.

We expect the number of ships scrapped in 2019 to 
increase, as we approach the introduction of the 
stricter sulphur emission regulation in 2020.

In 2018, 183 new ships comprising a capacity of 
1.14m teu were ordered. With the most significant 

newbuild sign-offs made by Hyundai Merchant 
Marine, which is in the process of increasing its fleet 
by 95%, ordering 12 ships of 23,000 teu and eight 
ships of 15,000 teu.

For 2019, the orderbook for fully-cellular vessels is 
anticipated to total 840,000 teu, with around 136 
vessels making up the full-year orderbook.

Over the course of 2019, 18 ships of more than 
20,000 teu are due for delivery, adding 1.5% to 
overall fleet capacity.

Cosco is expected to lead the way in terms of 
newbuilds by teu capacity, equating to some 20% of 
the total orderbook. Fellow Ocean Alliance member 
Evergreen and 2M member Mediterranean Shipping 
Co both have a share of 18%.

ONE is the largest representative from The Alliance 
with 7% of the total fleet on order.

THE marine bunker industry may soon find itself 
the beneficiary of a new fuel technology now under 
development at a small installation located at 
Squamish, on Howe Sound, a few miles north of 
Vancouver, British Columbia.

Oil majors Chevron and Occidental are throwing 
their weight behind the project, run by Canadian 
start-up Carbon Engineering, which captures carbon 
dioxide from the atmosphere to use in fuel or in 
enhanced oil recovery.

The firm claims that its fuel products are “fully 
compatible with existing cars, trucks, ships and 
planes, allowing existing vehicles to dramatically 
reduce their carbon emissions without modification”.

Unlike more traditional carbon capture technologies 
which rely on extracting carbon dioxide close to the 
source of the emissions, CE captures carbon dioxide 
directly from the air from any location on the planet.

“Carbon Engineering was founded with a mission to 
develop and commercialise technology to remove 
CO2 from the air on an industrial scale,” said Geoff 
Holmes, who heads the firm’s business development.

“We have always seen it as a way to manage 
emissions from diffuse and mobile sources that don’t 
lend themselves to elimination or capture at source, 
such as from aviation and shipping,” Mr Holmes told 
Lloyd’s List.

Of particular interest to the shipping industry is 
CE’s proprietary “Air-to-Fuels” technology which 
enables the firm to combine captured carbon dioxide 
with hydrogen to produce drop-in synthetic fuels 
suitable for marine engines.

According to Mr Holmes, who cites the example of 
Qatar’s Pearl GTL project, the “Air-to-Fuels” process 
is like the Fischer-Tropfch synthesis in which a set of 
chemical reactions changes a mixture of carbon 
monoxide gas and hydrogen gas into a liquid 
hydrocarbon such as gasoline.

“We can do this using renewable electricity that’s 
become very, very cheap and isn’t good at 
electrifying large ships, and instead use that to 
produce the kind of hydrocarbon fuels that today’s 
engines want, without the use of fossil energy input 
and thus without fossil fuel emissions to the 
atmosphere,” Mr Holmes said.

MARKETS

Future Fuels: Chevron and Occidental 
invest in CO2 removal technology
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“In a happy coincidence, we can do so without any 
sulphur content in those fuels as well,” Mr Holmes 
said, adding that “we improve the footprints for 
greenhouse gases, particulate matter, and sulphur 
oxides”.

Mr Holmes believes the firm, which can currently 
capture a tonne a day of CO2, has shown that its 
technology works “end-to-end” and that the entrance 
of Chevron and Occidental will enable “large-scale 
production”.

For Occidental, the application of the technology will 
largely take the form of enhanced oil recovery, a 
point underscored by senior vice-president, 
Operations Support, Richard Jackson.

“Carbon Engineering’s direct air capture technology 
has the unique capability to capture and provide 
large volumes of atmospheric CO2. This capability 
complements Occidental’s enhanced oil recovery 
business,” Mr Jackson said.

Barbara Burger, head of Chevron Technology 
Ventures, said her firm is interested in looking at 
innovations around carbon capture. Of particular 
importance, she said, is the fact that CE uses carbon 
dioxide to make synthetic fuels.

In California, Chevron owns oil refineries at 
Richmond and El Segundo, and operates bunkering 
facilities at San Francisco, Oakland, Richmond, Los 
Angeles and Long Beach.

Logistics focus puts brakes on big ship orders
CARRIER moves to focus on the wider supply chain 
rather than battle for fleet size could benefit the 
supply-demand balance in the container shipping 
sector, according to analysts at Drewry.

Although weaker global macro-economic drivers 
contributed to a downgrade to Drewry’s port 
throughput growth forecast for 2019 to 
approximately 4%, that softening trend should be 
mitigated by changes made on the supply side to 
better balance the market, Drewry said.

“We believe that the industry’s supply-demand 
balance will benefit from a reduced appetite for ultra 
large container vessels among the major carriers, 
some of which now have their eyes fixed on a bigger 
prize of becoming global logistics integrators,” said 
Drewry container research manager Simon Heaney.

Several container lines have been putting their focus 
on integrating supply chain services with their 
ocean freight offerings.

Maersk this month began to market the value-added 
services of Damco’s Supply Chain Services and 
Maersk Line’s Ocean Product as Maersk products 
and services.

CMA CGM, the French carrier, has also been 
boosting its logistics presence through its acquisition 
of a 33% stake in CEVA Logistics, which has taken 
over the line’s freight management business.

“Aside from feeder ship replenishment, there has 

been no reaction from other lines to HMM’s mega 
ship order and as such we have greatly reduced our 
projected new orders for 2020 onwards,” said Mr 
Heaney.

This led to a much brighter supply-demand index 
forecast for carriers in the years to 2022, although 
Drewry’s index remains below 100, indicating a tight 
but still oversupplied market.

“Ultimately, we believe that these adjustments on 
the supply side will be sufficient to cushion the blow 
from slowing demand growth and will contribute to 
better freight rates and profits,” Mr Heaney said.

The supply side could be further constrained by the 
upcoming IMO2020 low-sulphur regulations, as 
ships were removed from service for scrubber 
installation.

Drewry also expects shipowners to idle and 
eventually scrap older, less economic vessels before 
the January 1, 2020 deadline. Wider use of slow 
steaming would also help absorb new capacity and 
reduce the influence of cascading on the supply-
demand balance.

“Last year was one of the most unpredictable the 
container shipping industry has faced, and this year 
is likely to be similarly volatile with question marks 
still hanging over the US-China trade war and new 
fuel regulations,” Mr Heaney said. “However, despite 
being dogged by uncertainty, Drewry is predicting 
another solid year for the market.”
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IN OTHER NEWS
Former Ezra pipelayer in collision off 
Bintan
A PIPELAY vessel that was 
in the fleet of Singapore’s 
insolvent offshore and marine 
group, Ezra Holdings, is listing 
badly and in danger of sinking 
after a collision off Bintan, 
Indonesia.

The incident, which took place 
over the weekend, involved 
the Pertamina-owned, 2002-
built, 40,094 dwt Hong Kong-
flagged product tanker Antea, 
according to Lloyd’s List 
Intelligence. The tanker had 
earlier left Singapore’s Pulau 
Bukom, where Shell operates a 
refinery, and was bound for 
Ambon while the pipelayer Star 
Centurion departed Pasir 
Gudang in Johor and was 
eastbound when the collision 
occurred.

The stricken vessel is a 2002-
built, 13,360 dwt pipelayer 
that has been renamed Star 
Centurion since October 2017, 
according to data from Lloyd’s 
List Intelligence.

Two shortlisted for Lumsden Point 
cargo development at Port Hedland
PILBARA Ports Authority’s 
long-awaited plans to develop 
new port facilities at Port 
Hedland have moved a step 
closer with two companies 
shortlisted to work out more 
detailed proposals.

PPA has now invited Qube Bulk 
and Melbourne International 
RoRo & Auto Terminal to deliver 
detailed proposals to build and 
operate Lumsden Point.

The development can 
accommodate a logistics hub, 
general cargo wharves and 
cargo lay down areas.

DP World acquires Chilean terminals
TERMINAL operator DP World 
has agreed to take a 71.1% stake 
in Chile’s Puertos y Logistica 
(Pulogsa) as it seeks to extend 
its global footprint.

Under the tender process DP 
World will offer $502m in 
consideration for 100% equity 
ownership. The shares are being 
sold by Minera Valparaiso and 

shareholders associated with 
the Matte Group.

Pulogsa operates a long-term 
concession for Puerto Central in 
San Antonio, as well as owning 
and operating Puerto Lirquen. 
Puerto Central has a capacity of 
over 1m teu and is Chile’s most 
modern terminal. Puerto Lirquen 
is a multipurpose terminal 
handling containers, breakbulk 
and dry bulk.

Coastal Oil’s woes cast doubt on 
Cosco bunkering joint venture
THE fate of a Cosco Shipping-
invested bunkering joint venture 
is hanging in the balance after 
Singapore-based bunker fuel 
supplier Coastal Oil went into 
liquidation.

The joint venture, Costank, is a 
licensed bunker supplier based 
out of Singapore.

A business filing obtained by 
Lloyd’s List showed Costank as 
jointly owned by Cosco Shipping 
(Southeast Asia) and Coastal 
Holdings’ chairman and co-
founder, Tan Sing Hwa.

For classified notices please view the next page.
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