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Maersk to cut British and 
South African cadet intake

MAERSK LINE WILL “significantly reduce” the number of cadets it 
recruits from the UK and South Africa each year in favour of Danish 
and Indian trainees.

While Maersk has declined to quantify the number of cadet recruits 
affected, the move has raised concerns at the officers’ trade union 
Nautilus, which fears “a serious impact on seafarer jobs and the 
stability of the UK industry”.

In a press release issued on Friday morning, Nautilus insisted that it 
had firm knowledge, via its membership, of Maersk’s plans to “take its 
remaining vessels off the UK Ship Register, exit the UK Tonnage Tax 
and end the training of UK Cadets”.

Maersk Line, however, points out that it has not had any owned 
container vessels flying the UK Flag since December 2015 and Maersk 
Supply Services does not have any offshore supply vessels currently 
registered under the UK flag.

Maersk Line affiliate Svitzer, owned by Maersk parent company AP 
Moller-Maersk Group, does flag a fleet of around 70 vessels, mostly 
tugs. 

Maersk Line has confirmed that it will continue to fulfil its statutory 
commitment under UK tonnage tax and give all current cadets the 
opportunity to complete their training.

Such commitments, however, were insufficient to assuage the concerns 
of Nautilus general secretary Mark Dickinson, who used the 
opportunity to call for government assurances that commitments to 
supporting the SMarT Plus training initiative, which aims to support 
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THE Baltic Exchange has postponed a critical 
choice on how its dry bulk time charter index 
definitions will reflect IMO 2020, the switch to 
0.5% sulphur fuel next January.

That decision, to be made by the Baltic Index 
Council was originally expected by the end of last 
year.

A confidential document sent to Baltic members 
on this week confirms that the deadline is now 
“during the first quarter” and would incorporate 
input that will not be obtained until late February.

For some market participants, the financial stakes 
of this decision could be substantial.

If the benchmark ship that underlies an index 
– and thus all of the outstanding forward freight
agreements (FFAs) based on that index that settle
after January 1, 2020 – is effectively changed to

require the use of much more expensive 0.5% 
sulphur fuel, critics argue that the value of the 
previously purchased FFAs would materially 
decrease.

FFA trading participants who oppose such a 
change claim that ships burning IMO 
2020-compliant fuel would be at a significant 
competitive disadvantage to those burning heavy 
fuel oil and using scrubbers.

Consequently, they believe tens of millions of 
dollars could change hands from those who are 
‘long’ post-2020 dry bulk timecharter FFAs to 
those ‘short’ the derivatives.

Given the prodigious scale of open interest of 
dry bulk time charter FFAs settling after 
January 1, 2020 – estimated at around $1bn 
– they argue that the Baltic should instead
create temporary parallel indices, as it has on

WHAT TO WATCH

Baltic delays final decision on IMO 2020 
index changes

cadets moving into officer employment, would not be 
adversely impacted by Maersk’s withdrawal.

“The news coming out of Maersk is deeply 
concerning for the future of the UK maritime 
industry, especially in light of the recent 
announcement from P&O and rumours that CMA 
CGM is also set to leave the UK register,” said Mr 
Dickinson in a statement.

He added: “Brexit has already put UK seafarer 
certificates at risk and the ongoing uncertainty is 
forcing the hand of large businesses — it has created 
a perfect storm, threatening the current and future 
employment of UK-based workers.”

The row comes at a sensitive time for the UK Ship 
Register, hot on the heels of P&O’s decision last 
month to reflag its cross-Channel ferries from the 
UK to Cyprus, in response to Brexit. 

Other owners have publicly stated that they are 
mulling their options, citing fears around Brexit.

These include Atlantic Container Line, Stolt-Nielsen 
and major ferry operator Stena, which all separately 
confirmed that this was the case to Lloyd’s List. But 
none of them have yet taken definitive decisions.

Countering Nautilus’ warning of a continuing 
decline in the number of British seafarers and 
UK-flagged vessels, Bob Sanguinetti, chief executive 
of the UK Chamber of Shipping, stressed that the 
quality of officers trained in the UK was renowned 
throughout the world.

This was evidenced by the numbers of foreign 
nationals undertaking officer training in this 
country, and the high levels of demand for their 
skills in the global fleet and in many shore-based 
jobs, he said.

“We do not see that this is in any way diminished by 
today’s news and we remain optimistic that the 
ambitious targets for increasing recruitment, 
training and employment of UK officers will be met,” 
he added.

“The UK Chamber of Shipping, working with 
government, is totally committed to making the UK 
as competitive as possible, and are looking closely at 
why the Maersk decision did not come out in favour 
of the UK.”

The Maritime and Coastguard Agency, of which the 
UKSR is part, said today that it was unable to 
comment on Maersk’s intentions at this time.
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some occasions in the past. They propose that 
indices underlying open FFA interest should 
continue to be based on ships using pre-IMO 
2020 fuels (and by implication, scrubbers) and 
temporary, transitional parallel indices should be 
created to track rates for ships using compliant 
fuel.

A fund manager who is a major FFA market 
participant told Lloyd’s List that his company and 
several other market participants remain opposed 
to changes that would inherently alter the index 
definition and affect the value of previously 
purchased FFAs settling after the IMO deadline.

The fund manager, who spoke on condition of 
anonymity, confirmed that there are ongoing 
communications on the dispute with the Baltic 
Exchange and its representatives.

In terms of timing, Baltic Exchange chief 
executive Mark Jackson stated during a members-
only meeting in Singapore in November that the 
intention was to “go back to the index council and 
actually publish our position based on the 
decision in December. If there is something new 
or if something gets in the way, that might be 
delayed until January, but we are really trying to 
get something out by December.”

In a circular to members in December, the Baltic 
said that “due to the Christmas holidays, no 
decision would be made by the BIC this year” and 
that more information would be available by 
January 12.

On January 15, the Baltic announced that it would 
shortly be issuing a “consultation paper” and 
seeking further feedback. That document was 
released to members this week, with members 
asked to “please treat this consultation paper and 
its contents as confidential”.

The paper, obtained by Lloyd’s List, requests 
responses by February 22, “so that all comments 
can be considered by the BIC and its decision 
announced during the first quarter of 2019, so as 
to minimise any uncertainty in the market”.

The paper asks Baltic members three basic 
questions involving the time charter indices: Is a 
change to the fuel reference in the vessel 
description required? Should the base vessel be 
scrubber-fitted or not? How would an index 
change impact open FFA interest?
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Asked whether the delay in the BIC decision was 
related to concerns raised by FFA traders, Baltic 
Exchange spokesman Bill Lines said: “The 
extended timetable and consultation paper are 
moves designed to bring together all the feedback 
gathered during 2018 at the numerous meetings 
and forums held by the Baltic Exchange around 
the world. They allow the Baltic Index Council to 
consider all viewpoints from across the market and 
to arrive at a reasoned decision thereafter.”

The consultation paper also notes that the 
outcome of the decision-making process “may be 
subject to regulatory concurrence”.

The BIC is applying to be regulated as a 
benchmark administrator by the UK Financial 
Conduct Authority, and the statement in the 
consultation paper implies that the BIC decision 
could be subject to FCA review.

Asked whether the language on regulatory 
concurrence refers to the FCA, Mr Lines did not 
respond directly and said only that Baltic 
benchmarks “are produced to the standards set 
out the International Organization of Securities 
Commissions under its Principles for Financial 
Benchmarks”.

A central revelation in the consultation paper is 
that the Baltic’s “currently favoured proposal” is to 
“clarify and confirm” that the vessels underlying 
the dry bulk time charter indices post-2020 should 
be “non-scrubber-fitted”.

This would not expressly change the language in 
the index guidelines and specify that the 
benchmark ship’s fuel must be IMO-2020 
compliant fuel, but it would effectively do the 
same thing, because non-scrubber-fitted vessels 
would have to use 0.5% sulphur fuels after the 
IMO deadline.

If the BIC concurs with the Baltic’s favoured 
proposal, it may set the stage for a clash with 
certain parties in the FFA trading community, 
who have confirmed they could pursue both legal 
and regulatory remedies.
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COAL exports passing over the dedicated berths of 
South Africa’s Richards Bay Coal Terminal dipped 
unexpectedly last year as buyers in Asia turned their 
attention elsewhere and some miners struggled to 
meet production targets.

Volumes at RBCT dropped 4% year on year to 73.5m 
tonnes. The the decline was down to weaker global 

demand rather than terminal performance, said 
chief executive Alan Waller.

With India taking an estimated 48% of RBCT 
exports in 2018 and the country’s total imports 
increasing, one analyst told Lloyd’s Loading List the 
drop-off in exports via RBCT was due to pricing and 
the inefficiency of South Africa’s coal industry.

ANALYSIS

South African coal exports indicate 
a reshaping of bulk carrier demand

Big Three, Big Two, Bigger One
SOUTH Korea’s “Big Three” look set to become the 
“Big Two”, writes Cichen Shen.

Following the conditional agreement announced by 
Korean Development Bank yesterday, Hyundai 
Heavy Industries appears half way towards 
acquiring its compatriot rival, Daewoo Shipbuilding 
& Marine Engineering.

The proposed offer, if it goes through, will make 
HHI as a group — already the world’s largest 
shipbuilder, even larger — with a combined 
orderbook of 333 vessels or 16.3m cgt, based on 
Clarksons statistics as of the end of 2018.
Samsung Heavy Industries, the other shipbuilding 
giant in Korea and the runner-up globally, only has 
4.6m cgt. Yangzijiang Shipbuilding, the largest in 
China, has 2.1m cgt.

A marriage between HHI and DSME can reduce 
costs and increase efficiency while also avoiding 
excess competition — at least in theory.

A case in point is that the Korean builders have 
almost cornered the newbuilding markets for large 
liquefied natural gas carriers last year, yet still failed 
to lift the ship price much, despite a jump in steel 
costs. The takeover may help on that front, 
especially when more Asian yards are now striving 
to grab a slice of that cake.

The timing is important.

HHI’s net loss widened to Won633bn ($569m) in 
2018 from Won93.4bn the year before.

DSME, which enjoyed a profitable 2017, lost about 

$290m in third quarter.

Costlier raw materials are certainly critical. But 
another big reason is reduced deliveries resulting 
from an extraordinary slump in new orders in 2016.

Accordingly, the subsequent recovery in newbuilding 
contracts since 2017 will strengthen the pair’s 
bottom line in 2019-2020. That will help convince 
investors and the public, with hindsight, that the 
merger was a wise move.

But before any envisaged success, the deal will also 
face strong headwinds.
The trade unions of HHI and DSME have already 
raised their voices against a tie-up of the two 
companies over fears about potential 
redundancies.

What is more, a merger on such a big scale will 
inevitably trigger antitrust concerns. Japan’s dispute 
with South Korea over the alleged unfair 
competition caused by the latter in shipbuilding aid 
is still being played out at the World Trade 
Organisation.

Under the agreement this time, HHI is not using 
cash, but new shares, to trade for KDB’s 55.7% stake 
in DSME. As a result, KDB will become the second-
largest shareholder of the new shipbuilding company 
— a holding company to be established to manage 
the combined shipbuilding assets.

In other words, the state lender is not ceasing its 
financial support to DSME or HHI. It is just turning 
its backed shipbuilder into a bigger one to beat off 
foreign competitors.

OPINION
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Rahul Sharan, lead analyst at Drewry, said South 
African coal miners that supply electricity producer 
Eskom suffered disrupted operations, which hurt 
output. With Eskom suffering critically low coal 
inventories and struggling to secure coal, “many” 
export coal cargoes are diverted to its power plants.

South Africa’s exporters also struggled on price, 
not least in comparison to exports from rivals in 
Australia shipped out of Newcastle’s coal 
terminals.

“For most of 2017, Newcastle’s coal prices were 
more than Richards Bay coal prices,” said Mr 
Sharan. “For most of 2018, it was the opposite. 
Richards Bay coal prices went up and were higher 
than Newcastle prices by more than 20% by July 
and August.”

RBCT could see a rebound this year and the long-
term future looks brighter still. South African coal 
miner Exxaro aims to double its coal exports 
through the Richards Bay export terminal by 2023, 
from 8m tonnes a year at present, while rail 

company Transnet is intending to expand capacity to 
Richards Bay to 97.5m tonnes per annum.

Moreover, Mr Sharan said that even though RBCT’s 
coal exports were sluggish, the impact on bulk 
carrier demand was limited, at least when key 
market India switched its attention to Indonesia’s 
steam coal miners. He noted that the west coast of 
India is equidistant from South Africa and 
Indonesia.

“Any shift away from South Africa and increase in 
trade from Indonesia has not made any difference 
from a dry bulk shipping point of view,” he said. 
“However, the shipments to India’s east coast badly 
affected tonne miles when India replaced some 
South African coal cargo with Indonesian coal.

“Meanwhile, there has been another development 
taking place in India. India is trying to diversify its 
coal sources and, in this regard, has increased its 
shipments from the US. So, there has been some 
replacement of South African coal with the US coal 
which has actually helped tonne miles to grow.”

SLOWING Chinese bulk import growth weighed 
heavily on the dry bulk shipping sector last year and 
could cause further demand-side weakness during 
2019, according to BIMCO.

The shipping association said China’s total imports 
of iron ore and soyabeans fell 1% and 7.9%, 
respectively, year on year during 2018, with 
soyabean imports affected by declining purchases 
from US farmers as the US-China trade war 
escalated.

China’s imports of coal grew by 3.7% in 2018. 
However, the expansion was still bearish in 
comparison with the year-on-year import growth of 
6% recorded in 2017, and 20% in 2016.

BIMCO’s latest dry bulk report noted that Chinese 
imports have assumed huge significance for the 
sector in recent years, so the deteriorating demand 
outlook could hurt owner earnings during 2019.

“Slower growth and outright declines in Chinese 
bulk imports will harm the shipping industry and 
the many shipowners who for years have relied on 

China’s growing imports to ensure employment for 
their ships,” said Peter Sand, BIMCO’s chief shipping 
analyst.

According to Nomura, total Chinese imports fell to 
“a much weaker than expected -7.6% year on year in 
December from 2.9% in November, the lowest point 
since July 2016”. In a new report released this 
morning, the analyst predicted “import growth is 
likely to continue contracting” as the Chinese 
economy slows.

China’s manufacturing growth expectations are also 
turning tepid, with the official January 
manufacturing Purchasing Managers Index 
indicating contraction, while the International 
Monetary Fund forecasts that global growth will fall 
from 3.7% in 2018 to 3.5% in 2019.

China’s iron ore imports totalled 1.06bn tonnes last 
year. Yet, although this was just 1% lower than a year 
earlier, BIMCO claimed the year-on-year decline 
— the first since 2010 — represented “a turning 
point” for the seaborne trade.

MARKETS

China’s bearish demand set to hit 
bulker earnings
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“Given new policies and more efficient steel mills, 
2017 may have been the peak year for Chinese iron 
ore imports,” said the report.

Lower iron ore imports have not translated into 
lower steel production in China. Rather, more 
efficient mills that use scrap to produce steel have 
been able to increase production while reducing 
demand for iron ore. With authorities now setting 
targets to increase the use of scrap in steel 
production to reduce pollution, this could curb 
future expansion of iron ore imports.

“Iron ore imports may start to drop at an even faster 
pace than we saw in 2018,” said Sand.

“Therefore, what is usually a mega-driver for dry 
bulk shipping demand may start to fade and dry 
bulk ships will have to look for new cargoes.”

Government policy is also set to weigh heavily on 
coal import growth. Chinese coal imports grew 3.7% 
last year to reach 281.2m tonnes. However, growth 
fell away as the year progressed.

In July, China imported 29.1m tonnes of coal and at 
this point accumulated growth was at 14.7%. After 
July, imports fell on a monthly basis, culminating in 
imports of just 10.2m tonnes in December with 
anecdotal evidence suggesting Chinese policy 
favoured a reduction in imports as electricity 
demand slowed.

“Chinese coal imports rely heavily on government 
decisions and policies and therefore remain a swing 
factor in 2019,” said Mr Sand.

In the grain sector, the key factor in 2018 was the 
escalation of the US-China trade war, which curbed 
transpacific movements of soyabeans to China.

Total China soyabean imports fell to 88m tonnes in 
2018, down 7.9% from 2017. “A 25% tariff on US 
soyabeans arriving in China, which has been in 
place since July, and increased hostilities between 
the two nations is behind much of this fall,” reported 
BIMCO.

In 2017, China imported 32.9m tonnes of 
soyabeans from the US. Yet this fell to just 16.6m 
tonnes in 2018, which BIMCO estimated was 
equivalent to the loss of 218 panamax loads (of 
75,000 tonnes each) on the transpacific trade.

China switched much of its import requirements to 
Brazil, which resulted in an extra 15.3m tonnes of 
soyabean exports by Brazil to China, the equivalent 
of an extra 204 panamax loads compared with 2017.

“Lower soya meal content in pig feed to reduce 
demand for soyabeans, tapping into stocks and 
increased imports from elsewhere have allowed 
China to shy away from US soybeans for the whole of 
2018,” said Mr Sand.

“Ongoing trade talks and an apparent Chinese 
promise to increase imports from the US have led to 
Chinese buyers to slowly increase their imports of 
US soyabeans in the last few weeks of 2018 and into 
2019. But the result of this round of trade talks will 
likely set the tone for this trade in 2019.”

IN OTHER NEWS
Brightoil concedes $1.9bn total debts
BRIGHTOIL Petroleum Holdings 
has shed more light on its 
financial situation as it grapples 
with its debt issues.

Following the $250m creditor 
claims it revealed earlier this 
month, the Hong Kong-listed 
Chinese oil and gas firm has now 
said in an exchange filing it has 
about $1.9bn in total debts.

It is now working with a 
committee formed by its key 
financiers on a potential 
restructuring pending due 
diligence and calculations on 

required working capital.

PIL pilots non-negotiable e-BL on 
lunar new year shipment
THE pilot use of an electronic bill 
of lading (e-BL) on a Pacific 
International Lines shipment 
almost eliminated the time taken 
to transfer the title deed for a 
lunar new year shipment of 
mandarin oranges.

Singapore-based PIL said the trial 
using the IBM Blockchain-
powered e-BL reduced the 
administrative process, which 
used to range between five and 
seven days, to just one second.

This trial involved a privately-
owned importer, Hupco, and a 
shipment of 3,000 cartons of 
mandarin oranges.

Global Ports Holdings secures 
Antigua and Barbuda cruise 
concession
GLOBAL Ports Holding, the 
UK-listed cruise port operator, has 
agreed a deal with the 
government of Antigua and 
Barbuda for exclusive cruise port 
operations on the Caribbean 
islands.

Following the signing of a 
memorandum of understanding 
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last year, GPH has inked a 30-year 
concession with the country, 
marking the group’s second foray 
into the Americas. In May 2018, 
GPH signed off on a 15-year 
management deal with the prized 
cruise port of Havana, Cuba.

As part of its deal with Antigua 
and Barbuda, GPH, the world’s 
largest cruise operator, will not 
only manage cruise operations 
but also finance the completion 
of Antigua’s new pier allowing the 
call of Oasis-class ships.

Navios Partners unveils new financing 
as it returns to profit
NAVIOS Maritime Partners has 
highlighted “favourable” new 
financing deals as it posted a 
marginal net profit and adjusted 
net income of $5.1m for the 
fourth quarter.

The US-listed owner, which 
controls a predominantly dry bulk 
fleet of 38 ships, has clinched 
agreements amounting to 

$174.3m with four banks for 
refinancing 12 ships — eight 
capesizes, one panamax and 
three ultra-handymax bulkers.

It also entered a $25m leaseback 
deal for two capesizes, the 2005-
built Navios Fantastiks and the 
2004-built Navios Beaufiks.

UK retrofit firm gets scrubber 
contract for over 30 boxships
CLEANSHIP Solutions has been 
awarded a contract to retrofit 
more than 30 boxships with 
exhaust cleaning scrubbers on 
behalf of an unidentified “large 
container vessel operator”.

The UK-based engineerd will carry 
out retrofits on vessels ranging 
from 7,500 teu to 15,000 teu.

According to Cleanship Solutions, 
the agreement covers all aspects 
of the scrubber retrofit 
engineering phase, including 3D 
scanning, class design and 
production design. The company 

was unable to disclose who the 
client is.

Shizuoka to supply ‘boxed LNG’ to 
Dalian Inteh unit
SHIZUOKA Gas, the Japanese 
city gas supplier, has signed a 
sale and purchase agreement 
with China’s Clean Energy Co for 
the delivery of liquefied natural 
gas as containerised cargoes 
from the Shimizu LNG terminal.

The agreement calls for the 
delivery of 1,600 tonnes of LNG 
annually over three years through 
to 2021, according to a statement.

This is the first binding term 
contract signed in Japan to 
transport LNG through ISO tank 
containers to China. The use of 
such standardised containers is 
touted as providing flexibility for 
LNG cargoes to be transferred 
across different transport modes 
— ships, trucks and rail to name a 
few. 
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