Lloyd’s List &°

Maritime intelligence | informa

Thursday February 14, 2019

Daily Briefing

Leading maritime commerce since 1734

LEAD STORY:
Box ports braced for challenging 2019

WHAT TO WATCH:
Container shipping's cautious outlook

Star Bulk says port scrubber bans
have 'no impact' on its calculations

OPINION:
The strange death of shipping
England

ANALYSIS:
Uncertainty grips charter market

Intra-Asia trade slows as carriers vie
for further growth

MARKETS:
North European container ports face
recession threat

Shortsea operators lose share on
intra-Asia trade

IN OTHER NEWS:
London Gateway looks to exploit
Brexit ferry fiasco

Hutchison Port Holdings hurt by
impairment losses

Hanjin Heavy's shares suspended
over Philippines unit costs

Velesto Energy wins $38m contract
extension from Hess Malaysian

Baltic Exchange rejigs Asia personnel

UK's May defends Seaborne contract
checks

Lloyd's List | Daily Briefing Thursday 14th February

Box ports braced for
challenging 2019

hed g Ll

THE CONTAINER PORT sector’s golden years are firmly in the past,
as more moderate growth levels become the ‘new norm’ and returns
become harder to come by.

This year is set be another challenging one for the industry. Global
container port demand growth is expected to soften against last year
from an estimated 4.7% to just over 4%, according to Drewry.

Although this level of volume growth is perhaps not to be sniffed at on
the face of it, this is still a far cry from the double-digit percentage
gains of yesteryear. Indeed, a 4% rise adds a respectable 40m teu to the
global teu tally.

There is every possibility, however, that growth forecasts could be
quickly downgraded with — like much of container shipping — the
sector looking at how ominously the current US-Sino trade war plays
out. Then there are the repercussions of Brexit, but also geopolitical
uncertainties in other parts of the world that could rapidly dampen
trade sentiment.

This uncertainty raises the risk element when it comes to new port
capacity and would-be investors, explaining why there is a reluctance
to sign off on new greenfield sites.

Drewry raised the point in a recent commentary that even China’s
players, which have been the main driver of new capacity, could be put

off from expanding their global footprint if the Chinese economy slows.

Nevertheless, the analyst still expects global capacity in 2019 to rise by
an additional 25m teu, requiring investment of around $7.5bn.
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For the majority of port and terminal operators, the
focus will remain on how best to utilise existing
facilities.

The shrinking customer base, born as a consequence
of incessant merger and acquisition activity among
carriers — which has also led to just three liner
alliances plying the principal trades — makes this
feat increasingly problematic.

For carrier-affiliated terminals, the answer is to
push through as much business via their respective
lines where possible. But for standalone operators,
creating value for the customer to ensure services
continue to call will remain the priority.

DP World’s Unifeeder acquisition last year to
enhance its European proposition grabbed
the industry’s attention. Box carriers buying
up terminals is a common affair; a terminal
operator moving to acquire a shipping line is a
rare sight.

It is, though, a smart move. Having its own feeder
network will certainly differentiate DP World from
the pack.

Whether others will follow a similar path remains to
be seen, but it is a sign of a change of tack away from
the activities of a traditional port operator. Amid an
increasingly competitive port operator pool, others
too may look to think outside the box to add to their
value proposition.

Technology is one avenue. Drewry highlighted the
myriad opportunities available to the port industry,
whether digitalisation, automation, blockchain,
smart ports or hyperloop, which will continue to be
vigorously explored industry-wide.

The big challenge that remains, it says, is how to find
the way through the minefield of options to focus on
what will really work and what has the best potential.

As returns dwindle, the port industry is also looking
firmly beyond the gate for additional revenue
streams.

In 2018, there was a distinct trend among operators
looking to expand their landside offering to get
closer to the cargo owner and enhance their
presence in the supply chain.

This movement shows little sign of slowing pace,
however, and with seemingly all industry players,
including the major carriers, eyeing similar
strategies competition remains fierce. Some stand to
lose.

But despite the various challenges for the port sector
in monetising assets, the industry is expected to stay
a profitable and stable business in 2019.

With box ports expected to move more than 8oom
teu across quays globally this year, Drewry
anticipates the industry will generate earnings before
interest, tax and depreciation of more than $25bn.

WHAT TO WATCH

Container shipping's cautious outlook

AFTER a less than stellar 2018, the year ahead looks
like it will be another with little to look forward to
for container lines.

Despite early indications that 2018 would mark a
turnaround for carriers following the slump of the
previous few years, in the end the year was largely flat.

While final full-year figures have yet to emerge, it is
likely that if money were made during the year, it
wasn't in large amounts. A weak second quarter was
followed by an uptick in the third quarter, but high
fuel costs took their toll and while rates on the
transpacific saw a welcome boost, other major trade
lanes were weak.

So, what does 2019 have in store for hard-pressed
carriers?
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There are several big trends to look out for in the
coming year, all of which have already started to
emerge.

Firstly, fuel prices will dominate the conversation.
At the end of the year, all carriers will have to be
either using scrubbers, fuelling their ships with
LNG, or using low-sulphur fuel to meet the IMO’s
January 1, 2020.

Given that the number of scrubbers installed across
the entire commercial shipping fleet is only likely to
reach 1,500 by 2020, and that LNG-powered ships
for the moment are constrained to a few cruiseships
and shortsea vessels, low-sulphur fuel is the only
option available for the majority of the world
boxship fleet.
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During the latter half of 2019, carriers will begin to
start using low-sulphur fuel to be ready for 2020. But
at around $250 per tonne more expensive than current
fuels, the question becomes one of who will pay.

There will likely be a battle royale between carriers
and their shipper and beneficial cargo owner
customers this year as carriers try and pass on that
cost to customers.

The starting gun was fired by Maersk in September
when the world’s largest container line pointed out
that the requirement to use 0.5% sulphur bunkers
would increase its fuel bill by $2bn a year.

To compensate for this, from January 1, 2019, it is
applying a new bunker recovery surcharge that will
replace its standard bunker adjustment factor
surcharge.

The fuel price is calculated as the average fuel price
in key bunkering ports around the world, and a
trade factor reflects the average fuel consumption on
a given trade lane as a result of variables such as
transit time, fuel efficiency and trade imbalances
between head haul and backhaul legs.

Maersk was quickly followed by CMA CGM, MSC,
Hapag-Lloyd and more recently Ocean Network
Express, all of whom have come up with variations
on a theme. But the message is that the customer
must pay.

The question is: will they?

Perhaps some indications come from the
experiences of Ocean Network Express this year.

In July, chief executive Jeremy Nixon said the line
was having a “sensible conversation” with customers
over the price of standard bunkers, which at the
time had just seen a $100 per tonne increase in
price.

“For those customers without a bunker mechanism
in place, and when we negotiated their freight rate
bunker oil was back at $300 per tonne, we have the
discussion with them,” Mr Nixon told Lloyd’s List
Containers.

But when ONE was forced to revise down its
earnings estimate for the year, it also revealed there
had been “underachievement of the additional
cost-reduction plan to address rising bunker prices”.

If that was the response to a simple rise in the cost
of high-sulphur fuel, the omens are not good for the
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imposition of bafs for more expensive IMO2020-
compliant fuels.

In its outlook for the year ahead, Platts said the
rapid changes in oil prices in the final quarter of
2018 had once again exposed the nagging issue of
factoring bunker expenses into ocean freight.

“The rapid changes in bunker prices in the fourth
quarter made it challenging for carriers, shippers
and logistics companies to negotiate annual freight
contracts for 2019,” Platts said. “Bunker cost
recovery mechanisms often use rolling quarterly
averages of bunker prices in key ports to determine
the baselines of dollar per container bunker charges,
which go on top of the general freight.”

The variety of BAF mechanisms for 2019 being
pushed forward by carriers under different names
with multiple additional surcharges and diverse
approaches had not made matters any clearer, it
added.

“The ensuing confusion makes negotiating bunker
charge elements in freight for 2019 increasingly
difficult and chaotic with many sources questioning
the BAF approach as a whole.”

At time of going to press, the ongoing battle between
the two great trading powers, China and the US,
remains unresolved. An increase in tariffs to 25% on
$200bn of Chinese goods, much of which would be
containerised, was due to come into force on
January 1 this year, but at the eleventh hour, US
regulators agreed to a 90-day suspension of
imposition of additional tariffs.

Negotiations between the two countries are ongoing
and it remains to be seen whether or not a resolution
will be found in time to avoid the new tariffs.

Nevertheless, the threat alone has had a marked
impact on container shipping already, and will
continue to do so over the next two quarters at least.

In an effort to avoid paying additional costs,
retailers in the US stocked up on goods ahead of
time, leading to a surge in demand in the third and
fourth quarters.

Carriers, who had initially predicted a slow peak
seasons, were forced to bring in extra loaders to
satisfy demand on the transpacific trade after
having previously removed tonnage. With demand
came rates rises, and transpacific rates surged to
their highest levels in six years towards the end of
the year.
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But the flip side of this is that has been increase in
inventories in the US that now must be run down
before further imports will be required. While the
rush ahead of the Chinese New Year closedowns in
early February, if talks between China and the US
fail to bring a resolution, there could be a further
bout of front loading during the first quarter ahead
of a March tariff imposition.

Elsewhere in the world, the United Kingdom’s move
to exit the European Union threatens to bring
disruption to the Asia-Europe trade lane. While UK
trade volumes are small compared to those between
China and the US, if there is a no-deal Brexit that
sees the UK trading with Europe on World Trade
Organisation terms, the introduction of customs
barriers between Britain and Europe could see a
shake-up in port rotations for deepsea carriers.

While Brexit may be just one symptom of a
geopolitics that is affecting shipping, if there is a
no-deal Brexit, it won’t take much time before the
main ports in the UK are clogged up, according to
Sealntelligence chief executive Lars Jensen.

“This will cause the main carriers not to call at the
UK with their big ships. UK cargo will be then
dumped in the main hubs in the European side of
the channel, drastically increasing the risk that we
will see congestion there as well.”

A record number of ultra-large containerships
entered the world fleet during 2018, and while the
rate of ordering has reduced, more are still to come.

Figures from Drewry show that 26 containerships of
at least 18,000 teu were delivered to carriers, with
an aggregate capacity of 525,500 teu.

These ships are only able to serve the Asia-Europe
trade lane and must be absorbed here. But with
demand static at best, how can carriers deploy this
tonnage?

The answer lies in carrier’s attempts to fix one of
their other major issues: schedule reliability, which
hit to record lows during 2018, when the number of
ships arriving on time fell to below 70%.

In an effort to improve schedule reliability,
carriers are altering their networks to use fewer
larger ships making calls to more port pairs.
Moreover, by slowing down vessels, carriers hope
to build in resiliency to their schedules that will
allow them to make up for time lost on any
particular port call.

By reducing the number of calls en-route, carriers
hope they can avoid the port congestion that often
leads to delays. With fewer port calls on each loop,
carriers can then deploy capacity on other loops in
order to avoid transshipment.

Doubts remain over whether this will actually
improve performance, but when combined with
slower steaming, which will require up to 12 ships
being deployed on a given loop, carriers will at
least be able to absorb some of the capacity coming
down the line.

Star Bulk says port scrubber bans have
‘no impact’ on its calculations

STAR Bulk Carriers, which is implementing one of
the industry’s largest exhaust gas cleaning system
installation programmes, has shrugged off the
impact — so far — of some countries’ open-loop
scrubber bans.

The bans made no difference whatsoever to the
company’s calculations on the favourable economics
of installing scrubbers, said Star Bulk’s chief
executive, Petros Pappas.

“When we did our calculation on scrubbers, we did not
take into account port time at all. We only took into
account ship days,” Mr Pappas said in response to an
analysts’ question during an earnings call this week.

“Keep in mind that in port the consumption is like
2.5 tonnes per vessel, where at sea it can be
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anywhere between 25 and 50 tonnes. Therefore this
consumption is very, very minor.”

Star Bulk’s president Hamish Norton added that
the company’s embrace of scrubbers was largely
driven by economics rather than operational
reasons because “frankly, in a free market the
likelihood of there being a significant shortage of
either low-sulphur or high-sulphur fuel oil is not
very high.”

He claimed that much of the popular and industry
debate about scrubbers ignored the scientific
evidence. This included that “if you use a
scrubber, the wash water in most cases meets
European Union standards for drinking water and
in every case meets EU standards for surface
waters”.
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While open-loop scrubber bans carried out in
certain ports did not currently present a major
problem, Mr Norton admitted that “we obviously
would start to be concerned if the initiatives went
beyond that.”

Lobbying

A lobby group of pro-scrubber companies to which
Star Bulk belongs, the Clean Shipping Alliance
2020, “is finally getting up to speed” and will be
stepping up efforts “to get the facts across”, Mr
Norton said.

While the Greece-based owner hoped to make a
profit from installing scrubbers, the “main financial
consideration” was to protect the company’s future,
according to Mr Pappas.

“A major driver and consideration for this decision
of ours was to be able to hedge and, not only
survive, but do very well in a potentially slow
market.

“If the market is strong, which we think it will be,
then we’ll just make a lot of money and we’ll be all
happy, and maybe we’ll get some promote. But if it is
slow then we are securing the future of our
company.”

Different charterers were proposing “all kinds” of
deals in terms of installing and profiting from
scrubbers but Star Bulk’s main strategy was on
voyage business with the aim of trying to keep most
of the benefit.

Financing

Star Bulk intends to install scrubbers across its fleet
of about 110 bulkers and has lined up $140m of
financing for the programme.

The company had covered 70% of the days in the
first quarter of 2019 at average rates of $12,954 per
vessel per day through a longstanding policy of
trying to fix short-period charters to cover the
“relatively slow” first quarter and part of the second
quarter.

“Had we not fixed, today we would be facing levels of
between $5,000 and $7,000,” Mr Pappas said.

Discussing the effect on the dry bulk market of last
month’s dam disaster at Vale’s Corrego de Feijao iron
ore mine, Mr Pappas said the effect had at least
partly been psychological.

If an estimated 30m t less iron ore were exported
from Brazil and come instead from Australia, this
would mean 21 vessels less would be required and a
1.25% reduction in demand on an annual basis.

But, said Mr Pappas, the impact was heightened by
“the psychological effect” and also that it happened
during the slowest quarter.

He also speculated that greater volumes of iron ore
could be required from other exporters,
compensating some of the loss in tonne-miles, as
Brazil’s iron ore is the highest in iron content.

OPINION

The strange death of shipping England

WHEN some enterprising future historian writes
the definitive history of Britain’s departure from
the European Union, the Brexit ferry fiasco will
probably only be worth a couple of pages, writes
David Osler. But what amusing pages they stand
to be.

What tremendous sport some future A.J.P Taylor,
Eric Hobsbawm or Niall Ferguson will have regaling
the bemused readers of the 2040s with the events of
2019.

Just a lifetime previously, incredulous
undergraduates will be told, more than half
the world’s largest merchant fleet flew the Red
Duster.
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But by mid-2019, the country lacked the shipping
muscle to even guarantee sufficient ro-ro capacity to
ensure the flow of vital imports over the 19 nautical
miles of the English Channel.

Perhaps — to paraphrase George Dangerfield —

the relevant section could even go under the
heading of The Strange Death of Shipping England,
an industry perpetually condemned to punch below
its weight.

And central to the telling will be the National
Audit Office report on the whole affair, which
revealed a catalogue of bumbling incompetence
that shames a nation with continuing pretensions
to first world status.
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You'd probably have to turn to the Bolivarian
Republic of Venezuela to find a government capable
of making an equivalent hash of what is, after all, a
pretty basic gig.

Widespread derision has been directed at the now-
legendary ‘no-ship ferry company’ Seaborne Freight.
But that is not the apposite direction in which to aim
ridicule.

If the procurement process was shoddy in extremis
— and that is the gravamen of the NAO’s charges,
stripped of civil servant-speak — than that is hardly
the fault of one plucky little start-up enterprise.

In the words of the well-known internet meme, the
Department for Transport had one job: to buy in a
25% boost to the quantity of ro-ro services entering
the UK, backed by an ability to throw any reasonable
amount of taxpayer cash at the problem.

Having two years to get their act together, they only
set about the project late in the day.

Given the short supply of ro-ros available for charter,
which Lloyd’s List long ago warned against, that was
probably a tall order. But it surely do-able for the

Rolls-Royce minds said to populate the civil service.

In the event, just three ferry companies — including
the aforementioned Seaborne — were interested in
the work. All were accepted, with the bids scored
80% on price alone. But even in the bargain
basement, Britain’s populace has been sold short.

If all three contracts had gone ahead, the UK would
have had 11% additional ro-ro capacity, less than
half of what the DT itself assessed would be
necessary. And one of the contracts has now
collapsed.

Nor were matters facilitated by use of what the NAO
euphemistically described as “a non-transparent
procurement process”, which has opened the door to
legal challenge from Eurotunnel. Nor was this sorry
state of affairs publicised until the public spending
watchdog did the necessary forensics.

By the time this article appears in print, Brexit will
be just a fortnight away. Unless suitable vessels can
somehow be plucked off the Magic Ro-Ro Tree,
complete with crews of unicorns in possession of
Certificates of Equivalent Competency, the entire
British economy will be plunged into self-inflicted
disarray.

There may yet be a Get Out of Jail Free card if the
government commandeers Royal Navy and Royal
Fleet Auxiliary tonnage, in the same way it dusts off
now ancient green goddess fire engines when
firefighters come out on strike. But that will hardly
be an optimal outcome, as the NAO would probably
say.

For decades, isolated voices in the shipping
community, led by the unions, have staunchly
maintained that Britain’s weakness as a shipowning
nation could one day have calamitous consequences
in the event of a national emergency. But those
voices have been weak, their underlying reasoning
dismissed as ‘mercantilist’, in the jargon of
economics textbooks.

No need to talk tommyrot, we were relentlessly
assured; the normal operations of the free market
will ensure that supply meets demand, at all
times and in all circumstances. Well, the latter
proposition has been put to the test, and shown to
be wrong.

Let’s not forget that Britain effectively took a similar
gamble when it pulled the plug on the ability to fight
fire at sea and to tackle major casualties by keeping
emergency tugs on permanent standby in coastal
waters, all in the name of saving a few bob.

Fingers crossed and all that, but I wouldn't like to be
the transport secretary who has to defend those
decisions in the House of Commons after a VLCC
smacks into a cruiseship in the middle of the Dover
Straits.

The moral here is that national resilience is not just
military but civil, and Britain has been found
wanting. It should not happen again.

ANALYSIS

Uncertainty grips charter market

REWIND to the start of the summer of 2018 and
there was a degree of optimism for a resurgent
box charter market. Rates were up, fixture activity
was up, idle numbers were down, and owners
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were (whisper it quietly) earning money.

But a prolonged slowdown in scrapping
numbers and a steady rollout of newbuildings
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has quickly reversed fortunes.

Rates have been on a gradual slide since the middle
of last year; spot tonnage has risen steadily; and
owners, more often than not, have had to settle for
either short-term or flexible charters, as the market
swings increasingly in the operators’ favour.

Those looking for a renewed emphasis for container
shipping’s charter market at the start of 2019 will be
left disappointed.

Analysts envisage more of the same in a market
underpinned by increasing risk and uncertainty.
However, as ever, where there is risk there is also
opportunity.

For example, owners of older tonnage may well see
the ongoing weakness in the market as an opportune
moment to send ageing ships to breakers,
particularly in the longsuffering 1,700 teu class.
Here daily rates have sunk to near $6,000 per day.
This could help stem the tide of falling rates to some
extent, as the market softens during the traditionally
quiet first quarter.

Making any firm forecasts beyond the first quarter is
a risky business.

Owners, understandably, are adopting caution as
they wait to see how the US-Sino trade war plays
out, deploying ships only as, when, and where they
are needed. This also makes forward analysis of
supply and demand difficult to call with the charter
market sitting in a state of flux.

Indeed, the second half of 2019 could be when
things get interesting.

While the full extent of the US-Sino trade war
should be much clearer, there is also the impact of
the new emission standards enforced by the
International Maritime Organization in the form of
the 2020 Sulphur Cap to consider.

Industry analysts Alphaliner quite rightly call it a
“gamechanger”. Fuel costs will be brought to the
forefront of owners’ strategies.

Eco-efficient tonnage will take preference and the
move towards a greener fleet should lead to an
uptick in demolition numbers. The level of scrapping
predicted by analysts varies depending on who you
speak to, but the consensus points to around
300,000 teu of capacity being sent to breakers. In
other words, a near tripling on 2018 levels.

That, in addition to another significant year for
deletions and slippages, should help to keep fleet
growth and with it the idle spot pool in check to
some degree.

However, there is another other caveat stemming
from the impending sulphur cap that could provide
the charter market with a welcome lift.

Whether vessels are to be fitted with scrubbers or
have their engines cleaned in readiness for the fuel
switch, they will have to come out of service for a
period. As ships head to the yards, there is every
likelihood of a shortage of available spot tonnage
and of course a sudden surge in rates.

The steepness of the rate curve will depend on how
owners manage these necessary upgrades and the
health of the idle fleet, but some optimistic brokers
suggest a 30%-50% spike in some sectors.

Intra-Asia trade slows as carriers vie

for further growth

THE jostling for intra-Asia container markets seems
to be intensifying.

A major reason is that Asia-based major carriers
have realised that their geographical proximity
should lead to more growth in this home

region.

When meeting investors in November, Ocean
Network Express chief executive Jeremy Nixon
pledged a focus on the Asia market, as part of the
efforts to recover the ground lost in its bumpy start
last year.
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“As an Asia-originated global carrier, we should take
advantage of increasing demand in intra-Asia trade.”
he said.

A month later, his counterpart in APL Nicolas
Sartini said his company had “ambitious volume
targets and market development plans” for the
intra-Asia trade, when announcing APL's merger
with sister company Cheng Lie Navigation.

More recently, Yang Ming chairman Bronson Hsieh

told media in the line’s home base of Taiwan that the
company would further step up capacity in
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intra-Asia trade between now and 2020, with a
target of a 15% increase in liftings this year.

He added that the Sino-US tariff exchange has
accelerated relocation of factories from China to
Southeast Asia and the subcontinent over the past
six months, although the move had started long
before the trade conflict for other reasons, such as
labour costs and taxes.

The Taiwanese line expanded aggressively into
the Southeast Asia markets last year, underpinned
by new services launched jointly with partners

— such as Cosco Shipping, Orient Overseas
Container Line and Wan Hai — which are also no
slouches in the race.

However, can cargo demand there really support
these ambitions?

Industry forecasts show that the intra-Asia box trade
is decelerating amid a challenging macro picture
across the globe.

London-based consultancy Maritime Strategies
International predicts volume growth in the region
— excluding South Asia, the Middle East and
Oceania — to stand at 3.5%-4% this year, down from
5% in 2018.

Seabury Consulting, now part of Accenture,
estimates growth — also excluding SA and ME but
including Australasia — to drop to an average of
3.4% in 2019-2020 from 4% last year.

“[The dial-down is because] a slower pace of world
trade growth, which has ripple effects on regional
supply chains, and weaker economic growth and
deleveraging in China which will reduce its
important demand from the rest of the region,”
said MSI analyst Daniel Richards.

The latest trade data released by China has
supported the view.

In US dollar terms, trade with the Association

of Southeast Asian Nations in November-December
declined 2.2% year on year, a sharp contrast

to a 18.5% increase during the first 10 months.
Trade with Taiwan had similar trouble, a 1.9%

Lloyd's List | Daily Briefing Thursday 14th February

fall versus an 18.6% advance over the same
comparable period.

Trade with China only represents a portion of the
intra-Asia traffic, yet it is important because the
flows tend to be longer-distance, where carriers have
had success in introducing larger vessels in recent
years, according to Mr Richards.

“If the slower volume has indeed translated to lower
container volume growth, it will increase the
difficulty of chipping away at the idle fleet as there
will be less carrier appetite to launch new services,”
he added.

Meanwhile, the volume in intra-Asia is in no small
degree driven by demand for finished goods from
the Western developed countries, which are still the
world’s main consuming power.

Part of that brake seen late 2018 also came from the
gap created by the so-called frontloading practices,
as the Chinese exporters were rushing orders to
avoid the increase in US tariffs.

Therefore, results of the negotiation between the two
countries’ top trade representatives at end-January
will have also great impact on this year’s prospects
as well — just as that will also happen with the
grinding deadlock of Brexit.

Alphaliner principal analyst Tan Hua Joo said:
“There is too much uncertainty over global demand
and I am not able to make any sensible predictions
for this year.”

Nevertheless, while trade appears to be slowing
down, consolidation among carriers may be
speeding up — particularly when market conditions
become harsher.

One senior manager from the Ocean Alliance
members, which have just renewed their contract for
another five years, expected the intra-Asia region to
see an upsurge in mergers and acquisitions from this
year onwards.

“Some smaller regional carriers will merge or be

acquired by the big boys, especially those that
cannot afford the 2020 sulphur cost.”
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MARKETS

North European container ports

face recession threat

WEAKENING economic conditions are being blamed
for a slowdown in throughput at northern Europe’s
major container ports, according to the latest Global
Port Tracker from researchers Hackett Associates.

Using the most recent figures from November, the
report forecasts that throughput growth in 2018 will
have slowed to 1.9% from 7% in 2017.

“It is becoming increasingly hard to deny the reality
that the potential for a mild recession is knocking at
the door of the eurozone,” the report says.

“The loudest knock has come in Germany, where the
government has reduced its 2019 GDP forecast from
1.8% to just 1%. With a potential hard Brexit
looming things do not look good for the year.”

Preliminary figures show total container volumes
across the six major northern range ports covered by
the report dropped by 238,000 teu in November to
3.58m teu, down 6.2%, in October. On an annualised
basis, throughput was up just 2% in November.

Total import container volumes fell by 6.7%, with
loaded incoming containers down 108,000 teu to a
total of 1.42m teu. That marks a 7.1% decline from
October and a 2.8% increase year on year.

Export containers also fell in November, down 5.3%
on the month before at 1.54m teu.

“For outgoing volumes, preliminary data indicates
that every port experienced a decrease in volume
from October, with all changes in the single-digit
percentage range,” the report says. “In terms of
year-on-year growth, every port except Antwerp and
Zeebrugge is anticipated to have posted an increase.”

With declining consumer confidence, the departure
of the UK from the European Union and lower
demand, the report suggests growth figures will
remain subdued into 2019.

“We are not predicting a full-blown recession, but
rather that stagnation leading to a mild downturn is
on the cards,” the report said

Shortsea operators lose share on intra-Asia trade

INDEPENDENT shortsea and feeder operators on the
intra-Far East routes are losing market share to main
line operators, according to an Alphaliner report.

The total capacity operated on intra-Asia liner
services, excluding cabotage trades, has more than
doubled over the past decade from 890,000 teu at
the beginning of 2009 to 1.9m teu as at January
2019, Alphaliner said.

“Over the same period, the capacity share of main
line operators on this route has increased from 50%
to 56%,” it said.

The analysis follows a similar report into the European
feeder market that also found large operators were
taking the lion’s share of regional shipping, marking a
global trend as consolidation among carriers and the
attrition of smaller short-sea carriers pushes the
capacity balance in favour of the larger operators.

While the capacity share of the independent
shortsea and feeder operators on the intra-Far East
trade had shrunk, the total capacity operated by
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these companies had still grown by 86% over the
past 10 years.

The five largest independent shortsea operators

— Wan Hai, SITC, KMTC, Sinokor and TS Lines

— all managed to more than double their size on this
trade.

Alphaliner noted that shortsea carriers with
significant shipper’s own container feeder
operations, such as RCL and Samudera, had been
less successful in growing their operations as their
operated fleet size have remained largely stagnant.

“Despite this, the independent intra-Asia carriers
have remained remarkably resilient in the face of the
challenge from main line operators, with attrition
limited to only a handful of smaller carriers.
Meanwhile, X-Press Feeders, the largest pure-play
feeder operator, has agreed to continue some of the
existing feeder contracts between Team Lines and
its customers, following the termination of Team
Lines’ services.
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The arrangement will cover Team Lines’ existing
East Coast Sweden service connecting Stockholm,
Ahus and Norrkoping with Hamburg and
Bremerhaven, which X-Press Feeders will continue
to provide on its own revamped TransFeeder
North and TransFeeder South services.

Alphaliner said Team Lines’ prevailing terms in

the affected feeder contracts will be retained by
X-Press Feeders under the new arrangement and that
some of Team Lines’ other feeder routes provided
through slot arrangements with third-party operators
would also be covered by X-Press Feeders.

IN OTHER NEWS

London Gateway looks to exploit
Brexit ferry fiasco

DP WORLD London Gateway
wants to capitalise on the
expectation of a ferry capacity
shortage after the UK leaves the
European Union with the offer of
contingency container services.

The company said London
Gateway is underused and could
provide the UK with an alternative
gateway and cargo solution for
vital supplies.

A spokesperson for the UK port
told Lloyd's List that it would help
ease the burden of a short-term
backlog of ro-ro cargo in the
fallout of so-called ‘hard Brexit',
which some observers anticipate
may affect major ports,
particularly Dover.

Hutchison Port Holdings hurt by
impairment losses

HUTCHISON Port Holdings Trust
has reported a fourth-quarter
loss on the back of HK$12.3bn
(81.6bn) in impairments.

The company posted a HKS$12.1bn
loss for the three months to
December 31 compared with a
profit of HK$237.8m in the year-
earlier period.

HPH said in a statement that it
was taking the non-cash charge
on its books in view of “mounting
global trade uncertainties”.

Hanjin Heavy's shares suspended
over Philippines unit costs
TRADING in shares of the South
Korean shipbuilder Hanjin Heavy

Industries & Construction Co has
been suspended due to capital
erosion, the Yonhap news agency
reported, citing the company.

The shipyard said its losses in
2018 amounted to Won1.32trn
(81.18bn) compared with a loss of
Won278bn a year earlier due to
the impact of its Philippines unit,
which received approval for a
rehabilitation scheme in January.

The suspension on the Seoul
stock exchange will be in place
until the end of March.

Velesto Energy wins $38m contract
extension from Hess Malaysian
MALAYSIAN oil and gas company
Velesto Energy has won a $38m
18-month contract extension for a
jack-up rig from Hess Exploration
and Production Malaysia in the
North Malay Basin.

The company, formerly known as
UMW 0il & Gas, will use its Naga
8 drilling rig for this contract,
which has options for further
extension, it said in a stock
market announcement.

The contract is expected to
contribute positively to earnings
for the financial period ending
December 31, 2018, Velesto added.

Baltic Exchange rejigs Asia personnel
THE Baltic Exchange is refreshing
its senior personnel line-up in
Asia, with two key representatives
standing down from the
membership-based organisation
just under three years after it was
sold to the Singapore Exchange.
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Chris Jones, whom one observer
described as ‘the persona’ of the
Baltic Exchange in Asia, is
vacating his office this Friday.

Confirming his resignation to
Lloyd's List on Wednesday, Mr
Jones declined any further
comment. But observers noting
the appointment of his
replacement back in January,
said the writing has been on the
wall for weeks now.

UK's May defends Seaborne contract
checks

UK Prime Minister Theresa May
has defended the decision to
hand a freight ferry contract to a
company with no ships amid
claims that its “spectacular
failure" was an example of the
government's “shambolic"
no-deal Brexit planning.

Facing Opposition questions in
the House of Commons, Mrs May
said proper “due diligence was
carried out on" three contracts
awarded by the Department for
Transport at the end of 2018.

DFDS, Brittany Ferries and
Seaborne Freight were
contracted to provide additional
cross-Channel capacity in the
event of no-deal Brexit.

For classified
notices please
view the next

page.
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Lloyd’s List Intelligence

Maritime intelligence | informa

The Next Generation
Lloyd’s List Intelligence

Uniquely powerful vessel tracking, characteristics,
ownership and incidents data.

At the centre of Lloyd’s List Intelligence is our online vessel tracking system,
Seasearcher. This gives you access to the transactional and analytical data required
to make a measured difference to your business, whether you are trying to increase
operational efficiencies, manage risk, or develop new business opportunities.

The new Next Generation platform was launched earlier this year to offer our customers
a greatly improved service and some fantastic new features including:

» A modern, simplified search and mapping interface
» Streamlined operational workflows and geospatial tools

» Enhanced visibility of port, terminal and berth activity including new alerting and
filtering tools

» Increased vessel tracking data granularity with improved AIS capabilities
» Raw data manipulation through Excel downloads

To find out more about Lloyd’s List Intelligence services,
please email info@lloydslistintelligence.com, call +44 (0)207 7017 5392
or visit info.lloydslistintelligence.com
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Maritime intelligence | informa

A front row seat for
your entire team

Corporate subscriptions customised to your business.

We validate and filter information from hundreds of sources,
providing your team with trusted insight.

To find out about tailored subscription packages,
speak to one of our representatives

+44 (0) 20 3377 3792 | subscription.enquiry@lloydslist.com
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