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Daily Briefing
Leading maritime commerce since 1734

Wednesday February 27, 2019

US Gulf-Asia VLCCs drive 
global tanker patterns

GROWING US GULF-ASIA crude exports are helping reshape the 
global market for very large crude carriers.

If VLCC shipments from the US Gulf aren’t sustained at current high 
volumes, it’s unlikely average global earnings in 2019 can stay healthy 
for owners and operators.

So far, the escalating US-China trade war has failed to curb numbers of 
VLCCs sailing east.

Refiners in South Korea, Japan, India, Singapore and Taiwan are now 
buying US Gulf volumes previously sold to Chinese importers.

US Gulf coast crude exports showed all the signs of hitting fresh 
records this year until Venezuela became the latest geopolitical oil 
headline. November and October US Gulf export volumes, both equal 
to 2.1m bpd, were at the highest ever, according to the EIA.

When world oil prices gain, shale producers in the Permian lift output 
and enjoy profits. When oil prices fall, Asian buyers seeking cheap crude 
can turn to US Gulf-loaded cargoes, especially if the difference in price 
over global benchmark indices favours the lighter, sweet blends.

Refiners in Asia have stepped up imports in the past three months, a 
new trend that begun as direct US Gulf-China flows suddenly declined.

The long-haul crude market to Asia has unexpectedly doubled in 
volume in less than 18 months.

The number of ships calling in the US Gulf each month to load crude 
for export is much greater than three years ago. Some 89 tankers 
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called in January 2019, according to Lloyd’s List 
Intelligence data. That’s more than double the 40 
tankers that called back in January 2016.

US crude oil production is estimated by the EIA to 
reach a record 13.2 million bpd in 2019, as domestic 
diesel and gasoline demand steadies.

Most crude exports originate at the US Gulf. While 
pipeline constraints set a natural limit to export 
volumes coming down from the coast from the 
Permian basin, trucks are also taking significant 
volumes as long as freight costs can still make it work.

Within the first six months of 2018 China had 
usurped Canada as the world’s biggest buyer of US 
crude, according to Customs data.

As trade hostilities between the US and China 
remain unresolved, VLCCs laden with light, sweet 
crude blends from the gulf have not been calling so 
regularly and China’s significance as an importer 
has been lowered.

VLCC demand in the Middle East Gulf over the first 
quarter may not grow by as much as expected as a 
result, leaving VLCC markets more reliant on US 
Gulf and South American cargoes as a result.

Next year the US is forecast to become a net energy 
exporter, with the epicentre of this shift at US Gulf 
ports, both onshore and offshore. This is where the 
next chapter of the shale oil story is playing out for 
product tanker markets.

Last year, the US Gulf solidified its position as the 
world’s largest exporter of refined products. Middle 
distillate exports alone exceeded 1.2m bpd. Brazil, 
Mexico and other South American countries were 
importing more diesel, gasoil, jet fuel and gasoline 
from refiners in the US Gulf, even as transatlantic 
diesel flows to northwest Europe and the 
Mediterranean shrunk.

The reason for increased flows from the US Gulf 
coast to Latin American countries was attributed to 
domestic refinery outages or refinery under-
utilisation rather than actual demand growth. Still, 
these purchases have been an important outlet for 
US Gulf refiners optimising cheaper, domestic 
blends to boost production and grow exports. US 
Gulf refiners mostly supplied Brazil’s sudden 
demand jump for imported gasoil/diesel.

Mexico also increased middle distillate and gasoline 
imports from the US Gulf alongside Brazil. At the 

same time diesel exports to the 28 members of the 
European Union continue to fall, even as the region’s 
diesel deficit widens. The US Gulf has lost market 
share in Europe to the Middle East Gulf, especially 
Saudi-based refineries shipping diesel to France and 
the UK.

After 36 years as a deepwater import port, the 
Louisiana Offshore Oil Port (known as LOOP) is 
now capable of loading multiple VLCCs with crude 
for export. The first cargo on VLCC Shaden sailed in 
early 2018, to China, with a further eight since 
loading and sailing from there. LOOP is the only 
Gulf port (so far) that can fully load or discharge 
2m-barrel cargoes.

The US Gulf market for VLCCs is evolving so quickly 
that several projects to expand coastal 
infrastructure are being touted.

This underpinned LOOP’s drive to offer export as 
well as import capabilities, and why there are a 
handful of proposals to build onshore and offshore 
marine terminals at US Gulf ports as an outlet for 
forecast record-breaking crude exports. Seaway’s 
Texas City terminal partially loaded VLCC Gener8 
Perseus with 1m barrels of oil in early December 
2018, the third VLCC tested there since June last 
year.

Until recently options for VLCCs were limited to 
offshore areas outside US Gulf ports, via STS 
transfers.

The Port of Corpus Christi and Carlyle Group are 
creating the “first onshore location in the US Gulf 
capable of servicing fully-laden VLCCs” according to 
the Carlyle Group.

Such a terminal would produce “up to a $50bn 
annual reduction to the national trade deficit”, the 
release said, without providing any timeframe or 
details. Corpus Christi-based Lone Star Ports, a 
joint venture between the Carlyle Group and the 
Berry Group, will lead terminal development, 
Carlyle added.

Trafigura, one of the biggest traders in the US Gulf 
crude exporting market, is also seeking to build an 
offshore VLCC-loading terminal via logistics 
company Texas Gulf Terminals.

The project proposes onshore crude storage, 12 
miles of pipelines and nearly 15 miles of offshore 
pipeline to a “single mooring facility” that connects 
VLCCs, according to the company.
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THE US Department of Justice has cleared a group 
of container lines of any wrongdoing after closing a 
two-year investigation that followed a raid on a Box 
Club meeting in March 2017.

In an emailed statement, Mediterranean Shipping 
Co said it had been informed by the US Department 
of Justice that the DoJ has closed its investigation 
into MSC and the global container shipping industry, 
without bringing charges or imposing penalties.

“This is an important decision where the global 
container shipping industry has, once again, been 
fully investigated and exonerated,” the world’s 
second-largest carrier said. “MSC is pleased to move 
forward, now that this matter is closed.”

The investigation, which has taken up management 
time and millions of dollars in legal fees at global 

carriers, was launched when subpoenas were issued 
to container line chief executives during one of their 
twice-yearly meetings in San Francisco.

The Box Club’s membership is restricted to the 
presidents, chairmen and chief executives of the 
world’s top container lines and some of the top 
names in the container shipping industry were in 
the room when investigators burst in.

The DoJ has never issued any information on the 
investigation but it was thought to be focused on 
third-party contracts negotiated by alliances.

The DoJ was thought to be concerned over 
statements made by carriers joining the newly 
formed alliances, which launch services at the 
beginning of April 2017, regarding how they will 
interact with service providers.

WHAT TO WATCH

US investigation clears Box Club lines 
of wrongdoing

Construction will take 18 months over five stages 
once the Maritime Administration awards a permit. 
An application was submitted in July 2018.

Tallgrass Energy has a Permian basin-to-Gulf 
pipeline that includes a loading and storage terminal 
at the port of St James, Louisiana, on the Mississippi 
River. VLCCs are linked to this supply by an offshore 
terminal.

These plans come as Asia imports greater volumes 
of oil from the US Gulf, as well as Brazil and 
Venezuela. Increasingly, from this month, there will 

be more Venezuelan cargoes sailing east as well, 
with sanctions a fresh wild card for the US Gulf 
region to digest, alongside a refining economy in flux 
over volatile crude prices.

Further evidence that traders believe in the VLCC 
export market are efforts at price discovery. Two 
competing energy exchanges have listed new futures 
contracts for the price of WTI or Permian-based 
crude delivered at export ports. Volumes traded on 
futures contracts that underpin the physical market 
are well worth watching.

IMO makes progress on sulphur cap 
non-compliance
REGULATORS have made headway in the 
preparation for the 2020 sulphur cap with new 
provisional measures for implementation and 
enforcement that will have to adopted.

The International Maritime Organization’s sub-
committee on pollution prevention and response 
last week agreed on a template for a so-called ‘fuel 
oil non-availability report’ (FONAR) that crews can 
use in certain cases where they cannot comply with 
the regulation.

Operators can submit a report to flag state and port 
state authorities to avoid penalties for non-
compliance. The report will have to demonstrate a 
vessel was unable to find compliant fuel.

Aside from instances of non-availability of 
compliant fuel, the agreed template includes the 
possibility that the vessel did not bunker compliant 
fuels due to potential “operational and safety 
problems onboard ships”, seeking to allay persistent 
concerns about safety implications of the cap.
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While fuel availability reports are a practical 
solution, there have been concerns that in the early 
months of the sulphur cap in particular, companies 
will use them excessively to avoid compliance.

The International Chamber of Shipping warned 
owners on Tuesday that the reports will only be a 
measure of last resort.

“The circumstances in which a FONAR can be used 
are very limited and conditions attached to their use 
will be strict,” ICS deputy secretary-general Simon 
Bennett said in a statement. “Shipowners still need 
to remain focused on doing everything possible to 
ensure full compliance in 2020.”

PPR decisions do not amount to IMO policy and 
have to be adopted by IMO committees to do so. All 
PPR decisions have been forwarded to the next 
Marine Environment Protection Committee meeting 
in mid-May.

Last week’s discussions centred around technical 
amendments to the sulphur cap regulation and 
adoption of implementations guidelines.

The IMO’s PPR sub-committee further finalised a 
set of guidelines for the implementation of the cap, 
meant to assist industry and authorities to comply 
with and enforce the cap.

Among the panels most significant agreements was 
the establishment of sampling point onboard the 
vessel where crew can draw fuel that can then be 
tested by authorities to verify compliance.

Much of the attention last week was given to open 
loop scrubbers, with member states calling for more 
research on their impact on the ocean, amid 
increased scrutiny and regional restrictions.

PPR decided to delay agreeing on revised IMO 
guidelines for scrubbers by one year to 2020.

OPINION

Container lines struggle to shake off collusion 
suspicions despite lack of evidence
THE Box Club is a notoriously publicity-shy 
organisation. Membership is restricted to some of 
the most powerful people in container shipping who 
meet twice a year in different cities around the world 
to discuss matters of mutual interest, writes Janet 
Porter.

That may sound shady, but those attending are 
flanked by lawyers to make absolutely certain the 
conversation never strays into areas that could get 
the members into trouble with competition 
regulators. They can talk about matters such as 
safety, the environment, or regulation, but never 
about pricing.

So there was utter shock when US Department of 
Justice officials burst into a meeting in San Francisco 
two years ago and served subpoenas on industry 
leaders including Maersk Group chief executive Soren 
Skou, Mediterranean Shipping Co’s Diego Aponte, 
and CMA CGM’s Rodolphe Saadé, among others.

What the probe was all about remained unclear, and 
now two years later, the DoJ has told the lines 
involved that the investigation has been closed, and 
that no charges will be brought.

There was some suspicion that, in fact, this was a  

Lloyd’s List  | Daily Briefing Wednesday  27th February

turf war between the DoJ and the Federal Maritime 
Commission, which is also responsible for 
overseeing the shipping industry and ensuring that 
US consumers are treated fairly by ocean carriers.

But this nevertheless raises the question of how to 
regulate the global container shipping industry, 
which is now becoming increasingly concentrated, 
with the big east-west trades dominated by three 
mega alliances.

In Europe, Brussels is considering whether or not 
shipping should be continue to be treated as a 
special case. The consortia block exemption, which 
comes up for renewal in 2020, is now under review 
as antitrust regulators decide whether it is still fit for 
purpose.

Carriers want it to be extended in order to have legal 
certainty. Their customers do not.

Both shippers and regulators are instinctively 
suspicious of container lines, convinced they still 
collude illegally. This dates back to the conference 
era, when liner shipping companies lawfully set 
prices together in order to provide market stability. 
Freight rates would be the same in a specific trade, 
regardless of whose ship was carrying the cargo, in 
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much the same way as a bus fare would be the 
same on a particular route, and would not vary 
from one bus to another.

But the conference system was outlawed in the 
Europe trades in 2008, and has been broadly in 
decline elsewhere in the world ever since. Instead, 
global alliances have been formed which enable 
carriers to share ships, while still competing on 
price.

After a bruising two decades of battle between 
Brussels and the container shipping industry over 
whether conferences should be permitted, the 
European Commission eventually prevailed.

Compliance then became critical as container lines 
ensured their staff understood what they could or 
could not discuss with the competition, and made 
them aware of the punitive consequences of any 
breach of the law.

Even so, Brussels, Washington, and Beijing 
continued to keep a very close watch on the 
industry. The European Commission 
conducted dawn raids on the European 
offices of top container lines in 2011 to 
gather evidence of suspected price signalling. 
That probe more or less fizzled out five years 
later when no wrongdoing was found, but with 

carriers agreeing on a different way of announcing 
price changes.

The Chinese authorities flexed their muscles in 2014 
by banning the proposed P3 alliance between 
Maersk, Mediterranean Shipping Co, and CMA 
CGM. And now the FMC has been given greater 
authority through amendments to the Shipping Act 
late last year, backed up by the appointment of two 
new commissioners in January.

So what was the DoJ investigation all about? Was 
this a wake-up call to the Box Club not to not 
overstep the mark in any way? Or was it a message 
to the FMC that the Justice Department also had 
jurisdiction over maritime competition matters, and 
was not afraid to exercise those powers?

Either way, members of the International Council of 
Containership Operators, to give the Box Club its 
formal name, will be relieved to slide back below the 
radar, but equally thankful that the DoJ has not 
been able to uncover any unlawful activity, despite a 
two-year investigation.

That, however, will not end the debate on how to 
supervise these huge alliances, which straddle so 
many jurisdictions, and whether consumers 
ultimately benefit from the economies of scale they 
deliver, or suffer from reduced customer choice.

ANALYSIS

Landmark year for US LNG
US LNG export capacity is set to double this year to 
become the third-largest in the world after Australia 
and Qatar, according to the Energy Information 
Administration.

An agency report called for continued investment in 
LNG capacity to ensure supply growth keeps up with 
rapidly growing global demand.

“Sharp increases in demand in China and other 
countries in 2017 have caused the current loose 
supply-demand condition to head toward a 
rebalancing,’’ the EIA report said. “There is rising 
interest in the timing of when the market will shift 
to tight conditions.”

LNG export terminals at Corpus Christi, Freeport, 
Cameron and Elba Island are all scheduled to go into 
service in 2019.

While the number of new projects remains similar 
to 2017 levels, the scale has more than doubled, 
according to consultancy Wood MacKenzie.

Globally, the average LNG project to reach final 
investment decision in 2018 was about 850m barrels 
of oil equivalent, up from about 375m boe in 2017.

ExxonMobil and Qatar Petroleum confirmed their 
$10bn plan to export LNG from the Golden Pass 
terminal in Port Arthur, Texas in February and 
expect a capacity of 16m tonnes per year by 2024.

Tellurian’s Driftwood LNG project, with its proposed 
27.6m tonnes per year export capacity, would be 
larger than the country’s entire LNG export capacity 
at present. That project is planned to reach its final 
investment decision and begin construction in the 
first half of the year.
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The likely beneficiary of growing LNG 
exports from the US are long-haul trades from US 
Gulf to Asia, the source of most new LNG demand.

There are closer sources of LNG that could supply 
Asian countries, but even with rising rates for LNG 
carriers, the cost of transportation is just one of 
the costs that affect the economics of LNG 
production.

Recent months have seen Cheniere sign separate 
long-term offtake agreements with Malaysian 
national oil company Petronas and India’s GAIL 
for exports from its sixth liquefaction train at 
Sabine Pass.

Buoyed by the shale revolution, the US has emerged 
as a low-cost producer of LNG, but LNG shipping is 
one of the most expensive forms of energy 
transportation.

LNG shipping costs account for about a third of 
cargo value, according to data from ship brokerage 
Poten & Partners.

But even as Asia Pacific shipping rates neared 
$200,000 per day in the fourth quarter of 2018, 
those high rates were not close to pinching margins 
enough to threaten Asia’s demand for US LNG, 
according to equity analysts.

“It’s an economic equation,” said Ben Nolan, director 
of shipping research at Stifel. “Given where prices 
are, even with freight rates substantially higher, it’s 
still extremely profitable.”

Asian countries could increase their imports from 
Australia if LNG prices fell and shipping costs rose 
enough, but any such tipping point is far away, said 
Jonathan Chappel, senior managing director at 
Evercore ISI.

Despite strong Asian appetite for US LNG, 

the Trump administration is also making 
efforts to increase LNG trade with Europe.

US Energy Secretary Rick Perry toured eastern 
Europe over the summer to expand energy 
partnerships in the region and found a willing 
partner in Poland.

The announcement of a 20-year sale and purchase 
agreement between Sempra Energy and the Polish 
Oil & Gas Company in December marked the fourth 
long-term LNG supply agreement between Poland 
and the US Gulf for the year.

“Another long-term contract not only allows us to 
develop an LNG portfolio with a view to delivering 
to Poland, but it gives us, in the near future, 
the possibility of trading in LNG purchased 
on a global scale,” said Piotr Woźniak, president 
of the management board of state-controlled oil 
and gas company PGNiG, at the announcement 
of the deal.

PGNiG opened a trading office for LNG in London in 
early 2017, allowing it to begin trading the 
commodity on global markets.

German LNG imports have also been a target of the 
US government, with US President Donald Trump 
himself haranguing the country over a perceived 
dependence on Russian gas supplies.

In January, German economy minister Peter 
Altmaier said Europe was prepared to build 
infrastructure for LNG from the US, but said it will 
“be up to the US to offer prices which are 
competitive”.

Deputy Secretary of the US Department of Energy 
Dan Brouillette acknowledged LNG would be more 
expensive than piped gas from Russia, but 
diversifying suppliers would benefit the national 
security of Europe.

New law tackles division of authority 
between US regulators
THE Federal Maritime Commission Authorisation 
Act of 2017 contained a number of statements 
confirming the existing division of authority 
between the FMC and the Department of Justice.

The authorisation provides a Congressional mandate 
for the FMC to exercise oversight over ocean carrier 
activity with respect to US inventory, according to a 
report from law firm Holland & Knight.

In addition to the modest changes in the legislation 
to the agency’s antitrust enforcement powers, the 
authorisation’s focus on “certain covered services” 
protects US-based service providers from 
anticompetitive behaviour.

Conduct covered by a Shipping Act agreement is the 
exclusive jurisdiction of the FMC, and the new 
amendments do not affect this.
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However, the legislation also states that the Act’s 
prohibitions on conduct shall not be “construed to 
limit the authority of the Department of Justice 
regarding antitrust matters”.

The language used is intended to preserve the 
division of authority between the two agencies, 
wrote law firm K&L Gates in its own report.

That was further confirmed by the presidential 
statement issued at the time the authorisation 
became law: “The FMC should defer to the 
Department of Justice regarding interpretations of 
the federal antitrust laws,” it read.

The Department of Justice served subpoenas to 
executives from some of the world’s largest shipping 
companies in 2017 in an investigation that 
demonstrated their jurisdictional overlap.

The executives were in San Francisco for a meeting 
of the International Council of Containership 
Operators, a biannual meet-up of company leaders 
at which US antitrust lawyers sit in to make sure the 
conversations do not get too productive.

Little is known about the progress of the 
investigation, however, and the Department of 
Justice declined to comment.

Carriers enjoy limited antitrust immunity under 
discussion agreements, but, when exceeded, they are 
subject to prosecution from the Department of 
Justice.

The Department of Justice has also been critical of 
the FMC’s discretion in allowing shipping alliances 
or major vessel-sharing agreements to go ahead in 
the past.

Under the Shipping Act, the FMC is constantly 
monitoring the competitive atmosphere, FMC acting 
chairman Michael Khouri told Lloyd’s List.

“The most important thing the commission looks at 
is market contestability — how easy is it to contest 
on price, what is the ease of entry if rates go up, what 
is the ease of exit if volume or rates go down,” he 
said.

The new authorisation calls for an annual review of 
the effects of alliances to be included in the 
commission’s report to Congress. It also stipulates 
the FMC to consider the aggregate effect of alliance 
agreements on competition when determining 
whether to seek injunctive relief.

Alliances are prohibited from collective negotiation 
with anti-competitive results, and carriers cannot 
participate in both a rate discussion and vessel-
sharing agreement in the same trade if the result is a 
reduction in service or increase in transportation 
costs.

The FMC scrutinises all alliance carriers, across all 
alliances and within each alliance and continues to 
find no evidence that collaborative price-setting is 
taking place, said Mr Khouri.

“As we look at it today, globally, the major east-west 
lanes from an antitrust regulator perspective are 
still not concentrated,” he said. “There is some 
modest concentration on some of the smaller lanes.”

This view of the market is echoed by the World 
Shipping Council’s president and chief executive 
John Butler.

Despite a bit of handwringing over the consolidation 
that has taken place in the industry of late, the 
industry began that process from an extremely 
fragmented state and it remains fairly 
unconcentrated, he said.

The concerns of tug operators and other service 
providers that were addressed in the Shipping Act 
amendment were pre-emptive, he said, and not 
based on practices already taking place.

“Those issues that were raised were in the nature of 
things they did not want to see in the market,” he said.

The WSC included an RBB Economics report in its 
comments to the European Commission’s public 
consultation of the Consortia Block Exemption 
Regulation, concluding that not only do consortia 
not result in less competition but may result in a 
more competitive industry.

“Fierce competition in the industry strongly suggests 
that the benefits of the co-operation agreements 
between carriers have been passed on to customers 
through lower pricing and the availability of services 
that would not exist in the same form in the absence 
of co-operation between carriers,” read that report.

Alliances lower barriers to entry, the report argues, 
allowing for more competition because firms that 
would otherwise lack scale or demand are able to 
offer services.

Mr Khouri said many in the industry recognise 
these advantages, and further co-operation is likely.
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CHINA has committed to purchase an additional 
10m tonnes of US soyabeans in what could offer a 
brief sigh of relief for many dry bulk owners who 
have been caught in the crossfire of a trade war 
between the world’s two largest economy.

The new Chinese contract commitment was revealed 
by senior US authorities on various Twitter accounts 
last week.

“Hats off to @POTUS for bringing China to the 
table,” US Agriculture Secretary Sonny Perdue said 
in a Tweet. “Strategy is working. Show of good faith 
by the Chinese. Also indications of more good news 
to come.”

China last year imposed tariffs on US agricultural 
goods, including soyabeans, and while the country 
resumed buying US cargoes in December, volumes 
are still lagging.

According to the latest US Department of 
Agriculture data, only 7.4m tonnes of the most 
recent US soyabean harvest had been sold to China, 
well short of the 26m tonnes of purchases at the 
same point last year.

“An additional 10m tonnes in exports would support 
the drawdown of the massive US soyabean stocks 
that have depressed prices for months, and would 
lead to increased seaborne quantities, hence 
supportive for dry bulk shipping,” Artic Securities 
said in a note.

Chinese imports of US soyabeans nearly doubled in 
January this year as compared with the previous 
month as cargoes booked after a Sino-US trade truce 
arrived in the world’s top importer.

Chinese custom data shows that China brought in 
135,814 tonnes of US soyabeans in January, up 95% 
from 69,298 tonnes in December. But the figure was 
still down 99.7% from 5.82m tonnes a year earlier as 
Beijing’s hefty tariffs on American shipments curbed 
purchases.

China typically buys from the US in the last quarter 
and first couple of months of the year, when the US 
harvest dominates the market. But Chinese buyers 
have steered clear of US produce amid the tit-for-
tat trade dispute and the country has both shifted 
its imports toward Brazil and reduced its total 
imports.

MARKETS

China’s soyabeans commitment offers 
relief to dry bulk sector

“I’ve talked with a number of shipping individuals 
and groups that acknowledge alliances can be 
beneficial and recognise there will probably be more 

corporate consolidation, which would reduce the 
number of competitors out there,” said Mr Khouri. 
“Given that, they support alliances.”

Baltic Exchange to launch LNG index 
and new tanker routes
THE Baltic Exchange is aiming to officially launch a 
new liquefied natural gas index next month, while it 
pilots two others.

The LNG 1 index, which represents the Gladstone to 
Tokyo round voyage on a 160,000 cu m carrier, has 
been on a trial run since July. The latest assessment 
was at $35,593 as of February 19.

It aims to go live some time in March, the Baltic’s 
senior freight market reporter James Pendered 
said. The LNG 3 index, which covers the Sabine 
Pass-Tokyo round voyage, is also expected to start 
a “public trial” in March.

The LNG 2 index will soon be going on a “blind 
trial” because of its new description, he said at the 
FFABA tanker freight derivatives forum in 
London.

The index was initially expected to assess the Ras 
Laffan to Bahia Blanca round voyage but that is 
being amended to the voyage from Sabine to the Isle 
of Grain, he said.

The London-based exchange will also be launching 
five new tanker routes — one clean and four dirty 
— on March 1.
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The TC17 route covers a medium range tanker on the 
Middle East Gulf (Ras Laffan) to east Africa (Dar es 
Salaam) voyage for loading 15-25 days from the index 
date.

The TD22 is for a very large crude carrier from the 
US Gulf to China, while the TD23 route is for a 
suezmax plying the Basrah to Lavera route.

The TD24 assesses an aframax traversing the 
Russian Pacific from Kozmino to Qingdao, while the 
TD25 is for an aframax from the US Gulf (Galveston) 
to Trieste in the Mediterranean.

The indices have been on a public trial since 
October.

Trump’s tariffs create uncertainty in 
US west coast ports
THE US west coast maritime industry is concerned 
about President Donald Trump’s imposition of tariffs 
on many imports from China in the belief that he 
can win concessions on trade.

Shippers, carriers, ports and workers are 
apprehensive about the tariffs and their potentially 
negative effects on the transpacific container traffic.

Tariffs make Chinese goods more expensive to buy, 
and Mr Trump believes that the greater expense will 
deter US consumers from purchasing Chinese goods.

Mr Trump is trying to use the loss of revenues as 
leverage to force Beijing into meeting his demands. 
He wants Beijing to change policies that will put US 
businesses on a level playing field with their Chinese 
counterparts.

In particular, Washington wants to end efforts made 
by China to pressure US firms into sharing 
proprietary technology. Washington also wants China 
to stop protectionist policies that favour state-
controlled firms at the expense of US competitors.

So far, Beijing has been reluctant to yield on issues it 
deems crucial to maintaining the Communist Party’s 
rule. Those include government subsidies to state-
owned companies and other policies that underpin 
its state-led economic model.

Beijing also denies exerting any official pressure on 
US businesses to transfer technology, saying that 
foreign companies share technology willingly in 
exchange for access to China’s markets.

The two sides have agreed to a March 1 deadline for 
resolving the issues between them. If they do not 
agree by then or if they do not agree to extend the 
deadline, US tariffs on $200bn worth of Chinese 
goods will increase to 25% from 10% on March 2. At 
the time of writing in mid-February a trade pact was 
still to be ratified.

While a reduction in the import of Chinese goods 
might help to redress the trade imbalance, it would 
also have adverse effects on the US retail industry 
and transpacific shipping.

Fewer goods means fewer containers crossing the 
Pacific Ocean and entering US ports. That means 
less business for ocean carriers and terminals, and 
fewer jobs for workers.

The tariffs imposed by the Trump administration 
could spell disaster for the industries and 
communities that depend on trade with China, 
including ports up and down the Pacific coast.

Figures from the Northwest Seaport Alliance 
show that high dependence. In 2017, the ports 
of Seattle and Tacoma imported 832,890 teu 
from China, representing 61% of their 
throughput for the year.

NWSA officials are highly aware of the adverse 
impacts Mr Trump’s tariffs can have on their region.

“Last year, more than $27bn in imports from China 
came through Seattle and Tacoma cargo terminals,” 
NWSA chief executive John Wolfe told a 
Congressional hearing last April.

“Tariffs should be a measure of last resort that are 
narrowly targeted to address the problem and 
minimise the unintended impacts on Americans,” 
Mr Wolfe said.

Few people want to think about Mr Trump’s threat 
of higher tariffs after March 1, according to Jock 
O’Connell, an international trade consultant and 
adviser to Los Angeles-based Beacon Economics.

Port officials across the region “don’t want to think 
that tariffs will expand beyond those already in 
place and that even those tariffs will be unwound 
fairly soon”, Mr O’Connell told Lloyd’s List.
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“Any port that serves as a major conduit for the 
supply chains that link the US and China ought to be 
concerned about declines in the volume of trade 
— and that includes Prince Rupert,” he said.

Although entering a Canadian port such as Prince 
Rupert, any goods would still be subject to Mr 
Trump’s tariffs if they are heading to destinations 
across the border in the US.

Mr O’Connell noted that ports up and down the 
Pacific coast recorded surges in container imports 
up to the beginning of 2019, and he attributed them 
to Mr Trump’s tariffs.

“The surges are a result of all the importers trying to 
get their goods into the US ahead of the deadline for 
tariffs,” he said, noting however that there is reason 
to believe the surges may have ended and are in 
decline.

Evidence of that came on February 13 when the 
ports of Los Angeles and Long Beach reported their 
throughput figures for January this year.

Los Angeles processed 429,923 teu of imports in 
January, a drop of 8.3% over the December 2018 
figure of 468,905 teu. Long Beach processed 
323,838 teu of imports in January, a drop of 13.2% 
over the December 2018 figure of 373,098 teu.

On February 14, Port of Oakland also released 
figures that show imports have declined. Its January 
2019 imports stood at 81,895 teu, a 5.9% drop over 
the 87,056 teu for December 2018.

Mr O’Connell said these figures show that the surge 
to beat tariffs may have peaked and will turn into a 

decline, especially if the current 10% tariffs are 
increased to 25%.

“In that case,” Mr O’Connell said, “we’ll see a drop in 
purchases of Chinese imports and that will retard 
the import trade.”

The uncertainty wrought by the tariffs is felt in the 
retail trade.

“We are hopeful that the talks will succeed, but until 
the trade war is behind us, retailers need to do what 
they can to mitigate the higher prices that will 
inevitably come with tariffs,” said Jonathan Gold, 
vice-president for supply chain and customs policy 
for the National Retail Federation, an industry 
lobbying group.

That uncertainty also reigns in ports along the US 
Pacific coast.

“We expect to see a dip in volumes in the week 
ahead post-lunar new year,” said Phillip Sanfield, 
director of media relations for the port of Los 
Angeles, on February 14.

“After that, it is hard to predict since there has 
been no resolution to the China-US trade issue. So 
we are anticipating at least a short-term dip in the 
next few weeks. Beyond that, it is hard to tell,” he 
said.

In Oakland, the message is the same.

“Concern over international trade issues has driven 
unprecedented import volume,” said Port of Oakland 
maritime director John Driscoll. “We’re watching 
closely to see what happens next.”

IN OTHER NEWS
Panalpina’s biggest shareholder 
moves to lift voting restriction
PANALPINA’S largest shareholder 
has requested that the Swiss 
freight forwarder, currently 
subject to a multi-billion dollar 
bid from DSV, lifts restrictive 
covenants to give all investors a 
‘one share, one vote’ standard, a 
move that would significantly 
increase its voting power.

The Ernst Göhner Foundation, a 
non-profit organisation devising 
cultural and educational projects, 
has asked for an extraordinary 

shareholders’ meeting to discuss 
the move to allow it to exercise 
the full extent of its hitherto 
capped voting rights.

Earlier this month, EGF, which 
owns a 45.9% stake in Panalpina, 
said it opposed the DSV bid that 
aims to create what would be the 
world’s fourth-largest logistics 
operator.

Hyundai LNG Shipping teams with 
EPIK for FSRUs
HYUNDAI LNG Shipping Co is 
collaborating with EPIK, a 

Seoul-based project development 
firm, for a floating storage and 
regasification unit that is mooted 
for the Australian port of 
Newcastle in New South Wales.

The companies have entered a 
strategic partnership laying out a 
framework for the development 
of FSRUs around the globe.

The Newcastle project involves 
the deployment of a newbuilding 
170,000 cu m FSRU plus 
associated onshore 
infrastructure.
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Fujairah offers low-sulphur fuel oil
THE Port of Fujairah says it has 
0.5% sulphur fuel available for 
bunkering as of this month.

“We are pleased to inform the 
vessels calling at Fujairah 
Offshore Anchorage Area and 
Port of Fujairah that Fujairah 
Refining Ltd has started 
manufacturing and producing the 
first bunker fuel oil 0.5% sulphur, 
which is ready for delivering in 
Fujairah,” it said in a note.

Last April, the port in the United 
Arab Emirates dispelled fear 
among tanker owners who 
believed that Fujairah would not 

have enough low-sulphur fuel oil 
to meet demand ahead of the 
International Maritime 
Organization’s deadline, which 
takes effect in January 2020.

ICS condemns crude shipments ban 
in northern British Columbia
THE International Chamber of 
Shipping has criticised legislative 
proposals for a temporary ban on 
crude oil shipments in the waters 
of northern British Columbia.

Bill C-48 – officially titled ‘An Act 
respecting the regulation of 
vessels that transport crude oil 
or persistent oil to or from ports 
or marine installations located 

along British Columbia’s north 
coast’ – was first tabled in the 
Canadian parliament in 2017.

It is currently being reviewed by a 
standing committee of the 
Senate, the country’s upper 
house. But the influential trade 
association, which represents 
national shipowners’ 
associations controlling some 
80% of the world merchant fleet, 
counters that such a move would 
interfere with international 
maritime trade.
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