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Is the US west coast
big-ship ready?
A ; Sy \"

LOS ANGELES AND Long Beach ports like to boast that they are
“big-ship ready”, as indeed they are.

Several container terminals within the San Pedro bay complex are able
to handle ships of 18,000 teu or more.

That point was underlined this week when Mediterranean Shipping
Co’s 19,200 teu MSC Eloane arrived at APM Terminals’ Pier 400 in Los
Angeles, which is owned by the line’s 2M partner Maersk.

Later, the ship will then proceed to nearby Long Beach where it will
dock at MSC-controlled Total Terminals International facility,

This is the largest containership ever seen on the US west coast,
somewhat bigger in terms of capacity than CMA CGM’s 17,800 teu
vessel that arrived to great fanfare in December 2015, and five metres
broader.

The 54 metres wide CMA CGM Benjamin Franklin was not fully-laden
on that occasion, and only made two transpacific crossings before it
returned to the Asia-Europe trades.

Neither has MSC Eloane arrived fully loaded. In fact, in terms of
container lifts, it will not be a record for Pier 400.

Whether this is just a trial run or a temporary redeployment because of
over-capacity in the Asia-Europe trades is not clear.

Both ports will trumpet the visit as proof that they are just as able to
handle ultra large containerships as those in the Asia-Europe trades,
where these vessels are now a regular sight.
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The problem, though, is not water depth, berth
length, or crane size, all of which are adequate, but
inland transport connections. Unlike ships arriving
in Europe from Asia, where they will discharge
cargo at numerous ports, those berthing in southern
California will have to unload a huge number of
containers during a single call.

That creates potential congestion and bottlenecks
right along the supply chain, both for deliveries by
truck to nearby distribution hubs, and the much
larger volumes being moved by train to Chicago and
other destinations as far away as the Ohio Valley.

There is, though, another issue stirring that may
give container lines food for thought as they
consider whether their big ships are suitable for the
transpacific trades.

The International Longshore and Warehouse Union
is raising concerns about automation plans for Pier
400, even though the acceptance of new
technologies is written into west coast dockworkers’
current contract of employment.

The scenes of five years ago during the protracted
labour contract renewal negotiations of 2014-15 are
still etched in the memories of carriers, shippers,
forwarders, and terminal operators. At times, as
many as three dozen ships were left at anchor
outside the ports because of congestion at the berth,
which spilled over into supply chain disruption
across the country.

Eventually, the deadlock was only resolved with the
intervention of the White House.

Once the deal was signed, longer-term industrial
peace seemed assured when the ILWU agreed to
extend the five-year contract until 2022.

Is the union now preparing to walk away from that
historic agreement with its opposition to APM
Terminals’ automation plans?

Only two of the 13 container terminals in the
LA-Long Beach complex have computer-controlled
cargo-handling processes, TraPac in Los Angeles
and Long Beach Container Terminal that is currently
up for sale.

The ILWU and TraPac have had a rockly
relationship, whereas LBCT has built up a better
rapport with the union during the construction and
start-up phase.

But as Orient Overseas (International) Ltd finalises
the sale of the terminal in order to comply with
Washington demands, could potential buyers be
alarmed by the noises emanating from the ILWU?
Already, shortlisted Seaspan appears to be having
second thoughts.

But over-stretched intermodal services create bulges
along the supply chain every time a big ship docks in
southern California, while the ILWU seems
increasingly militant. Will this scenario deter ocean
carriers from permanently transferring such
valuable assets as their ULCs to the transpacific
trades, however much Los Angeles and Long Beach
would want to shout out that they are just as able to
handle these big ships as their opposite numbers in
Asia and Europe?

WHAT TO WATCH

First shipping blockchain ‘IPO 2.0’

forecast for 2019

A FIRST mini-initial public offering of securities
backed by shipping assets through a blockchain-
based platform will happen within this year,
according to a new start-up focusing on attracting
investors to the shipping industry.

UK-based Value on Chain told Lloyd’s List that it
intends to launch a first shipping direct investment
deal — or ‘TPO 2.0’ — on its platform built on
blockchain and to list it on a regulated digital
security exchange.
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VoC, formed by a trio of partners with
backgrounds in finance and technology, said the
first offering would target accredited professional
investors and would likely involve an unleveraged
vessel.

But in the longer term, the company will expand into
the retail investor market for alternative
investments, and after shipping and energy, it will
be targeting aerospace and even horse-racing as
sectors ripe for the approach.

Page 2



The common denominators between the sectors are
that each is seen as being difficult to enter for
investors, while most current investment
opportunities lack liquidity.

The company has also been attracted to shipping
because of the exit of banks from the sector, while
private equity firms that have filled part of the gap
have been doing so on terms “unfair” to smaller and
medium-sized owners, VoC said.

“The first transaction will reassure investors and the
shipping market and hopefully attract as many
non-shipping investors as possible,” said co-founder
Antoine Loth.

He said that in dealing with real assets, shipping
had the advantages of earning regular cash flows
and being easier to understand for investors who are
not obliged to do extensive research on company
strategy and competitor companies.

“A direct investment in a ship is simpler and more
reassuring than investing in an old corporate and
people like to see something they have a piece of,”
Mr Loth said.

“A lot of the so-called real single assets today are
privately owned rather than public and they have
generally been reserved for the sector professionals,
private equity and insiders.

“We want to open up shipping to more investors but
also to add value for shipowners as well. The
shipowner will have access to cheaper capital
without giving up voting rights to investors. We do
not feel that third-party investors will want to have a
governance role,” he said.

Apart from much lower costs than a traditional IPO,
the platform will give owners the flexibility to offer
part of one ship to the investment community,
rather than float the entire company, or fleet.

An essential part of the vision is to create the
conditions for a healthy secondary market, giving
investors the possibility of cashing out.

The problem with recent crowdfunding solutions, to
which VoC has a superficial likeness, is that “the
investor is trapped on the platform because there is
no secondary market,” said Mr Loth.

VoC’s blockchain securities can be programmed to
be compliant and are therefore interoperable
between platforms, exchanges and investors.

Moreover, VoC’s platform will aim to provide
‘extras’ such as live monitoring of assets’
operational and financial performance, market
data and analysis, and direct investor relations that
will connect the shipowner-sponsor with investors
in a seamless way.

Traditional stock markets are starting to warm up to
the new technology. Swiss exchange SIX will be
launching an integrated digital asset trading,
settlement and custody service later this year and
major European and North American markets are
expected to follow the trend.

The company is currently in the throes of
establishing an advisory board, including senior
representatives of the shipping industry, that will
screen the deals and sponsors listing on the platform
and “make sure the highest standards of due
diligence and investors protection are respected”.

ANALYSIS

Idle numbers keep box charter market in check

THE box charter market has made a modest, yet
steady, start to 2019.

Although fixture activity has been nothing to get
too excited about, the alarm bells are not ringing
either.

Approaching the end of the first quarter, there is
also the typical sense of quiet optimism, with the
traditional seasonal downturn that began in the
second half of last year beginning to bottom out. In
short, the worst is over.
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However, upward momentum in charter rates
continues to be hindered by a supply overhang,
particularly in the feeder sector.

The Hamburg Shipbrokers Association New ConTex,
a weighted average of vessels in the 1,100 teu-4,250
teu size bracket, remained relatively unmoved in
mid-March against its month-ago level climbing
from 386 to 388 points.

Nevertheless, analysts expect rates to make slow
progress over the coming months. The acid test for
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the charter market will be its ability to absorb some
of the idle ships.

“It will take some time for the time charter market
to reduce the overhang of idle units in smaller fleet
segments and this will act as a drag on upward
momentum,” said London-based analysts Maritime
Strategies International.

So far this year, it is the post-panamax segment, or
vessels above a capacity of 5,100 teu, that has kept

the market in check with readily available tonnage of

larger ships low and fixture activity brisk.

Time charter equivalents since the turn of the year
have regularly achieved daily rates comfortably
above the $20,000 benchmark.

For example, Taiwanese carrier Evergreen signed off
on the 8,528 teu Navarino for a daily rate of $21,900

for an 11-month period, while Mediterranean
Shipping Co fixed the 8,533 teu Seamax Stratford
on a 12-month charter for $22,000 per day. Both
ships will be deployed in the Far East, according to
brokers.

Although larger spot tonnage is sparse, there are
worrying signs that demand is weakening.

Analysts Alphaliner highlighted in a recent
commentary that demand for larger ships had
suffered by the high number of blanked sailings on
long haul routes, a trend that began in February and
continued into March.

“Weak demand, especially on the transpacific and

Middle East routes, is largely to blame,” it said. “This

could however be a temporary effect, as carriers
prepare for the start of the summer peak shipping
season with most of the idle ships already securing
forward assignments.”

Softening demand in the larger sectors led to a slight

rise in the idle container ship at the start of March
against its mid-February level.

Alphaliner noted that the number of idle units above
5,100 teu had risen to a two-year high of 48 ships,
which had seen the unemployed box fleet jump to
more than 900,000 teu of capacity.

But it is not all doom and gloom.

Whereas the post-panamax sector suffered a setback

there have been gains in the smaller sectors to lift
market sentiment.
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While the overall idle fleet had risen, the total of
unemployed ships in the 500 teu-5,100 teu class fell
during the same period, down to 177 units in early
March against 213 ships a few weeks prior.

According to Alphaliner, the smaller sizes have
begun to enjoy a “long-awaited revival in demand”.

Moreover, the employment situation has been
aided in the sector by a recent surge in vessel
scrapping.

“Of the 31 ships that have been sold for scrap so far
this year, 29 were smaller than 5,100 teu,” it said.

Even with these deletions, however, idle numbers
remained high, which was preventing charter rates
from making any significant gains, according to
Alphaliner.

However, rates are expected to improve across the
board as seasonal container demand begins to pick

up.

In its latest market forecast, MSI said it expected
vessels in the 1,100 teu sector to recover slightly in
the second quarter of 2019, with daily rates rising
from a current level of around $6,300 to closer to
$6,800 per day.

Similarly, 1,700 teu vessel types were anticipated to
jump to $7,900 per day from $7,100.

MSI also expects rates to climb in the larger feeder
sectors but identified definite downside risk for the
long-suffering panamax sector, where plenty of
tonnage is available for hire.

Alphaliner said that at the start if March as many as
39 units remained in the spot pool, predominately in
Asia, adding that if the problem persisted, owners
would have to consider their options if unwilling to
wait for a demand upturn.

Brokers though, are not optimistic.

“Demand has picked up a little in the classic
panamax sizes... but realistically there needs to be a
sea-change for this market to turn around,” said one
London-based brokerage.

With the sulphur cap edging closer, owners of
non-economical tonnage may see now as the
opportune moment to send ships for recycling. With
scrapping prices also not too shabby, this could also
help sway decisions.
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Despite the numerous blanked sailings on
mainline routes MSI, meanwhile, has upgraded its
ratings forecast for the post-panamax sector.

It did though highlight that the “structural
volatility” of this fleet segment must also be
considered, and as such could scupper rate
progress.

“While not yet a major factor we do believe short-
term charters to cover vessels put into dry dock for
scrubber installation will help buoy earnings as the
year progresses,” said MSI.

Furthermore, it said that in a relatively illiquid
segment this would likely shore up earnings. “We
expect these to remain generally in the high teens to
early $20,000 per day.”

MARKETS

Much lower iron ore trade growth to claim
capesize earnings potential

IRON ore trade growth is expected to be hit hard by
the dam failure in Brazil in January.

Maritime Strategies International estimates that
iron ore trade growth this year will sink to 0.1%
compared with a 4.6% forecast before the tragedy.

“Flat trade will be more than offset by fleet
growth”, particularly the new very large ore
carriers entering the market, and rates will
subsequently be lower year-on-year, the
consultancy said in a note.

MSI estimates that full-year capesize earnings will
average $9,500 per day from $15,400 in 2018. It
sees earnings at $8,400 in May.

The average weighted capesize time charter was at
$6,387 at the close on Friday on the Baltic
Exchange versus the three-year low level of $4,236
a week ago.

Fearnleys ascribed the average daily earnings as
being “well below operating costs and owners keep
bleeding”.

But, the brokerage said, some bright spots were
appearing, in the form of healthy iron ore and coal
volumes out of Australia.

“Most players seem to believe the worst for 2019 is
now past,” it said in a note earlier in the week. In the
Atlantic, cargoes were being loaded further north
“to compensate for ongoing Brazilian export
problems” although freight rates remained weak.
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Brazilian miner Vale said this week that it was
forced by authorities to halt operations at its Guaiba
terminal, which mainly serves its southern system.

While iron ore trade looks like it will not be able to
live up to expectations, minor bulks should support
vessel demand, MSI said, adding that it sees growth
in nickel ore and wood pellet trades.

China’s imports of nickel ore from Indonesia are
expected to rise to 25m tonnes this year from 15m
tonnes in 2018, while wood pellets are expected to
see further gains after expanding 26% in 2018 to
almost 25m tonnes, it said.

MSI thus expects spot earnings on supramaxes to
average $12,000 per day in May, with similar levels
expected for the panamax segment, due to increased
soyabean exports from Brazil coinciding with higher
shipments from the US.

Brazilian soyabean exports reached a record 6m
tonnes in February, double the level of a year earlier,
according to BIMCO. Most of the volumes were
being shipped to China, aiding tonne-miles.

“The recent upturn in panamax and supramax
earnings is likely to be linked to the start of the
Brazilian soyabean exporting season,” the
association’s chief shipping analyst said in a note.

Supramaxes closed on Thursday at $8,714 per day
on the Baltic Exchange, while panamaxes were at
$6,771 per day, and handysizes were assessed at
$6,389 per day.
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IN OTHER NEWS

Wilhelmsen drone project makes first
shore-to-ship delivery
WILHELMSEN'S shore-to-ship
drone delivery pilot project in
partnership with Airbus made its
first delivery in real-time port
conditions, delivering a variety of
small, time-critical items to
working vessels at anchorage in
the Port of Singapore this week.

This deployment of drone
technology marks the first shore-
to-ship delivery of this range and
scope, Wilhelmsen said in a
press release. Lifting off from
Marina South Pier with 3D
printed consumables from
Wilhelmsen's onshore 3D printing
micro-factory, the Airbus
Skyways drone navigated
autonomously along pre-
determined “aerial-corridors” in
its 1.5 km flight to the Eastern
Working Anchorage.

The drone landed on the deck of
the Swire Pacific Offshore anchor
handling tug supply vessel Pacific
Centurion and deposited its 1.5 kg
cargo without a hitch before
returning to its base. The entire
delivery, from take-off towards the
vessel, to landing back at base,
took just 10 minutes.

Contship Italia seeking Gioia Tauro
box terminal buyout

CONTSHIP ltalia is in talks with
MSC about buying the latter's
50% share in CSM ltalia Gate, the
company that controls the
Medcenter Container Terminal
concession at Gioia Tauro.

MSC is already a partner in MCT,
as well as its main customer.

Contship Italia has appointed a
law firm to assist with the
transaction, as well as an
independent financial advisor,
which will be tasked with valuing
the terminal’s activity and assets,
it said in a statement.

RCL revamps China-Southeast Asia
services

RCL is making some network
changes that will see it
consolidating one service while
enhancing another, as it aims to
serve its key China-Southeast
Asia market better.

It has announced it would be
revamping its tie-up with CMA
CGM intra-Asia unit Cheng Lie
Navigation Co, taking over CNC's
one vessel on its Central China to
Thailand service and making the
RBC1 an exclusive RCL service
served with three of its own
vessels.

RCL's Kama Bhum will replace
CNC's vessel at the end of March
on the same 21-day rotation of
Ningbo — Shanghai — Laem
Chabang — Bangkok (PAT) —
Laem Chabang. It will join similar
1,324 teu vessels Jitra Bhum and
Itha Bhum on the service.

Norden expands into Africa
NORDEN, a Danish dry bulk
tanker owner and operator, is to
open an office in Ivory Coast,
west Africa.

The Abidjan office, which will be
Norden's 11th, is expected to be
operational in the second
quarter, the company said in a
statement.

“West Africa is a promising
region, where Norden sees
growing opportunities within dry
cargo,” it said, adding that
having a local presence will
allow it to increase inbound
business from the
Mediterranean and Far East
while supporting growth on
day-to-day outbound activities.

Hill Dickinson adds to ranks from
rivals

HILL Dickinson, the international
shipping law firm, has added
three senior legal experts to its
London and Singapore
operations.

Beth Bradley has joined the
company as a partner from
Clyde & Co, where she has been
legal director since 2013. Sung
Hwan Choi, also known as SD
Choi, joins as a partner in
Singapore. Mr Choi is currently
of counsel with Norton Rose
Fulbright, specialising as a
transactional lawyer and is dual
qualified in England & Wales,
the USA and the Marshall
Islands.

Also joining from NRF is legal
director Kevin Austin. Mr Austin,
a master mariner, becomes Hill
Dickinson's legal director in
London.

For classified notices please view the next page.
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Corporate subscriptions customised to your business.

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