Lloyd’s List

Maritime intelligence | informa

Friday April 12,2019

Daily Briefing

Leading maritime commerce since 1734

LEAD STORY:
LNG could cut emissions by up to 21%

WHAT TO WATCH:
Dry bulk charterers shun ownership

ANALYSIS:
Scrubber investments challenged by
recent fuel price spread

OPINION:
Viewpoint: Too clever by half

Owners and operators ‘gambling' on
future fuel price spread

MARKETS:
Pacific Basin confident of supramax
and handysize market in the long term

IN OTHER NEWS:
Yang Ming charters four more 11,000
teu boxships

Brexit will hit UK seafarer jobs, warns
Nautilus

PSA International ties with Israeli tech
accelerator

Port of Mobile promised new tax
funds to retain competitive edge

Stephenson Harwood appoints two
new shipping partners

Thomas Miller German affiliate makes
fixed premium P&I insurance Brexit-
proof

Claritecs signs deals to pilot web-
based BunkerMaestro platform

Lloyd's List | Daily Briefing Friday 12th April

LNG could cut emissions
by up to 21%

+ NG unkesing capability i Increazingly 2vsilsbla in mzjor ports araund the world

PRODUCING AND USING liquefied natural gas can reduce emissions
by up to 21% across the fuels entire cycle compared to conventional
fuel oil, according to a new study released today which backers are
using to prop up LNG’s role in shipping decarbonisation.

The study commissioned by pro-LNG industry group SEA/LNG and
marine gas non-governmental organisation SGMF assessed the
performance of LNG fuel from the production and processing phases
all the way up to its combustion, compared to oil-based fuels.

Compared to heavy fuel oil, LNG cuts greenhouse gas emissions
between 14% and 21% in two-stroke engine vessels, which account for
72% of marine fuel consumption, according to SEA/LNG. Savings are
smaller for four stroke engines, ranging from 7% to 15%.

GHG emissions solely from the combustion phase on board vessels
dropped by up to 28% compared to heavy fuel oil in two-stroke engines.

Thinkstep, the consultancy that conducted the study, used primary
data provided by original equipment manufacturer. The study did not
assess for different vessel types, trades or conditions.

The study’s conclusions are in line with other estimations of GHG
savings from LNG as a fuel, earning it an identity as a transitional fuel
in the shipping industry’s quest to decarbonise and eradicate GHG
emissions.

SEA/LNG chairman Peter Keller said it was probably right that LNG is

an interim fuel but insisted it is the best available option at the moment
to combat emissions.
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“How far it will go and how long the path is until
there are other opportunities, we do not know really
know, I do not think anybody can tell us that,” he said
during a press conference in London on Thursday.

The IMO last year committed to slashing GHG
emissions by at least 50% by 2050 compared to
2008. Vessels must also improve their relative
carbon consumption by at least 40% by 2030 and
aim for 70% by 2050, compared to 2008.

Industry groups and large individual companies have
publicly backed these targets, albeit with often subtle
remarks about the difficulty of attaining them.

LNG backers have long touted both its sustainability
compared to fuel oils and its availability compared to
other alternative fuels that may yield greater GHG
savings.

“With the world LNG bunker vessel fleet doubling in
the next 18 months and those vessels being deployed
at major bunkering hubs, LNG as a ship fuel is
rapidly becoming readily available,” SGMF board
chairman Chad Verret said in a press release.

Here to stay?
Critics have stressed it should be a short-term

solution, as it fails to meet the emissions targets the
shipping industry has imposed on itself, and want
investments to prioritise zero-carbon fuels and new
propulsion technologies, as opposed to LNG.

Despite recognising the likely transient nature of
LNG as a fuel, Mr Keller argued that anticipated
manufacturing, technological and operational
efficiency gains, such as the containment of methane
during combustion, among others, could potentially
create a pathway for LNG to meet the 2050
emissions goals.

“It is a question of over the next 10, 20, 30 years how
will all those come together. But we certainly do see
a pathway to getting there,” he said.

SEA/LNG and SGMF hope that the use of more
sustainable hybrids of LNG, such as bioLNG and
synthetic LNG, could augment emissions reductions.

“For example, a blend of 20% bioLNG as a drop-in
fuel can reduce GHG emissions by a further 13%
when compared to 100% fossil fuel LNG,” they said
in a press release.

Mr Keller said that a new study will explore what
those pathways to 2050 would look like.

WHAT TO WATCH

Dry bulk charterers shun ownership

THE world’s biggest charterers of bulk carriers have
shunned investing in shipownership, saying the
mismatch between earnings and asset values is too
great.

Heads of freight and ocean transport for industry
agribusiness giants Louis Dreyfus, Cargill and
Cofco Corp all told the third annual Mare forum in
Geneva they had no intention of changing their
current business models and expanding fleet
ownership.

“We think owners have certain skillsets and
operators have certain skillsets so I don’t think you
will see a big change in our model, which is mainly
operating based,” said Jan Dieleman, global head of
transportation for Cargill.

Cargill ships 235m tonnes annually on about 3,600

voyages and has 650 vessels on the water at any one
time, according to its website.
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Louis Dreyfus’ global head of ocean freight Seb
Landerretche said he would always work with
owners to “pimp our ride”, so that ships were
operating at maximum efficiency. The agribusiness
uses artificial intelligence and satellite tracking to
predict fleet movements. Louis Dreyfus was happy
to remain an operator of tonnage chartered to shift
its cargos worldwide. “We just don’t see any
opportunities today,” Mr Landerretche added.

Louis Dreyfus is the beneficial owner of 39 vessels
including bulk carriers, tugs, and general cargo
vessels, according to Lloyd’s List Intelligence data.

China’s largest dry bulk shipper of minerals and
grains, Cofco Corp, expanded on the lack of
opportunities. There was a very big mismatch
between the price of second-hand and newbuilding
values of bulk carriers and current earnings, said
Alessio La Rosa, the company’s global head of
freight. Cofco International is based in Geneva.
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There was general consensus among the three
heads that kamsarmax vessels currently valued in
the low $30m range should be pricing around the
mid-$20m range given the price gap with
earnings.

The Baltic Dry Index, a measure of shipping freight
rates, was at 734 today on the Baltic Exchange.
Average capesize and panama earnings in the first
quarter of 2019 were the lowest since 1988, noted
Optima Shipbroking.

ANALYSIS

Scrubber investments challenged
by recent fuel price spread

THE economics of scrubber investments don’t
stack up based on the trending price spread
between compliant and non-compliant fuels, and
that does not bode well for further scrubber
investments.

“Most shipowners that have invested in scrubbers
have assumed compliant fuel oil products would
trade at price premiums of over $200 — with this
price spread, they can recoup their scrubber
investments within a year, depending on daily fuel
oil consumption,” said Lloyd’s Register Asia’s
regional consultancy manager, Douglas Raitt.

That assumption is challenged by a much narrower
price spread between high-sulphur fuel oil and very
low sulphur fuel oil in today’s market, he noted.

A news report in January stated that some of the
earliest VLSFO trades were done at $40-$100
premium over HSFO.

Still, he qualified that today’s price spread is “based
on thinly traded product deliveries to date” and the
final figures “may well look very different closer to
2020".

That said, the narrower than expected price
spreads of recent trades may have taken some shine
over investments in scrubbers — or exhaust gas
cleaning systems on board ships — that shipowners
have come to regard as one feasible solution to
comply with the International Maritime

Organization’s global sulphur cap restricting
sulphur in marine fuel to no more than 0.5%.

The IMO regulation coming into effect by Jan 1,
2020, provides leeway for ships equipped with
scrubbers to continue to burn non-compliant fuels.

Recent months have also seen major ports including
Singapore and Fujairah banning the use of open-
loop scrubbers.

Mr Raitt argued, however, that recent concerns over
possibly widespread open-loop scrubber bans by
port administrators are over-rated because ocean-
going ships spend the bulk of their voyages in open
waters rather than within port limits.

He also pointed out that the shipping industry at
large is likely to put any significant investments in
alternative marine fuels on the backburner for now
as most shipowners focus their efforts on
ascertaining availability and quality of oil-based
fuels in preparation of the looming 2020 regulatory
deadline.

Japanese boxship owner-operator, Ocean Network
Express disclosed at the TOC Asia conference that it
would have scrubbers installed on up to 10 vessels in
early 2020.

Alphaliner estimates that of the global boxship fleet,
over 10% by vessel count or 20% by capacity will
have scrubbers installed by the end of 2020.

OPINION

Viewpoint: Too clever by half

WHO remembers that bulk carrier that went
shopping in New Orleans, after its clever engine
management system decided on its own initiative to
shut down and the ship lost steerage way as it was
passing a shopping mall? writes Michael Grey.

Lloyd's List | Daily Briefing Friday 12th April

That was an early example of ship control

systems being too clever for their own good, but we
don’t seem to have learned very much in the couple
of decades since that happened.
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Pilots tell me that they are being driven mad by
systems which have a mind of their own and, being
digitally interlinked, cause alarm when they decide
to intervene, ostensibly to protect the ship or
machinery.

There are very big containerships which take it upon
themselves to shut down the main engine when the
navigational sensors detect the under keel clearance
is less than it feels comfortable with.

The fact that this happens, just when the ship is
approaching a tight bend in the port approaches,
causes premature ageing all around and a lot of
near-miss grounding incidents.

Doubtless the engine management system feels very
self-righteous.

High-profile incident

There is a lot of urgent introspection about the
near-grounding of the cruiseship Viking Sky, which
seems to have suffered a main machinery shut down
because of lubricating oil problems. Older engineers
will perhaps have shaken their grizzled heads in
bewilderment, remembering the annoyance they
probably felt when the deck department had taken
the ship into a storm and the rolling and pitching
was setting the luboil header tank alarm off every
couple of minutes, as the contents of the tank
sloshed about.

They would recall how they probably sent the junior
to check the first time the alarm sounded, and then
settled back in the control room, perhaps tightening
up their ear defenders. But engines in those days
didn’t have a mind of their own.

This sort of thing is going to get worse before it get
better, with our machinery and ship control systems
being assaulted by a seething mass of algorithms as
the artificial intelligence experts bring shipping out
of what they regard as the dark ages and into the
digital future it clearly needs.

One doesn’t want to be too stuck-in-the-mud, but an
engineer I correspond with was seriously asking
whether much of this wonderful stuff is needed,
whether it will stand the test of time and a shipboard
environment, and whether it will just annoy people
still afloat. This chap said what he really wanted was
not computers and Al, but the restoration of a couple
of engine room ratings, who will keep the machinery
spaces clean.

Doubtless such remarks will be seized upon by the
progressives as emanating from an industrial
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dinosaur, who is defying the pace and direction of
technology, but I don’t think such views should be
ignored. There is a sinister belief (mainly by those
who have something to sell) that AI can do pretty
well anything and onboard manpower should be
effectively demoted to machine watching — not that
it will ever need human intervention, of course.

But there is a lot that algorithms cannot do yet, and
in dynamic situations that require judgement and
experience, these very human qualities remain
valuable. A simple example from the navigation
watch might be clever collision avoidance AI that
can deduce closest points of approach and
recommend action, but may well fail to detect that a
tug has a tow behind it on a very long line and tries
to take the ship between the two. It might be
suggested that humans have also made that mistake,
but clearly it is not an acceptable to hand over to
automated systems that are no better.

And there is a great deal that requires both
judgement and experience if ships and people are to
be kept safe at sea. You only have to peruse the
excellent publications of the UK Marine Accident
Investigation Branch or those of the Confidential
Hazardous Incident Reporting Programme to see
the results of deficiencies in both judgement and
experience.

Blunting instincts

So the next big question should be, prior to the
development of clever equipment or the next steps in
maritime Al, ought to be to consider what its
consequences on the human seafarers who share a
ship with it might be.

We have already got equipment onboard ship that
effectively removes the need for judgement and
decision making in a whole range of shipboard tasks.
Is the effect to make the navigator, or engineer more,
or less, ‘engaged’? Is the job more, or less,
interesting? And if the answer to these questions is
in the negative , is the human navigator or engineer
more or less likely to react appropriately when he or
she is called upon to over-ride the technology and
take that decision, or make the judgement call that
will save the day?

None of these are silly questions and are closely
connected with other areas, such as manpower
retention, because people or intelligence and
imagination are not likely to stay driving ships and
machinery if they are being bored witless. They are
questions which ought to be faced, and not sneered
at or dismissed by the ‘progressives’, who champion
the march of technology.

Page 4



Owners and operators ‘gambling’
on future fuel price spread

SHIPPING is gambling on the price spread between
high- and low-sulphur fuels in the run-up to the 2020
emission requirement by the International Maritime
Organisation, an industry conference was told.

With enough of a gap, owners that have scrubbers on
their vessels can not only profit from the onboard
exhaust gas cleaning system but even win out over
those that opt for other solutions to meet the 0.5%
sulphur content cap.

In container shipping, a carrier with scrubbers
throughout its fleet can turn that technology into a
“nuclear bomb” and weed out any competitors,
because it provides a $400 fuel price differential,
according to Eastern Pacific Shipping commercial
director Thomas Hansen.

Speaking at Moore Stephens’ Singapore Shipping
Forum, Mr Hansen noted that major shipping lines
had already diverged from each other on their 2020
fuel strategies.

One case in point, he added, was the difference
between the world’s largest carrier Maersk Line and
the runner up Mediterranean Shipping Co, with the
former being a scrubber sceptic and the latter a
scrubber opponent.

Singapore-based EPS, with a diversified fleet of
more than 200 vessels, late last year secured loans
from BNP Paribas to put scrubbers on 16 of its ships,
sending the total tally to 48 units.

“We are doing this mostly because we feel it’s an
economic opportunity, but also because it’s a risk
management step to take,” Mr Hansen said. “We
don’t know what fuel will be available, we don’t how
the fuel will function and what the price will be.”

His fellow speaker, Foreguard Shipping managing
director Alan Hatton, described owners and
operators as sitting in a “shipping casino” on the
future fuel price spread.
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“No one knows the answer, and there are incredibly
different answers out there.”

He quoted consultancy MSI’s forecast as saying that
the compliant fuels could be $200-$300 more
expensive than the current heavy bunker fuel oil
being used by the industry. At the same time,
predictions by some on the low end of the range
were below $50.

His company — that owns and controls a small fleet
consisting of four chemical tankers, two liquefied
petroleum gas carriers and one tug vessel — chooses
a non-scrubber path, at least for now.

“We are waiting to see the price after 2020.”

Most owners investing in scrubbers assumed the
compliant fuels would trade at price premiums of
more than $200 so that they could recoup their
spending in a fairly short period, Lloyd’s Register
Asia’s regional consultancy manager Douglas Raitt
earlier told Lloyd’s List.

While a price spread of $30-$45 per tonne
between high-sulphur fuel oil and very low-
sulphur fuel oil in today’s market does not bode
well for that investment, he pointed out that the
final figures would likely to be different closer to
2020 as the supply and demand picture of those
fuels changes.

“The unknown surrounding us is enormous,” said
Clarksons senior analyst John D’Ancona.

He noted that the industry built lots of non-eco
designed ships in 2010-2012 and some owners
may want to bet on the cost advantages to be
brought by scrubbers to revive their
competitiveness.

“The non-eco ships could have become obsolete

unless you installed scrubbers on them and suddenly
they can beat up some ecos.”
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MARKETS

Pacific Basin confident of supramax and
handysize market in the long term

PACIFIC Basin Shipping, the Hong Kong-listed
handysize and supramax bulker specialist, is
confident that its segments will remain positive in
the long term due to the combination of continued
healthy growth in minor bulk demand and reducing
fleet growth, despite short-term volatility.

The International Monetary Fund’s current
economic growth forecast of 3.3%, although down
from 3.9% in October, represents a healthy level of
growth that continues to bode well for minor bulk
tonne-mile demand, the company said in a trading
update. Demand growth is expected at 4.3% this
year.

Fleet supply, on the other hand, is expected to be
kept in check as shipowners refrain from ordering
new ships. Clarksons Research estimates combined
handysize and supramax net capacity fleet growth of
1.9% for 2019 and 0.6% for 2020.

“Demand in our sectors will grow significantly more
than the fleet,” said chief executive Mats Berglund.
“The long-term fundamentals of our segments are
positive.”

Pacific Basin reported average daily time charter
earnings of $9,080 for its handysize fleet and
$10,400 for its supramax vessels in the first quarter
of 2019, outperforming the Baltic Handysize Index
by 58% and Baltic Supramax Index by 38%.

For the rest of the year, 36% of revenue days were
covered at $9,360 per day in the handysize sector

and 58% of the days covered at $10,690 per day in
the supramax segment.

During the first three months of the year, the
company took delivery of three modern secondhand
vessels — one handysize and two supramaxes — and
completed the sale of an older small handysize.

It has committed to purchase, for cash, a further
three modern secondhand supramax vessels, which
are scheduled to deliver over the next three months.

These acquisitions will increase its owned fleet to
115 by July, from 111 at present. Besides the owned
fleet, it operated an average of 110 carriers in the
first quarter.

Mr Berglund said the company would continue to
look for secondhand ship opportunities, although
the rate of its fleet expansion from here on may slow.
It had $342m in cash at the end of last year.

On a call with analysts, Mr Berglund said that the
International Maritime Organization’s sulphur cap
would lead to an overall contraction in supply and
potentially more scrapping, which was likely to boost
rates.

The company has installed scrubbers on two
supramax vessels so far, which was working out well,
Mr Berglund said. He added that the company would
likely install the exhaust gas cleaning system on
more ships, although he declined to specify the
quantity.

IN OTHER NEWS

Yang Ming charters four more 11,000
teu boxships

YANG Ming Marine Transport has
signed a charter deal with
Japan's Shoei Kisen Kaisha for
four 11,000 teu containerships,
which are due for delivery in
2022.

statement.

“In order to enhance the
company's mid- to long-term
operational efficiency and

competitiveness, Yang Ming Kisen.
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continues its fleet optimisation
plan," the company said in a

The new ships will join another
10 newbuildings of the same
size that that Yang Ming has
taken on long-term charter
from Costamare and Shoei
Kisen since 2018. The new
vessels are options on the
previous five taken from Shoei

Yang Ming said the new "eco-
type newbuildings, with modern
designs" would gradually replace
some of its high-cost, older
ships.

Brexit will hit UK seafarer jobs,
warns Nautilus

BREXIT could have severe long-
term consequences on British
seafaring jobs, officers' union
Nautilus International has
claimed.
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Leading shipowners including
Maersk and P&O Ferries have
already quit the UK Ship Register
ahead of Britain's departure from
the European Union — which has
now been shunted back to
October 31 — and there are
rumours that others will follow
suit.

UK seafarer numbers were down
1% in 2018, while the number of
officer cadets and uncertificated
officers shrank 4% and 3%
respectively, according to data
from the Maritime and
Coastguard Agency and the UK
Chamber of Shipping.

“What we're seeing is the Brexit
effect,” Nautilus general
secretary Mark Dickinson told
members of the multinational
union's UK national committee
meeting in London yesterday.

“Ships on the register is one
indicator of the success and
importance of our industry. A
growing ship register is
important but if there are no jobs,
what is the point?”

Nautilus has reaffirmed its
commitment to supporting
seafarer training as part of the
Department for Transport's
Maritime 2050 vision, while
reinforcing training requirements
in the UK tonnage tax regime.

PSA International ties with Israeli
tech accelerator

PSA International’s corporate
venture capital arm wants to use
Israel's first maritime tech
hackathon — a gathering where
programmers collaboratively
code in an extreme manner — to
scout, screen and invest in
promising start-ups.

The arm, known as PSA
UnboXed, has entered into an
agreement with Israeli business
and technology accelerator,
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theDock Innovation Hub, to
leverage innovative technologies
that will benefit the maritime and
logistics sector.

The duo will kick-start the
inaugural maritime tech
hackathon in Israel — one of the
most foremost cyber-focused
nations — addressing specific
challenges reflecting the digital
transformation needs relating to
the port and shipping sector that
will be cited by PSA.

The call for applications for the
hackathon will be published in
the coming weeks and the event
itself will take place in June
2019.

Port of Mobile promised new tax
funds to retain competitive edge
ALABAMA'S Port of Mobile will
benefit from a recent gasoline tax
increase passed by the state
legislature, with funds going into
a variety of projects aimed at
improving the gateway's ability to
compete for increased cargo.

“It's a game changer for the port,”
Jimmy Lyons, the chief executive
of the Alabama State Port
Authority told local media. "It
puts us into a totally new class of
ship."

Mr Lyons said the project will
deepen the Mobile Shipping
Channel to 50 ft in most
locations, allowing for bigger
ships. "All of our competing ports
are doing that," Mr Lyons said.
“So we don't want Alabama to be
left behind."

Last July, the US Army Corps of
Engineers issued a report on the
Port of Mobile, noting its need for
improvements based on changes
in marine transportation,
especially the trend to “larger,
deeper-draft vessels, particularly
for containerships and dry bulk
carriers".

The ACE report noted that the
existing dimensions of the Mobile
Shipping Channel “place
constraints on deeper-drafting
containerships and coal carriers,
which result in reduced efficiency
and increased costs".

Stephenson Harwood appoints two
new shipping partners
STEPHENSON Harwood has
appointed 13 new partners, two
of them shipping specialists,
according to a statement from
the shipping law firm this
morning.

Tom Adams has been named a
partner in the firm's marine and
international trade practice.
Based in London, he is a shipping
and offshore construction lawyer
with particular expertise in
dispute resolution and
negotiating contracts relating to
the construction, installation,
operation and decommissioning
of fixed and floating structures,
including wind farms and tidal
projects.

He is joined by Stuart Burrell,
who is also promoted to partner
status in the same practice.
Based in Seoul, Mr Burrell has
extensive shipping litigation and
international arbitration
experience, specialising in
handling shipbuilding, offshore
and onshore construction
disputes, as well as dry shipping
and general commercial
matters.

Thomas Miller German affiliate makes
fixed premium P&I insurance Brexit-
proof

HANSEATIC Underwriters — the
German fixed premium P&l
provider acquired by Britain's
Thomas Miller last year — has
changed the consortium
structure for its P&I coverage, in
a move designed to diminish
uncertainties surrounding
Brexit.
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The shake-up will mean a loss of
business for the Lloyd's
syndicates that previously
provided the primary policy, with
American-owned insurance giant
AIG stepping in to take their
place.

Clients will henceforth be
differentiated by whether they are
domiciled in the European
Economic Area or not.

For EEA clients, the first $50m of
cover will be provided by
Luxembourg-based AIG Europe.
Excess of up to $500m will be
provided by Lloyd's Insurance
Company Brussels. For non-EEA
clients, AIG UK will take on the

first $50m, and Lloyd's of London
excess of up to $500m.

Claritecs signs deals to pilot web-
based BunkerMaestro platform
SINGAPORE-based maritime
solutions firm Claritecs is making
significant progress in the
maritime digitalisation space
through collaborations with
government and private sector
entities, signing four
memorandums of understanding
to pilot its BunkerMaestro
platform.

The platform will help bunker
operators to reduce data entry
and manual scheduling while
increasing fleet utilisation and

providing clarity in bunker
scheduling to ship agents,
shipowners, terminals and other
players involved in the bunker
supply chain.

The web-based platform is an
algorithm-based software as a
service that taps Singapore
Maritime Data Hub, known as
SG-MDH, data. Claritecs is
among the first to engage with
SG-MDH to access the Maritme
and Port Authority of Singapore's
port and ship-related real-time
data — such as vessel
information, vessel arrival and
departure times and vessel
positions — for practical
application.

For classified notices please view the next page.
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Lloyd’s List Intelllgence.
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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 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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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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