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Is Qatar biting off more than 
its LNG sector can chew?

QATAR IS PUTTING UP a good fight to retain its crown as the world’s 
reining top liquefied natural gas exporter, having organised the largest 
single LNG shipbuilding tender yet seen to support a major expansion 
of its LNG exports.

But not everyone is convinced the full order will materialise according 
to plan.

National oil company Qatar Petroleum last week unveiled a 
newbuilding plan through to the next decade for over 100 LNG tankers 
after calling bids for the North Field Expansion project back home and 
sanctioning its 70%-owned Golden Pass LNG project in the US.

Embattled yard groups in the Far East now banking on an extension of 
the LNG shipbuilding bonanza from last year would welcome this 
tender with open arms. But as some analysts have argued, it’s too early 
to celebrate as Qatar Petroleum may not ultimately stick to the fleet 
building plan.

The issued tender reportedly calls for the construction of up to 80 LNG 
carriers, split evenly between firm and optional units. These vessels 
are to be delivered from 2023 in batches of 10 annually.

According to Maritime Strategies International’s senior gas shipping 
analyst David Bull, Qatar Petroleum may need closer to 65 
conventional LNG carriers each of 170,000 cu m capacity to move 
cargoes from the 32m tonnes per annum North Field Expansion 
project and its equity LNG from the 16m tonnes per annum Golden 
Pass terminal.
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A second estimate from energy and commodities 
research agency Wood Mackenzie suggested that 
Qatar Petroleum may require 75 LNGCs for 
shipments from the two mega export projects and to 
replace vessels due to be retired on its LNG fleet.

Asia Gas and LNG director Nicholas Browne said 
that this estimate included 30 LNG tankers for 
delivering cargoes from the project in Qatar to 
mixed destinations in South Asia, Southeast Asia 
and Northeast Asia plus another 15 LNG tankers if 
Golden Pass LNG shipments head to Europe.

Additionally, assuming the national oil company 
may seek to retire LNG tankers predating the first 
mega LNG trains at home, WoodMac estimates a 
need to commission about 30 more newbuildings.

But Mr Browne also said the likelihood was that 
deliveries of these replacement LNGCs would have 
to be staggered out from the late 2020s through to 
the late 2030s.

So going by MSI’s and WoodMac’s estimates, Qatar 
may fall short of meeting the scale or matching the 
timeline guided for its ambitious LNG shipbuilding 
plan.

Qatar Petroleum has reportedly indicated firm 
orders for just 40 newbuilding LNG tankers so far.

The national oil company is widely expected to to 
stick to its standard practice of marketing LNG 
cargoes with shipping as part of the deal for the two 
mega projects.

Qatar’s ability to build and maintain a fleet of LNG 
tankers to ship cargoes contracted to buyers is still 
one advantage Qatar Petroleum enjoys over rivals.  
In so doing, Mr Bull argues that Qatar Petroleum 
has moved ahead of supermajors such as 
ExxonMobil and Chevron, which have recently 
sounded the market for newbuilding LNG tankers, 
even though this may also compromise “potential 
upside” from any offtake contracts.

However, Rystad Energy’s vice-president for gas and 
renewables Carlos Torres-Diaz counter-argued that 
today’s market dynamics might not support Qatar’s 
modus operandi anybmore.

Alluding to a trend towards having no destination 
clauses for LNG offtake agreements, he said: “It will 
be to the detriment of Qatar LNG to include shipping 
in negotiation for offtake, which will then have to be 
signed on free-on-board basis to allow volumes to be 
taken where they are needed.”

Such “no destination clauses” primarily evolved with 
the emergence of US LNG as an alternative source of 
cargoes for major importers in Asia. The start-up of 
new LNG export terminals in the US has also 
bolstered liquidity and encouraged spot trades.

Poten & Partners global head of business intelligence 
Jason Feer noted that with Golden Pass LNG, both 
Qatar Petroleum and ExxonMobil as project 
partners “are not looking to presell all volumes”.

This spurs speculation of more Golden Pass volumes 
ending up on the short-term or spot market.

Mr Bull suggested that Qatar Petroleum is likely to 
“play the market” by “fixing shorter term offtake for 
cargoes from the US and seek long-term contracts 
for volumes from Qatar”.

But this also gives rise to another question – how 
may Qatar Petroleum seek to negotiate shipping to 
be included in the sales of its equity LNG cargoes 
from Golden Pass, given US LNG is commonly 
traded on fob basis these days?

The answer to that question inevitably weighs in on 
the extent Qatar may push forward with its 
ambitious fleet building and renewal plan.

Putting aside the changing state of play in global 
LNG trade, analysts generally agree Qatar 
Petroleum can still count on the cost advantage its 
North Field expansion may hold when competing for 
LNG sales against vast volumes of new LNG export 
capacity competing for offtake this year in the US, 
Russia, Mozambique and Canada.

Mr Feer remarked: “Qatar has very cheap gas and 
has freight advantages because it is closer to Asia 
than the US.

Mr Torres-Diaz said: “It is relatively not as difficult 
for Qatar to secure longer term LNG offtake because 
of its lower cost base.  Qatar’s short-run marginal 
cost is below $2 per million British thermal unit and 
transport cost for LNG from Qatar to Asia is $0.6 
mmBTU; depending on the terminal location, US 
liquefaction cost is almost $3 per mmBtu and 
transport cost from the US Gulf is $1.2 per mmBtu.”

Mr Browne said that LNG from the North Field 
Expansion project is “the cheapest of all potential 
pre-FID [final investment decision] options out 
there”.

“We calculate that LNG from the new project can be 
delivered into North Asia at $6 per mmbtu, lower 
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THE UK government will launch a public 
consultation this month on potentially expanding its 
Emissions Control Area to “the majority of UK 
waters” and thus possibly on introducing a new 0.1% 
sulphur cap limit.

The move would have implications for ports and 
vessels calling at ports in Wales, Northern Ireland as 
well as the English and Scottish west coast, possibly 
boosting demand for ultra low sulphur fuel oils and 
increasing costs for using UK ports.

“We are exploring the potential to further reduce 
emissions from the shipping industry through the 
extension of Emission Control Areas in UK waters, 
with a public consultation opening later this month,” 
a spokesperson for the Department for Transport 
told Lloyd’s List

The UK is currently part of the North Sea ECA zone, 
which effectively covers all of its east and southern 
coast.

But significant UK ports including Belfast Harbour, 
Bristol, Liverpool and Milford Haven are not 
covered by the current ECA zone.

If the UK eventually decides to extend the ECA 
zone in its waters it would take the matter to the 

International Maritime Organization to secure an 
international agreement rather than declare it 
unilaterally.

The DfT spokesperson confirmed the government 
has had “very very initial talks” with the government 
of Ireland and other neighbouring countries about 
the public consultation.

The DfT did not disclose who those other 
countries are or what the conversations have 
entailed.

When asked by Lloyd’s List if the Irish government 
has been in talks with the UK on a potential UK ECA 
expansion, a spokesperson said  Department of 
Transport, Tourism and Sport simply said the 
countries preparing for the implementation of the 
2020 sulphur cap.

“Any further reduction by way of an ECA is a matter 
which would be considered in the context of the EU 
Directive [on the sulphur content in marine fuels] 
and IMO requirements,”they said.

Over the past few years, the UK has publicly 
taken an aggressive stance against environmental 
pollution that has also targeted the maritime 
sector.

WHAT TO WATCH

UK considering national emissions 
control area extension

compared to $5.50 to $7.50 from Russia (subject to 
whether in winter and summer), $7.20 from 
Mozambique and $8 from the US.”

The consensus is also that the ongoing US-China 
trade spat can only benefit Qatar’s LNG exports.

Mr Torres-Diaz said: “US companies want to sign 
deals with Chinese buyers because China is the 
fastest-growing market; but Chinese buyers may 
prefer signing with sources outside the US, if the 
outcome of the ongoing trade talks remains 
unclear.”

That said, LNG buyers will still want to diversify 
their sources as a buffer against geopolitical tension 
in the Middle East that has threatened to trip up 
shipments from Qatar before.

Thus far, Qatar Petroleum has to contend with the 
reality of offtake contracts being pegged to shorter 
than desired contract durations and at lower prices 
as competition for LNG sales increases, with the 
market for the commodity softening drastically this 
year.

News reports in Pakistan suggested Qatar has 
voluntarily lowered its offer price in a bid to win 
another 15-year LNG deal from Pakistan.

Against this backdrop, Qatar Petroleum is expected 
to seek competitive prices from yards eager to clinch 
the LNGC orders.

“Qatar stands to get good prices if they place orders 
for 10 or more LNGCs with each selected yard 
— plus any options,” Mr Bull said.
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The UK government will also publish later this year 
a Clean Maritime Plan, which will consider among 
other things, policies to reduce GHG and other 
polluting emissions from shipping and the barriers 
for zero emission shipping.

On Thursday, the UK Committee on Climate 
Change also advised the government to target net 
zero GHG emissions by 2050 and to include 
international shipping in its official policies that 
would pursue this goal.

UN ocean chief warns shipping should aim for 
GHG emissions eradication by 2050
THE INTERNATIONAL shipping industry should 
aim to decarbonise completely by 2050 and accept 
there will be costs that need to be shouldered across 
the supply chain, according to one of the United 
Nations’ foremost leaders against climate change.

Speaking to Lloyd’s List, the UN Special Envoy for 
the Ocean Peter Thomson applauded the 
International Maritime Organization’s initial 
strategy to decarbonise shipping.

However, he warned that the industry must seek to 
eradicate its greenhouse gas emissions completely by 
2050, rather than simply meeting the minimum 50% 
cut set by the strategy.

Mr Thomson also warned that carbon tariffs should 
be considered a likely regulatory mechanism to 
achieve this goal.

“I would like to see every element of shipping in the 
world chipping in on this. And that’s easily enough 
done by some kind of tariff on every company that is 
involved in shipping.

“Why shouldn’t they all be part of the solution? They 
are all part of the problem,” he said, speaking on the 
Lloyd’s List Podcast.

International shipping has been under pressure to 
curb its emissions to protect the atmosphere and 
human health. However, Mr Thomson argues that 
insufficient attention has been paid to the harmful 
effects on the ocean.

While he believes that pollution of the ocean and 
problems around fishing will be resolved, Mr 
Thomson warned that ocean acidification, 
deoxygenation and warming will haunt the planet 
for hundreds of years to come.

This is partly due to the lack of public awareness 
surrounding these threats. And all three are directly 
tied to emissions.

“Those pernicious three are caused by one thing and 

one thing only, which is our greenhouse gas 
emissions,” he said.

“Everything, if you care about the health of the 
ocean, comes back to a dramatic, radical reduction 
of our [greenhouse gas] emissions.”

So how can shipping get to that point?

The answer, according to Mr Thomson, is investing in 
the research and development of new fuels and 
propulsion technologies, based on a concerted policy.

Such innovative technologies have to be developed 
enough by 2030 to be adopted by the global fleet in 
the 20 years thereafter.

While Mr Thomson believes the burden should not 
fall on individual companies, he does want all 
stakeholders of the industry to contribute.

The costs of research and development must be 
equally shared across the whole shipping 
community, he insisted.

“However, it is not something to talk about for too 
long. We need those resources going in now because 
2030 is going to come around very quickly,” he said.

Mr Thomson’s sense of urgency reflects his mandate: 
the UN appointed him as the first Special Envoy for 
the Ocean in September 2017 to oversee the progress 
of its development goal to conserve and sustainably 
use the oceans, seas and marine resources.

Sustainable ocean use is not limited to the 
prevention of the disintegration of the world’s 
marine environment, but also applies to the growth 
of the so-called ‘blue economy’.

In the European Union alone, the blue economy 
stands for all economic activities related to the 
oceans, seas and coasts. It accounted for 3.48 
million jobs and had a gross added value of €174bn 
($195.4bn) in 2018, according to the European 
Commission.
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Though a relatively new concept, the blue economy 
is not simply a theoretical network of policy 
aspirations.

The World Bank has a portfolio dedicated to projects 
that enhance the blue economy, including fisheries 
and marine pollution tracking. As of November 
2018, figures showed the portfolio had a value of 
around $4.1bn, with another $1.5bn in the pipeline.

Shipping is, of course, part of the blue economy, but 
it is hardly its only component. When it comes to its 
conservation and sustainable development, areas 
such as aquaculture and tourism are sometimes 
highlighted more strongly.

However, shipping is already having some impact.

In a report published earlier this year, the 
Organisation for Economic Co-operation and 
Development claimed that progress has been made 
in the “ballast water treatment in ships”.

The ballast water management convention — which 
comes into full effect in September 2019 — is meant 
to prevent the pollution of waters with foreign 
aquatic organisms.

The IMO also adopted an action plan last year to 
combat marine litter from ships and will discuss the 
measures it can take to this end.

Arguably, however, more will be demanded from the 
industry to protect the oceans and the sustainable 

development of the ocean economy will also 
naturally mean greater scrutiny for shipping — just 
as its impact on the atmosphere and human health 
have had in recent years.

The ongoing debate about the suitability of open-
loop scrubbers to meet the 2020 sulphur cap is a 
case in point. Technologies, which cannot prove 
beyond doubt that they do not harm the aquatic 
environment, are in for some tough treatment.

International shipping could also soon find itself 
bound by a whole new set of rules and regulated by 
lawmakers whose clear priority will be the health of 
the oceans and not the facilitation of international 
trade or the wellbeing of the shipping industry.

The UN is deliberating the establishment of a new 
binding legal instrument on the conservation and 
sustainable use of marine biological diversity of 
areas beyond national jurisdictions.

It is unclear at the moment exactly how this would 
have a different jurisdiction to the IMO. On the 
launch of negotiations in September last year, the 
International Chamber of Shipping warned that the 
new instrument must not interfere with the IMO’s 
work.

Considering that this instrument will likely happen 
one way or another, and the conservation of the 
ocean will be its priority, the shipping industry 
would again benefit from intensifying emissions 
reduction efforts.

OPINION

The Interview: Ye Cheng
YE CHENG, chairman of Chinese privately-owned 
logistics and energy giant Landbridge Group, is 
somewhat short in stature, with his bristly, greying 
hair and thick, ascending eyebrows giving him a 
serious demeanour.

But as soon as he starts to talk, the self-made 
businessman’s confidence, passion and cheeky wit 
are immediately apparent.

His speech at a naming ceremony this week for 
Landbridge Glory — one of the six very large crude 
carriers the Chinese company ordered at Dalian 
Shipbuilding Industry Co — made clear two core 
beliefs at the heart of his business: patriotism and 
customers as family.

Both points are important, because Landbridge, in 
his view, is “exemplary” in carrying through 
Beijing’s Belt and Road Initiative, the multi-trillion-
dollar infrastructure building programme that 
China is pushing across large parts of the world.

“To me, the BRI is in essence a project about big trade 
and big communications, in which shipping and ports 
play a crucial role,” Mr Ye tells Lloyd’s List. Born in 
Shandong province in eastern China, the 56-year-old 
speaks Mandarin with a heavy local accent.

In 1992, he invested all his savings —Yuan15,000 or 
about $2,700 using the exchange rate at the time 
— into a small local fuel station and thus began his 
business career.
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More than 15 years later, he is an established 
entrepreneur with a multi-national, diversified 
business boasting over $7.5bn in total assets, and in 
2018 was one of China’s 400 richest people as 
estimated by Forbes.

The BRI has taken the Shandong-based company 
from its privately-run refinery background into the 
maritime sector, with Mr Ye choosing to enter the 
unpredictable business of shipowning. Since 2014, 
Landbridge has built up a fleet of six VLCCs, costing 
over $530m in total, with four on the water and two 
still under construction.

Landbridge Glory is the fourth of these to be 
delivered. The ship was financed by CSIC Leasing, a 
subsidiary of state conglomerate China Shipbuilding 
Industry Corp, under a financial lease. It will be fitted 
with an exhaust gas scrubber system in Zhoushan 
before being handed over to the charterer ¬— trading 
giant Trafigura — on a three-year time charter.

The remaining two VLCCs are both scheduled for 
delivery this year and will be time-chartered out to 
BP for three years.

On ports, Mr Ye and his group are increasing 
spending.

In addition to Landbridge Port in Rizhao, 
southeastern Shandong province, which can handle 
400,000 dwt ore carriers, the company now also 
operates two facilities overseas, having won the 
tender for the 99-year lease of the Port of Darwin in 
Australia in 2015 and bought a new box terminal in 
Panama’s Margarita Island in 2016.

The takeover of Darwin port, which has drawn 
controversy from opponents, cost A$506m ($370m), 
while multi-million-dollar expansion plans are 
proceeding.

Mr Ye says his company is also considering 
exporting Australian liquefied natural gas 
produced by Westside Corp, a Brisbane-based oil 
and gas firm acquired by Landbridge in 2014, to 
China as the country’s demand for the super-
chilled fuel surges.

At the Panama Colón Container Port, Landbridge 
has pledged to invested nearly $1bn to build four 
container terminals and transform the harbour, 
situated on the Atlantic side of the Panama Canal, 
into a hub that connects China and the Americas.

The phase-one project will be fully operational by 
June 2020 with planned capacity of 2m teu. It will 
be boosted to 5m teu upon the completion of the 
phase-two project.

While China’s state-owned enterprises have been so 
far taken the lead in the BRI projects, the blistering 
pace of Landbridge’s overseas expansion underlines 
one of the company’s key advantages, according to 
Mr Ye.

“We as a privately run company are more flexible 
and faster in decision making.”

But the SOEs have their competitive edges, one of 
them being the easier access to cheap loans from big 
Chinese banks. This ability is particularly important 
for asset-heavy sectors such as shipping and ports.

Mr Ye seems assured about his company’s financial 
prowess and is ever more so after returning from the 
second Belt and Road forum held in Beijing last 
week and chaired by China’s President Xi Jinping.

“One of the seminars I attended stated clearly that 
ports are a key part of the infrastructure investment 
for BRI,” he says. “So, I believe our country and our 
financiers will continue to support us to go abroad.”

AFTER two months of steady increases in long-term 
container shipping contracted rates, the latest XSI 
Public Indices report from Xeneta shows a reversal 
of fortunes, with rates falling by 4.2%.

According to the report’s ‘crowd-sourced’ data 
– covering over 160,000 port-to-port pairings, with

110 million data points – all major trading corridors 
saw month-on-month declines, plunging the indices 
to its lowest level since June 2018.

Oslo-based ocean freight rate benchmarking and 
market analytics platform Xeneta, which produces 
the monthly XSI with data gathered from many of 

ANALYSIS

Ocean freight contract rates fall 
on all major lanes
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the world’s foremost shippers and freight forwarders, 
said its up-to-the-minute information on the rapidly 
shifting rates landscape – on long-term contracts 
“with an 80 days or more validity” – was “currently 
showing somewhat challenging terrain for those on 
the asset owner and operator side”.

“This is a real turn of events,’’ said Xeneta chief 
executive Patrik Berglund. `̀ The past two months 
have seen the industry halt a long-term rates decline 
and achieve some much needed respite, with rates 
rises of 2.5% in February and a more modest 0.5% in 
March. In that context a 4.2% fall comes as a slight 
shock to the system and will have many in the 
industry reassessing the short- to medium-term 
forecasts for their businesses.’’

He said reasons for the decline include overcapacity 
on the European trades (with Ocean Alliance 
increasing activity and new slots for a standalone 
HMM service) and continued fallout from the 
US-China trade war (where shippers initially front-
loaded cargoes to avoid additional cost) have added 
to longer term structural issues and political/
economic uncertainty.

“In short, suppliers have benefited from a market in 
flux due to trade wars, IMO, socioeconomical 
factors, like Brexit, and now the situation is turning. 
As always, uncertain waters may lie ahead for the 
contract market,”  he said.

Xeneta said April’s XSI Public Indices “shows rates 
figures firmly in the red”. European imports fell by 
4.8% (2.3% down on year end 2018), while exports 
declined by 1.9% (2.4% down for the year).

For the Far East, the import benchmark dropped by 
2.1% while exports slumped 3.6%. The company 
noted that the export figure “has now fallen by 4.5% 

since the start of the year and 9.7% between July 
2018 and April 2019, indicating a prolonged 
downward rates trend for the segment to contend 
with”.

Meanwhile, US trades “have suffered the same fate 
as their counterparts in April, derailing what was 
beginning to look like a steady upwards trajectory”. 
After two straight months of increases the export 
benchmark fell by 2% (although it remains 6.4% 
higher than year end 2018), while the import index 
dropped by 3.4%, Xeneta noted. It is now 3.2% 
down, year-on-year.

“Looking ahead it’s difficult to identify obvious 
breaks in the clouds,” said Mr Berglund. “Geopolitics 
remain stubbornly unpredictable, with on-going 
uncertainty over US-China relations, while no one 
– not even the people at the very top – appear to
have a clear view of what is happening regarding
Brexit and its consequences.”

Looking at the latest trends in ocean freight spot 
prices, the composite index of the World Container 
Index (WCI) assessed by Drewry, increased 2.7% or 
$37 over the past week to reach $1,379 per 40ft 
container, although it remains down 3%, year on 
year.

Freight rates on Shanghai-Rotterdam increased 
$146 or 11% and stood at $1464 for a 40ft container, 
but remain down 2%, year on year. Rates on 
Rotterdam-New York grew $37 to $2,339 per feu.

On the transpacific, freight rates from Shanghai to 
Los Angeles inched up $6 to $1,548 for 40ft box, but 
remain up 5%, year on year.

Drewry said it “expects that the rates will struggle to 
rise further”.

Is there a doctor on board?
HAVING a doctor on board a commercial vessel 
while traversing the vast oceans may be a rarity.

Any manner of medical attention may therefore 
require a deviation to the nearest port or in more 
serious circumstances, an evacuation, although only 
5% of the world’s oceans are accessible by helicopter, 
according to Dutch company MedAssist.online.

This can add to costs and in all likelihood increase 
insurance premiums.

International regulations concerning health and 
welfare of seafarers state that a doctor must be 
present on any ship carrying more than 100 people. 
Since commercial vessels have fewer seafarers on 
board than that on any given voyage, there is no 
doctor, although a crew member is required to at 
least have first aid training.

MedAssist.online — founded in 2015 — provides an 
online tutorial for ships and their crew. It has a 
step-by-guide for 18 basic yet vital medical 
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procedures such as stitching up wounds, applying 
bandages, or setting up a drip. An internet 
connection is not needed.

The company, which was co-founded by a medical 
practitioner and a ship information technology 
specialist, was borne out of requests by seafarers for 
an application on their phones or laptop device for 
quick references, allowing the crew to be more 
confident in being able to react in a medical 
emergency when there is no doctor around.

One of the founders is medical advisor to KNRM, a 
Dutch foundation that provides a radio medical 
service. It operates on behalf of the Dutch Coast 
Guard, answering 800 to 900 medical calls from out 
at sea per year.

Of all medical cases at sea, 28% concern injuries 
such as a fracture or bleeding, while the rest involve 
general practitioner-type issues such as heart, 
abdominal, kidney or lung disease, said the 
company’s strategy and business development 
manager Remko Huigen.

“The benefits of using our digital solutions is to 
provide the best medical care possible and to avoid 
deviations and evacuations,” he said, which can be 
costly. “The application helps by teaching the 
responsible officer the required skills in real time.”

According to the European Maritime Safety Agency, 
€1bn ($1.13bn) per year is spent on ship deviations 
for medical care in the region.

The Dutch fleet, comprising 1,000 vessels, can save 
up to €4.3m annually by using the system, Mr 

Huigen said, citing acknowledgment of the 
calculations by Royal Association of Dutch 
Shipowners KVNR.

The system was developed with end-users at sister 
company ECMT, or Emergency Control Maritime 
Training. It provides training to 400 to 600 
seafarers a year.

A more advanced version of the application enables 
heart-monitoring much like in a hospital.

The next stage of development will be to provide a 
virtual doctor through “augmented reality” using 
satellites. It is in the final stages of being built and 
tested.

“We are excited about this,” said Mr Huigen, who is 
based in Rotterdam. “There has been a lot of interest 
from current customers and prospects, even for 
non-medical use.”

The company now has about 20 customers. Its 
founding client was Stena Line, which operates 
between the Netherlands and the UK.

Other clients include dredging and offshore wind 
companies Van Oord and Boskalis and maritime 
support provider Acta Marine. Multipurpose and 
bulk carrier operators such as Spliethoff, 
Seatrade and Ugland are also customers. 
MedAssist.online is also targeting tanker 
companies for its services.

The Rotterdam Pilots are also users of the system, 
which complies with international standards for 
medical care at sea.

MEDIUM range tanker benchmarks have dropped 
somewhat in the Atlantic Basin, but the picture for 
the immediate outlook shows firmer fundamental 
support for rates over the next several months.

The ratio between the demand for MR tankers and 
the number of live and trading tankers is moving 
higher, indicating a tighter supply of ships. This 
ratio, shown below, measures the relationship 
between the number of ships trading on the water 
and the laden tonne-mile demand for the vessels.

When it moves up, it puts upwards pressure on 
the spot market, which in turn is later reflected 
in the term charter and forward freight 
agreement markets, and into the asset values of 
the ships.

When looking at the demand for ships, it is 
important to understand the distance a cargo 
travels as well as the total weight of the cargo 
moved. The two combined give a good measure of 
rate strength.

MARKETS

Medium range tankers enjoy 
firm demand outlook
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The number of live ships on the water excludes ships 
that have been delivered but are not trading, and 
also ships that are awaiting demolition, but no 
longer trading. The demand is shown by the real 
time movement of cargoes and the distance 
travelled.

The tables below show the trend in activity for MR 
tankers. The left-hand side of each table shows the 
changes in export demand over the first quarter of 
2019, while the grey side of the chart gives us a look 
back at the change over the full year of 2018. Tonne-
mile demand for MR tankers has increased, but the 
narrative is no longer around export growth from 
the refinery hub in the US Gulf region.

Exports from Southeast Asia, northwest Europe, 
and the Far East have all increased. Delays in the 
key US export region (Gulf of Mexico) led to a 
slowdown in tonne-mile demand, but the overall 
picture was positive.

The nature of export increases is encouraging 
because it is distributed across a wide number of 
locations. This is a buoyant sign for the year 
ahead because it indicates the demand for clean 
product remains high. The export patterns are 
less dependent on one supply hub. This will vary 
the decisions each owner makes for ballast leg 
choices.

The choice to seek an open position in one location 
based on trends is less clear cut. So not only is 
demand rising, but we may see more periods of tight 
tonnage for long periods, across a wider number of 
load locations.

The spot market will always fluctuate depending on 
local supply constraints, but the tone of the market 
appears to be firm in the short term. The dynamic to 
watch over the next several weeks and months in the 
delivery of new ships and the removal of older units, 
and the effect on the total fleet size.

IN OTHER NEWS
GIC buys 10% stake in MSC’s terminal 
operating unit
SINGAPORE sovereign wealth 
fund GIC has acquired a 10% 
interest in Mediterranean 
Shipping Co’s container terminal 
arm Terminal Investment Ltd from 
Global Infrastructure Partners and 
other existing co-investors for an 
undisclosed sum.

GIP invested in TIL in 2013 when 
it bought a 35% interest for 
$1.9bn, and had been expected to 
start selling its stake around now 
after six years as a shareholder.

TIL, the sixth-largest container 
terminal operator in the world, has 
a globally diversified portfolio that 
handles the container volumes of 
MSC, the world’s second-largest 
container shipping line, and other 
third parties including Maersk, 
which is MSC’s 2M shipping 
alliance partner, GIC said in a 
press release.

Maersk invests in digital freight 
forwarder
MAERSK Growth, the investment 
division of the Danish container 
shipping giant, has joined venture 

capital investor Rider Global in a 
$30m funding round for digital 
freight forwarder FreightHub.

Existing backers Northzone, 
Global Founders Capital and 
Cherry Ventures also took part in 
the latest fund raising.

Maersk Growth partner Jeppe 
Høier said FreightHub had 
promising technology within the 
digital freight forwarder 
segment.

Sembcorp Marine battles intense 
competition alongside slow activity in 
offshore sector
INTENSE competition and 
continued slow activity in the 
offshore sector is weighing on 
Singapore’s Sembcorp Marine, 
although it is making up for this 
somewhat with more work from 
the repair and upgrades 
segment.

In a press release outlining its 
first quarter results, Sembmarine 
president and chief executive 
officer Wong Weng Sun noted 
that while global capex spend for 
offshore exploration and 

production continued to improve, 
“time and effort are required for 
co-development with prospective 
customers prior to securing new 
orders”, while alluding to the 
difficult market conditions in the 
sector by adding that 
“competition remains intense”.

Sembmarine is seeing increasing 
enquiries and tenders for 
offshore production units, 
innovative engineering solutions 
and projects related to the gas 
value chain, he added.

Mr Wong did acknowledge, 
however, that the offshore 
production segment in particular 
was seeing more expenditure, 
with improved rates for rigs and 
higher utilisation in some drilling 
segments.

DSME sells ex-Vantage drill ship      
for $350m
DAEWOO Shipbuilding & Marine 
Engineering is to recoup 
Won410bn ($350m) by selling a 
stranded drillship to Northern 
Drilling, a rig investment outfit 
controlled by billionaire tycoon 
John Fredriksen.
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The South Korean builder did not 
name the original owner, but 
Northern Drilling said the vessel 
was called Cobalt Explorer, 
which was ordered by New 
York-listed Vantage Drilling in 
2013 and subsequently 
cancelled in 2015.

DSME said the cancellation was 
down to the financial troubles of 
the owner. The builder disclosed 
in an earlier exchange filing that 
the terminated contract for the 
drill ship was worth 
Won703.4bn.

Samsung Heavy wins another LNG 
carrier order
SOUTH KOREA’s Samsung Heavy 
Industries has secured a 
Won221.6bn ($190m) order to 

build one liquefied natural gas 
carrier.

The Seoul-listed shipbuilder said 
in a release that the buyer was an 
Oceania shipowner, without 
elaborating further. Delivery is 
scheduled for March 2022.

Including the latest contract, SHI 
has won orders for eight LNG 
carriers and one floating 
production, storage and 
offloading vessel so far this year.

Oakland fights to hold back rising tide
THE port of Oakland has been 
cited in a study on rising sea 
levels as part of an area that 
remains subject to liquefaction 
and rising groundwater levels. It 
is in an area in which “every 

place type is at risk”, according to 
a report issued by the San 
Francisco Estuary Institute and 
SPUR, a San Francisco urban 
planning research centre.

Called the San Francisco Bay 
Shoreline Adaptation Atlas, the 
report proposes to mitigate rising 
sea levels in the Bay Area as a 
whole through the use of what it 
calls “operational landscape 
units” or OLUs.

The report defines OLUs as 
“connected geographic areas 
sharing certain physical 
characteristics that would benefit 
from being managed as a unit to 
provide particular desired 
ecosystem functions and 
services”.

For classified notices please view the next page.
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