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Shipping security tightens as 
investigations probe Iran links 
to tanker attacks

LLOYD’S REGISTER HAS surveyed damage sustained by two of the 
four tankers alleged to have been “sabotaged” in waters off Fujairah 
at the weekend, as Norway upgraded security warnings for its 
vessels visiting ports in the Middle East region.

According to an unidentified US official in Washington cited by the 
Associated Press news agency, initial assessments showed Iran may 
be behind the attacks on four vessels, including the Norwegian-
flagged product tanker Andrea Victory, two Saudi-owned tankers 
and an Emirati bunker tanker.

The 2005-built Andreas Victory, classed by Lloyd’s Register, 
sustained “hull damage in the way of the aft peak tanker” ship 
manager Thome Ship Management said.

As US allies in the Middle East condemned the attack, Iran-backed 
Yemeni Houthi rebels added to geopolitical tension by using drones 
to attack two pumping stations along an east-west pipeline that 
connects oilfields in Saudi Arabia to the port of Jeddah in the Red 
Sea. The pipeline can potentially bypass of the Strait of Hormuz, a 
key artery for shipping crude from the Middle East Gulf.

No group has yet claimed responsibility for the damage to the 
tankers, which included the Bahri-owned very large crude carrier 
Amjad, also classed by Lloyd’s Register, and aframax product tanker 
Al Marzoqah, as well as the United Arab Emirates-flagged, 6,711 
dwt bunkering tanker A.Michel.
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Norway’s maritime authority and foreign affairs 
office were unable to expand on already scant 
details, as photographs emerged confirming initial 
reports that little damage was done.

“We are in the process of assessing the situation in 
close consultation with Emirati authorities, it’s too 
early to say what caused the damage,” Per 
Bardalen Wiggen, senior adviser for the 
Norwegian Ministry of Foreign Affairs, told 
Lloyd’s List.

He said Norway could not comment on US claims 
Iran was involved, nor whether the Norwegian 
government deemed the event as an act of 
terrorism.

The Norwegian Maritime Authority, which runs 
the Norwegian International Register, cited 
regional political and security sensitivities for the 
information vacuum, and said the classification 
society would be investigating the incident in line 
with normal procedures.

“We don’t know yet what’s happened or why it’s 
happened,” said spokesman Dag Inge Aarhus. 
“There’s information that we have, and other 
officials have, but during this security situation it’s 
not information that we can come out with.”

He added: “We are closely talking to the ship and 
the company behind the ship, there are things we 
can’t go public with at the moment.”

Military-level training and precision was needed 
to attack four ships at once, according to Michael 
Frodl, a Washington DC-based maritime security 
and intelligence consultant who runs C-Level 
Maritime Risks.

He said a limpet mine may have been used on the 
vessels, or a remote-controlled underwater drone.

“If the Iranian Revolutionary Guard is found to be the 
cause, or some unit of it, [there is a] query as to the 
legal impacts on insurance contracts, now that the US 
government has officially designated the 
revolutionary guards as a terrorist organization,’’ said 
Mr Frodl. “This could impact coverage and pay-outs.”

The Saudi, Kuwaiti and UAE governments have all 
condemned the attacks. Fujairah is a major world 
bunkering hub, and where around 100 vessels are 
often at anchor or in the vicinity at any one time.

An estimated 16.8m barrels per day of crude is 
shipped through the Strait of Hormuz, according 
to Lloyd’s List Intelligence.

Lloyd’s Register confirmed it had attended Andrea 
Victory and Amjad to survey damage, ensure the 
vessels’ safety and recommend repairs, but it did 
not elaborate further on any findings.

The Norwegian Maritime Authority said it was not 
conducting its own review, but was leaving it to 
the classification society.

US sanctions paralyse Iran oil exports
VESSEL tracking shows no cargoes loading and 
sailing this month amid tactics to limit visible 
shipments.

Iran’s oil exports have been paralysed by stricter US 
sanctions this month, with vessel-tracking showing 
no cargoes have loaded and sailed from the Middle 
East Gulf.

The US ended temporary waivers on May 2 that 
allowed eight countries, including China and India, 
to maintain limited imports of Iranian crude.

The US administration said the stated aim was to 
reduce Iran imports to zero.

Since the month began, four very large crude 
carriers and one suezmax tanker were tracked to 
waters off Iran.

They are now either loading or waiting to load 
cargoes, according to Lloyd’s List Intelligence.

The five ships are owned by the National Iranian 
Tanker Co; all have turned their automatic 
identification system transponders off between May 
6 and 12.

The so-called practice of ‘going dark’ while in 
Iranian waters obfuscates vessel movements, 
making it harder to monitor activity. These 
practices, along with clandestine ship-to-ship 
transfers, are believed to have ramped up this 
month to avoid scrutiny.

Iranian crude and condensate exports have already 
plunged by more than half the levels seen before the 
US re-imposed sanctions on the country’s oil and 
petrochemical sector in November.
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A PROPOSAL by shipping’s largest lobbying 
associations to introduce bunker licensing schemes 
globally has divided opinion at the International 
Maritime Organization.

The Marine Environment Protection Committee, 
the IMO’s supreme environment decision maker 
meeting in London this week, agreed to consider 
including bunker licensing schemes as part of the 
guidelines it is developing for the 2020 sulphur 
cap, but it refused to make it a mandatory 
measure.

Mandatory bunker licensing schemes, which 
Singapore already operates and the port of 
Rotterdam is currently developing, were first 
proposed last year by various lobby groups and 
some countries but the idea was deferred by the 
IMO’s safety committee to the environmental 
committee.

Industry associations came out en masse ahead of 
the MEPC in favour of the scheme, which is meant 
to help guarantee the quality of bunker fuels and 
the integrity of the bunker supply chain, 
particularly with the 2020 sulphur cap coming in 
and the new untested compliant fuels it will prop 
up.

Early interventions from governments were 
negative, with one country claiming it was “too 
early” for the measure and another referring to the 
administrative burden it would create, leading the 
MEPC chair to suggest the proposal is kept “in 
abeyance”.

At that point, the International Chamber of 
Shipping expressed its disappointment in the 
reaction to the proposal, arguing that it addressed 
a critical safety matter.

One country then suggested sending the proposal 
to IMO sub-committee for pollution and 
prevention response, which meets early next year, 
for further work.

While a number countries agreed with this 
approach, others questioned the point of further 
deferring the discussion and urged the issue to be 
resolved this week.

The committee ultimately took the second route 
and agreed that its working group focusing on the 
2020 sulphur cap would deliberate the scheme, but 
only as to whether it will include the proposed 
template for bunker licensing schemes in its 2020 
sulphur cap guidelines.

WHAT TO WATCH

IMO balks at mandatory bunker 
licensing schemes

Last month, Iranian exports were measured at some 
1m barrels per day, Lloyd’s List Intelligence data 
shows. That compares with two years ago when 
monthly exports in April totalled 2.35m barrels per 
day.

The dramatic slide in shipments seen leaving Iran 
this month is unprecedented and underscores that 
steps are being taken to evade tracking.

The subterfuge comes amid increased maritime 
security in the Strait of Hormuz and escalating 
tension between Iran and US allies in the Middle 
East including Saudi Arabia, Kuwait and the United 
Arab Emirates.

With commercial tankers subject to harsh US 
penalties if they ship Iranian oil, exports are mostly 
limited to the NITC-owned fleet of 67 vessels, which 
includes 36 very large crude carriers and eight 
suezmax tankers.

The NITC tankers are turning their AIS 
transponders that transmit their location and depth 
in the water off when loading, and also for 
protracted periods during voyages.

Vessels have also been observed via satellite imagery 
conducting ship-to-ship transfers in waters off 
Malacca on to older tankers linked to Shanghai-
based Kunlun Holding Co when AIS signals were not 
transmitting.

It is estimated that about 300,000 bpd of Iranian 
crudes remain uncounted, excluding opacity from 
cargo-tracking, which can hide shipments for 
lengthy periods.

The Organisation of the Petroleum Exporting 
Countries said in its monthly report yesterday that 
Iranian crude production in April was at 2.55m bpd, 
down from 2.7m bpd in the prior month. In 2017 
Iran’s production was 3.8m bpd.

Lloyd’s List | Daily Briefing Wednesday 15th May



Page 4

While this scenario looks unlikely given the 
reluctance during negotiations, the MEPC 
could, at the end of the week, theoretically still 

instruct one of its subcommittees to begin 
exploring how the the scheme could become 
mandatory.

Dynamic pricing could save box shipping 
from a ‘Ryanair’ future
BOX carriers need to look for new ways of gaining 
revenue if they are to be able to fund the green 
revolution that the shipping industry faces in the 
future.

Lancaster Analytics chief scientist John Lancaster 
said the past 10 years had been a shakeout period for 
container shipping.

“We saw this in the airline industry and a lot of other 
industries,” he told the Global Liner Shipping 
conference in Hamburg,  “They grow into new 
markets as cash keeps coming in and no one looks 
back. Then we spend a decade or so cutting costs. 
But this hits the law of diminishing returns. At the 
end you can keep cutting costs but it won’t help you.”

With falling yields and lower profits, the response 
had been poor service. At the same time, customers 
and the wider society were calling for greener 
shipping, but this would be difficult to make money 
from. But the alternative to going green and offering 
better services was to go down the low-cost route.

“How many container lines want to be the Ryanair 
of shipping?” Mr Lancaster asked.

The market was not getting any bigger, and lowering 
prices will not make it any bigger, so carriers needed 
to look for other solutions to raising revenues.

One place where container shipping could move 
forward was with dynamic pricing, said Mr 
Lancaster.

“The way pricing is done rates as medieval,” he said. 
“Carriers say what the rate is, and might discount 
certain tiers, but customers are not being 
segmented.”

While some customers would not ship at the given 
rate, others would willingly pay more to secure 
carriage.

“Carriers need to find which customers want 
different services and which will be willing to pay 
more,” Mr Lancaster said. “And for those that can’t 
pay at today’s rates, it may be possible to offer a 
degraded service to them that they can afford.”

Some customers might be willing to be rolled, or 
wait a few months, or simply have a guarantee that 
their goods would be delivered in a three-week time 
frame.

“There are many things that can be leveraged,” Mr 
Lancaster said. “You have to understand the people 
that you are selling to, and you have to segment 
them and know what they want. You then design 
products that will serve the people that want to pay 
more.”

Quality carrier services require 
customer commitment
WHILE box shipping needs to improve its service 
record if it is to survive and prosper following the 
latest round of consolidation, it needs its customers 
to play their part in helping it change the way it does 
business.

“Our industry has always been very good at shooting 
itself in the foot,” said Hapag-Lloyd chief operating 
officer Anthony Firmin. “We believe this will change 
in the future and the successful lines will be those 
that can adapt to what customers want.”

While that suggestion sounded simple, it was very 
different to what carriers had been doing in the past.

“Up to the crisis, the industry focused on unit costs,” 
Mr Firmin told the Global Liner Shipping conference 
in Hamburg. “The bigger the ship, the lower the unit 
cost. All one needed to do was build bigger ships and 
by lowering the price, gain market share. The only 
problem was that everyone was doing the same 
thing.”

The financial crisis led to a blip in demand that 
caused a “perfect storm” for carriers.

“After the crisis, industry players continued to 
neglect customers because they were fighting for 
survival, again by beating prices down and reducing 
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costs,” he said. “After the big wave of consolidation 
and the reshuffle of alliances, which led to some of 
the lines being able to survive, we are still not as 
profitable as we need to be to sustain this business.”

With the benefits of scale now reaching the point of 
diminishing returns, size was no longer the name of 
the game, he said.

“Now the game is differentiation.”

For Hapag-Lloyd, this means putting the focus back 
on the customer by differentiating through quality.

“We’ve had to find out whether customers are 
prepared to pay for this type of quality,” Mr Firmin 
said. “There’s no point investing if the customer isn’t 
going to pay for it.”

Carriers need to have a responsive service, timely 
and accurate documentation, reliable transport and 
quick exception management, he added.

“This business will always be subject to disturbances 
but we need to be able to sort them out in a 
reasonable time frame to keep our customers happy.”

The most important service, howver, was reliable, 
on-time transport.

But to achieve this would require customers to work 
with carriers.

“Supply chain inefficiencies create costs and 
problems for carriers and shippers,” Mr Firmin said. 
“We can commit ourselves to providing space, 
high-quality documentation and good customer 
service, as long as we’re making enough money to do 
all that.

“But we need the customers to pay fair as well. The 
most important is booking discipline and committed 
cargo.”

Not all customers shipped all the cargo they booked, 
Mr Firmin said.

“When it comes to the peak season, customers 
decide if it at a good rate or not,” he said. “If not, 
they go onto the spot market.”

The effect of this was to give customers a free option 
whereby they can lock into prices and volumes for 
zero cost, but not have to commit if prices favoured 
the spot market

“If we are to provide a quality service, we need our 
customers to work with us,” Mr Firmin said.

China’s trade conditions seen as 
worsening in the second half
GENERAL trade sentiment in reaction to the latest 
escalation in trade tensions between the US and 
China is that conditions will weaken in the near 
term and the blip in export numbers seen in March 
was a seasonal anomaly.

According to Daiwa Capital Markets, trade is likely to 
turn weak in the second half of the year. “We expect 
trade into and out of China to be under pressure in 
the near term, especially given the high base in 2H18 
from the effect of front-loading. As a result, monthly 
data for shipping, logistics and port companies are 
likely to be impacted,” said director and head of HK/
China Transportation Research Kelvin Lau.

SeaIntelligence’s Asia director Andy Lane said: 
“While China’s export growth did climb 14.2% year 
on year in March, we note that the recovery was due 
largely to seasonal factors as businesses resumed 
post-lunar new year holidays.”

Following on from this, analysts also see China 
turning even further inwards while prolonged 

tensions will increase the outflow of manufacturing 
operations from China.

Mr Lau said: “Unless the China government is ready 
to compromise soon, we believe it will become 
increasingly crucial for the China government to 
support the economy by pushing domestic 
consumption stimulus measures.” He added that 
increased spending on capital goods and other fixed 
asset investments might counter the trade war’s 
negative effects.

Container lines have been quietly realigning services 
towards intra-Asia and other trades as transpacific 
volumes slid in the first quarter. Orient Overseas 
Container Line, now a Cosco Shipping unit and one 
of the leading players in the trade saw first quarter 
volumes slide 4% to 441,184 teu.

Meanwhile Japan’s ONE in April boosted its Pacific 
Northwest service with an additional call at 
Haiphong in Vietnam to give better direct service to 
Canada’s northwest ports.
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APL rejigged its Japan to Southeast Asia service to 
take in more ports in south China as well as extend 
coverage to the Philippines. On its South China-Loop 

3 service, meanwhile, it has also included Haiphong 
in a service primarily meant to serve the south China 
to US west coast direct market.

Poor liner reliability opens a window of 
opportunity for those who get it right
GLOBAL schedule reliability in the container 
shipping leaves a lot to be desired. However, such 
dire service levels could provide a unique business 
opportunity for carriers if they step up to the 
mark.

SeaIntelligence chief executive Allan Murphy 
painted a bleak picture of the current status quo of 
carrier service levels with late vessel arrivals 
seemingly the norm.

Last year was the worst year on record in terms of 
schedule reliability since SeaIntelligence started 

collecting eight years ago, with 75% of services 
offered by the top 15 carriers arriving more than a 
day later than their scheduled arrival time.

But Mr Murphy said that this left open a window 
for a premium service for an existing or new 
carrier to fill the void.

While it is near impossible for a carrier to go it 
alone on the major trades, he said there was a 
“huge opportunity for an alliance that can go and 
try to be the top performer among the global top 
15”.

ANALYSIS

Container shipping faces wave of disruption
THE advent of containerisation more than 50 years 
ago transformed the shipping industry, offering 
low-cost transportation never thought possible, but 
is the industry on the verge of a second wave of 
disruption?

The emergence of digitalisation, big data and the 
internet of things is forcing the industry to rethink 
everything once more, according to Wigbert Bohn, 
expert partner at consultancy McKinsey.

Looking into his crystal ball to how the liner 
industry will look 50 years from now he said it is 
clear that new technology and its application will 
shape the future.

The only question will be to what extent outside 
players, or so-called digital attackers, will be able to 
“extract elements from the existing customer 
relationship for carriers”, he said.

Beyond this disruption, Mr Bohn said that he 
expects the industry to grow “two to five times its 
current size in real terms over the next 50 years”.

However, he added that the level of growth will 
hinge on numerous factors including geopolitical 
stability, the extent of manufacturing shifts but also 
the rise to prominence of India and how it develops 
in the decades to come.

From an optimistic standpoint, he said growth in 
container volumes will remain moderate over the 
next 50 years at a compound annual growth rate of 
about 3%.

The less optimistic view is for growth in the region of 
1.8% if indeed India fails to live up to expectations.

Although he admitted that looking ahead 50 years is 
a challenge for any industry, he also said that 
autonomous ships will also certainly become the 
norm, while “floating drone-like containers” too 
could also be plying trades.

He also gave a warning however to short haul inter-
regional traffic, which he believes will decrease 
significantly as global incomes converge and the use 
of automation and robotics rises.

For container shipping elite, or the Maersk’s, CMA 
CGM’s and Cosco’s of this world, he gave a brighter 
outlook.

Owning the physical assets, or ships, that serve the 
industry puts them at a distinct advantage, said Mr 
Bohn.

This will ensure that the existing incumbents will 
remain the major players for the foreseeable future 
and beyond, he concluded.
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With shippers increasingly frustrated by 
unreliable vessel loops and strings and concerns 
growing louder, the promise of a service they can 
trust will no doubt be appealing.

“So far, there has been no alliance that has 
taken the lead,” Mr Murphy told the Global 

Liner Shipping Conference in Hamburg.

“2M over the last year has been the best of the 
three alliances in terms of schedule reliability,” he 
said. “But before that, in the previous year in 2017, 
it was the Ocean Alliance, so it has by no means 
been consistent.”

Time to put ‘scrapping’ on the scrap heap?
SCRAPPING is a term long associated with ship 
demolition, but is it time this term too becomes 
obsolete?

Speaking on the sidelines of the Global Liner 
Shipping conference in Hamburg, Elin Beate 
Saltkjel, head of QA at Grieg Green, which promotes 
sustainable ship recycling, is campaigning for an 
end to ‘scrapping’, or the word at least.

“When people hear the phrase of a vessel being 
scrapped most people think about a rusty old ship 
lying on a beach,” she told Lloyd’s List.

“This is the image that is immediately brought into 
people’s heads.”

Such imagery, she said, is undermining the good 
work being done by those acting responsibly in ship 
demolition. Therefore, she believes that ‘recycling’ 
should be the word used to describe the 
dismantlement of ships going forward, as it is not 
always a “bad thing”.

Ms Beate Saltkjel earlier told delegates how the 
media too has a part to play.

She highlighted how a recent media report 
commenting on the first vessel sent to the first 
EU-approved recycling facility in Turkey, which 
focused on a shipping company losing money upon 
choosing a more environmentally friendly option 
instead of using a less reputable yard.

“In local reports there were also pictures of the 
vessel coming in and the headline stated that the 
vessel was being rammed onto the beach, whereas in 
reality it was only being raised into the yard,” she 
said.

Ms Beate Saltkjel said facilities such as these are 
actually doing it in the “green way and following 
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regulations”, but these kinds of narratives give off 
negative connotations and only reinstates the 
negative image of ship recycling.

Ms Beate Saltkjel did however express positivity to 
how the EU directive and its listing of compliant 
yards is beginning to drive change in recycling 
standards, following on from the foundations of the 
Hong Kong Convention.

In Alang, India, where yards have long been 
subject to scrutiny for its environmental and safety 
practices, she said new regulations are forcing 
facilities to act and standards are slowly 
improving.

She also raised how the EU directive could be used 
as an opportunity to control the reuse of ship 
materials in Alang. With nearly everything from a 
ship reused, by tracking waste disposal the EU 
would be able to monitor misuse and ensure 
hazardous materials do not end up in the wrong 
hands.

“They are also helping beyond the yard by requiring 
downstream waste handling documentation and 
sufficient available healthcare.”

“We were surprised nonetheless that when we went 
to India how many yards have a certificate of Hong 
Kong Convention compliance,” she said.

“This certificate says you have all the requirements 
laid out by the HKC with all the systems in place, but 
it doesn’t really say you’re practicing it.”

Eliminating the use of the word scrapping in 
recycling discourse and industry circles would go a 
long way in removing the stigma of ship disposal, 
she explained, adding that those trying to break up 
ships in a so-called ‘greener way’ should be 
championed rather than hung out to dry.
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Box shipping faces rocky road to equilibrium
CONTAINER shipping faces rocky years ahead as it 
continues to adjust to a structural change that has 
been going on since the financial crisis, according to 
Maritime Strategies International analyst Daniel 
Richards.

“The financial crisis marked the end of an era in 
post-1990s growth that was spurred by China’s entry 
into the World Trade Organisation,” Mr Richards 
told the Global Liner Shipping conference in 
Hamburg. “This helped push an outsourcing boom 
that saw a rise in exporting manufactured goods 
from China.”

But the trend towards outsourcing, which over the 
past decades has boosted teu-miles, had run its 
course, and in the future this will have an effect on 
the mainlane trades.

Mr Richards said 2019 “is going to be challenging”.

“The industry has undergone a structural change over 
recent years,” he said. “We do not think it is doomed, 
but growth will be slower and more erratic, and will 
be quite dependent on the overall global economic 
growth, depending on where we are in the cycle.”

In the short term, that would mean more volatility.

“We have got Donald Trump and his trade wars, and 
there are questions about the European Union 
economies,” Mr Richards said. “But the big picture is 
that we will have slow but positive growth on the 
mainlane trades.”

A threatened further tranche of tariffs on the 
remaining US imports from China, which includes a 
large amount of containerised consumer goods, 
could lead to another front-loading episode on the 
transpacific this year, but while it remained hard to 
tell what the full impact would be, the transpacific 
was likely to have negative growth this year.

“On the transpacific, a shift in demand from China 
to South and Southeast Asia could partially offset 
the slowdown by increasing teu-miles, but it won’t 
make a difference to total volumes on the trade,” Mr 
Richards said.

But importantly, growth on the non-mainlane 
trades, which is needed to balance the slowdown on 
the mainlane trades, is still slowing.

“These trades are not performing and this 
needs reversing if carriers are going to keep the 
fleet utilised,” Mr Richards said. “Non-mainlane 
trades should see growth over the next few years, 
but this will be needed if carriers continue to 
cascade ships off the mainlane trades onto the 
minor trades.”

Meanwhile, on the supply side, the story was more 
positive.

“The fleet is well-balanced, with no yawning gaps 
between operators. During 2017-2018, we saw no 
run-up in ordering, which we would usually expect 
during a recovery period.”

MSI expects this sentiment to broadly hold, with 
no large orders expected that would upset the 
balance.

“New technologies will drive the next round of 
orders, but until then the orderbook should continue 
to shrink as a percentage of the total fleet,” Mr 
Richards said. “For now, carriers appear more 
interested in deploying their capital on services than 
on increasing their fleet size.”

One positive consequence of this was that volatility 
had come out of rates.

“Rates should continue to rise, but slowly,” Mr 
Richards said.

Are coal trades facing the blues?
COULD global coal trades be facing the blues this 
year? The views are mixed.

Some market participants see strength in uptake 
from India offsetting perceived weakness in China, 

while others expect growth from China, although at 
a slower pace compared to last year’s levels.

In the first quarter, China’s imports of coking coal 
rose 37% to 16m tonnes compared with the 

MARKETS
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year-earlier period, according to Banchero Costa. 
But steam coal and lignite imports slid 9% to 58m 
tonnes over the same period.

Coking or metallurgical coal is used in steel-making, 
while steam or thermal coal is used in power 
generation.

In its base case scenario, shipping association 
BIMCO expects China’s overall coal imports to grow 
this year, although at a slower pace than in 2018. 
Imports in April were higher than in the same 
month over the previous two years, its data showed.

However, Maritime Strategies International is more 
bearish on China’s appetite for imports based on 
Beijing’s desire to spur domestic mining.

A recent drop in coal prices also signalled softening 
demand, said MSI’s senior analyst Will Fray.

“We expect a decline in China’s imports this year, of 
about 5%, equating to some 13m tonnes,” he said. 
China imported 281m tonnes in 2018.

The weakness from China was being offset by 
stronger imports into India, however, with volumes 
from Indonesia and Australia supporting Pacific 
trades, according to Mr Fray.

Howe Robinson noted the firmer volumes into India, 
expecting that the country might well overtake 
China as the largest importer by the end of the year 
if the current levels continued.

It said in a note that India received 61m tonnes in 
the first quarter, up 20% year on year. Imports in 
March totalled 23.5m tonnes, a monthly record.

Most of the shipments, 35m tonnes, emanated from 
Indonesia, mainly on capesizes, as charterers took 
advantage of the lower freight rate, to the detriment 
of supramax demand, the brokerage said.

Thermal coal imports from South Africa, 
meanwhile, rose 1m tonnes to 9m tonnes, with a 
larger share (57%) carried on panamaxes instead of 
capesizes, according to the brokerage, while 
metallurgical coal volumes from Australia dropped 
1.3m tonnes to 10.4m tonnes as steel production was 
largely flat.

A European owner said he was positive about 
the larger bulkers due to India’s coal pull, which in 
the short term was aiding capesizes. This was 
being reflected in the forward curve, with the 

fourth quarter assessed at about $18,000 per day, 
he said.

The average weighted capesize time charter on the 
Baltic Exchange was at $11,856 per day at the close 
on Monday.

Other supplies fall
A number of coal suppliers were producing lower 
volumes.

Brazil’s mining giant Vale produced 2.2m tonnes 
of coal in the first quarter, 9% lower than the 
same period in 2018. Its output, which mainly 
comes from its Moatize operations in Mozambique, 
were impacted by “extremely severe rains 
throughout the quarter”, it said in a recent 
production report.

Doyle Trading Consultants said it expected US 
exports to drop by 6.6% to 98m tonnes this year, 
mainly as a result of lower thermal coal volumes as 
US producers “adjust their sales portfolio” from 
western Europe to the Mediterranean and Asian 
destinations.

“Low natural gas prices in Europe and growing 
demand elsewhere have prompted this change,” said 
US-based DTC, a unit of Informa.

It said that two major US miners — Foresight and 
Alliance Resource Partners — have lowered their 
export guidance for their production from the 
Illinois Basin, while exporters who rely on barge 
transportation have recently been affected by delays 
causing by flooding, making it difficult to catch up 
on volumes in the second half of the year.

In addition, some exporters of US coal from west 
coast ports have seen a decline in the first quarter 
due to weaker markets or mechanical issues at their 
mines, DTC said in an email.

A truckers’ strike in Mongolia knocking overland 
supplies could help the seaborne market for coal into 
China in the short term, it said, although it was 
cautious on expectations for India’s demand due to 
softening economic growth in that country.

An analyst with a charterer said the coal market was 
currently oversupplied, with both China and Europe 
having very little appetite.

Unless there was a very hot summer in China, which 
would spur demand for thermal coal, the outlook 
would remain bleak.
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Dry bulk shipping safe from 
Chinese tariffs for now
CHINA’S latest retaliatory levies on US crops will 
have limited short-term impact on dry bulker 
shipping, amid mounting concerns over a bleaker 
macro picture spurred by the heated confrontation 
between the two countries.

Beijing announced on Monday that it would from 
June 1 increase tariff rates to between 10% and 25% 
on $60bn worth of US imports — mainly 
agricultural products — in retaliation to 
Washington’s increased duties on $200bn of Chinese 
imports last week to try to make China trade on a 
level playing field.

China’s move this time was more “symbolic than 
practical”, said Ralph Leszczynski, head of research 
at brokerage Banchero Costa.

He added that the only US agricultural commodities 
exported to China that have sufficient volumes to 
influence dry bulk shipping was soyabeans, which 
have already been under 25% Chinese tariffs.

The impact will be minor, at least for now. The 
soyabean import market in China is now in the 
midst of the South American grain export season 
and the bulk of shipments have now shifted to 
Brazil, with US exports normally coming in between 
October and April.

“We are now in May, in full Brazil export season,” 
Mr Leszczynski said. “Most of the soyabeans China 
imported in the past few months were 
overwhelmingly from Brazil, and this will be the 
case until the autumn regardless of whether there 
are any tariffs on US exports or not.”

China’s overall imports of soyabeans fell 7.9% year 
on year in the first four months this year, according 
to customs data.

While this is partially due to lower purchases from 
US, the reduced domestic demand caused by the 
recent outbreak of African swine fever is another 
reason, as soyabeans in China are primarily used for 
animal feed. The Chinese government said in April 
that more than 1m hogs had been culled due to the 
disease.

“Therefore demand for animal feed has certainly 
also fallen dramatically in China this year, so it is 
unlikely there is any shortage of soyabeans at the 
moment,” said Mr Leszczynski.

Nevertheless, the Beijing politicians’ revenge against 
the US trying to equalise tariff structures “puts 
more uncertainty” on about 7m tonnes of US 
soyabeans, which were purchased by China when 
trade tensions eased earlier and are yet to be 
delivered, Clarksons said.

Li Chao, chief macro analyst at China-based Huatai 
Securities, said in a recent note that China had 
halted soyabean imports from US before and it 
might do so again.

At the same time, the burgeoning Sino-US trade war 
has led to a broader economic malaise among 
owners and analysts. “The US-China trade conflict 
has disrupted markets and affected sentiment.” said 
Hong Kong-listed dry bulker operator Pacific Basin 
in a statement.

The handysize and supramax specialist has seen 
its share price fall over 12% since President 
Donald Trump tweeted his tariff threat to China 
on May 5.

While hoping for a solution between Washington 
and and Beijing’s apparatchiks, Pacific Basin added 
that “a protracted trade conflict could further 
undermine global GDP growth and consequently 
overall trade and dry bulk demand.”

US President Donald Trump is making clear on his 
Twitter feed that he is in no mood to back down. As 
Mr Trump readies himself for the run-up to the 
2020 election, he must prove to his voter base that 
he is serious about following through on his election 
promise of 2016 to make China trade on a level 
playing field if he is to gain the voters’ trust for a 
second term in office.

Christopher Cheng, managing director of Louis 
Dreyfus Armateurs, expressed concern at a Capital 
Link gathering this week that the fallout from the 
trade dispute on the global financial markets might 
trickle down to the shipping markets. His company 
has a fleet of about 30 dry bulkers, ranging from 
handysize to capesize ships.

A study released by Renmin University’s National 
Academy of Development and Strategy in 
September last year said a further escalation of the 
trade war to include sanctions on financial products 
or transactions could trigger a financial crisis in 
China.
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The US economy might take a hit as well.
“A prolonged period of trade tensions could even 
push the US economy over into a recession, given 
that these latest tariffs placed by the US president 
will inevitably be absorbed by the end consumer in 
the US, acting as a significant dampener on the US 

economy as consumer prices start to rise,” noted 
Allied Shipping Research.

“The total impact will not just be limited to these 
two nations, as other countries are likely to be 
indirectly affected as well,” it added.

LNG-related stocks take a hit from 
China’s latest tariff rises
SHARE prices of New York-listed liquefied natural 
gas exporters and shipping firms dipped after China 
moved to raise tariffs on liquefied natural gas 
imports from the US.

Cheniere Energy, the biggest LNG exporter in the 
US, closed at $65.64, down $2.23 or 3.29%. Two 
other developers of large-scale LNG export projects 
that are reaching final investment decisions also 
took a beating on the US stock market overnight.

Tellurian Inc lost 83 US cents to end 8.94% lower at 
$8.45 while NextDecade fell 19 US cents, or 3.49%, 
to close at $5.25.

LNG shipping players were not spared the heat.

Shares of Golar LNG and Gaslog fell 1.62% and 
3.42% respectively.

Elsewhere in Asia, Petronas shipping arm, MISC 
opened at RM6.48, 20 Malaysian sen lower from its 
Monday close.

Petronas penned a 20-year offtake agreement with 
Cheniere last December for 1.1m tonnes per annum 
of LNG from the Sabine Pass export terminal.

Mitsui OSK Lines, which ships LNG and oil 
products traded out of the US, also opened 
lower at ¥2,471, down from a previous close of 
¥2,556.

China has raised tariffs on LNG imports from the 
US to 25%, up from 10% initially imposed last 
September.

This was part of broader tariff hikes on $60bn of 
imports from the US and a retaliatory response to 
the White House raising tariffs on $200bn worth of 
Chinese goods last week.

Chinese LNG buyers have reportedly been diverting 
US-origin cargoes to other Northeast Asian 
countries since last September.

Cheniere had hinted during an analyst call last week 
that it is now looking beyond China for buyers to 
back its 9.5m tonnes per annum Corpus Christi 
Stage 3 expansion project.

Tellurian is drawing close to sanctioning the 27.6m 
tonnes per annum Driftwood export terminal while 
NextDecade is pursuing the 27m tonnes per annum 
Rio Grande project.

IN OTHER NEWS
Canada’s LNG project developer 
buying out gas producer
THE developer of the Woodfibre 
liquefied natural gas export 
project in Canada is acquiring 
private-owned gas producer, 
Canbriam Energy Inc.

Singapore-based Pacific Oil & 
Gas has signed definitive 
documents to buy out Canbriam 
Energy’s equity for an 
undisclosed cash consideration, 
a joint statement issued by the 
two parties said.

Pacific Oil & Gas, which is a unit 
of resource-based manufacturing 
group, Royal Golden Eagle, is 
developing the 2.1m tonnes per 
annum Woodfibre LNG project in 
Canada’s British Columbia 
province.

Torm commits to 13 more scrubber 
retrofits
PRODUCT tankers owner Torm 
has committed to installing 13 
more scrubbers on its existing 
vessels, bringing the total to 34 
units, or close to half the fleet.

The majority will be fitted this 
year ahead of the new low-
sulphur regulations, while only 
two will be installed next year, the 
Danish company said in a 
statement.

It agreed the sale of two older 
medium range tankers in the first 
quarter — the 2002-built Torm 
Amazon and the 2001-built Torm 
Cecilie — for a total consideration 
of $15m. Total debt of $9m 
related to the sales was also paid 
off.
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Schulte Group launches start-up unit 
focused on Europe and Asia
THE Schulte Group has launched 
a dedicated venture capital unit 
to get into the maritime start-up 
scene.

The INNOPORT team is based in 
Hamburg, Limassol and 
Singapore and will identify 
investment opportunities in the 
global maritime start-up 
ecosystem to equip 
entrepreneurs with smart capital.

The team is headed by Yiannis 
Sykas, director of Strategy and 
Product Development at Bernhard 
Schulte Shipmanagement.

COSL to build 12 dual-fuel PSVs at 
China yard
CHINA Oilfield Services Co Ltd, 

the offshore services unit of 
national oil company exploration 
and production arm CNOOC, is 
building 12 liquefied natural gas 
dual-fuel platform supply vessels 
at Wuchang Shipbuilding Heavy 
Industry, the first orders from a 
Chinese owner.

Wärtsilä will supply 40 of its 
20DF dual-fuel engines as part of 
the contract.

The engines are scheduled to be 
delivered to the shipyards at the 
end of 2019. No contract value 
was disclosed.

UK maritime sector commits to 
recruiting more women
THE first UK-based maritime 
companies to formally set targets 
aimed at increasing the number 

of female employees have been 
officially recognised for their 
pioneering work.

In an industry where women are 
seriously under-represented at 
all levels, renewed efforts are 
now under way to achieve a 
better balance across the 
workforce.

Maritime UK, whose members 
include leading maritime 
associations representing all 
sectors of the industry, has been 
at the forefront of the campaign 
to ensure employers understand 
the benefits of more women in 
the workplace, and that women 
recognise shipping and related 
industries as a good career 
choice. 
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