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Trade spat with China slows
FIDS on new US LNG capacity

DEVELOPERS ARE SLOWING the sanctioning of new liquefied
natural gas export capacities in the US on the back of its escalating
trade spat with China, which will hold the US back from overtaking
Qatar as the world’s largest LNG exporter.

Analysts warned of delays in marketing of LNG from new projects in
the US as developers there stand to lose out from securing long-term
offtake from China, the fastest-growing LNG market.

China has raised the tariff first imposed on US LNG imports last
September to 25%, up from 10%, as part of broader retaliatory
measures against the White House raising tariffs on $200bn worth of
Chinese goods last week.

That has made LNG imports from projects outside the US more
attractive to Chinese buyers.

Rystad Energy calculates that the cost of importing LNG from four
new LNG export projects in the US — Calcasieu, Driftwood, Freeport
Train 4 and Sabine Pass Train 6 — will range higher than the bulk of
new capacities planned for Qatar, Russia, Mozambique, Papua New
Guinea and Australia.

Many developers in the US have long regarded China as the most
promising market for their new LNG volumes. Losing China as a
potential offtaker would far spell delays in final investment decisions
for new projects in the US.

Maritime Strategies International’s senior analyst David Bull noted
that the US currently has “limited room” beyond China to market its
LNG cargoes given Europe is “full up” and no longer predisposed to
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take excess volumes, while the Indian subcontinent
is mostly supplied by Qatar.

Cheniere Energy, as the largest US exporter eyeing
offtake for Corpus Christi Stage 3, has since shifted
its gaze to “traditional markets”, historically
referring to the northeast Asian trio of South Korea,
Japan and Taiwan.

Still, competition is stiffer now for LNG sales to
these traditional buyers and those LNG project
owners that do not have ready access to these
markets stand to drop out from the rat race.

Rystad’s senior analyst Sindre Knutsson noted that
LNG Limited has already delayed sanctioning its
Magnolia LNG project.

If the US Department of Energy LNG exports data are
any indication, Chinese buyers have started diverting
more cargoes to other markets since late last year.

Mr Bull argued that the drastic reduction seen in US
LNG shipments from Cheniere’s Sabine Pass
terminal to China — from 25 cargoes during the first
half to just 8 cargoes in the second half of 2018

— can be attributed to cargo deflections in light of
heightening trade tension.

That said, other forces may have weighed in more
heavily against LNG trade between the US and
China from late 2018.

Mr Knutsen viewed “low demand for natural gas in
Europe and Asia due to a mild winter” as the main
driver for a decline in Sabine Pass exports in February.

This takes into account that offtake agreements for
US LNG do not specify destinations, which allows
buyers to divert cargoes to elsewhere beyond their
home countries.

Mr Knutsen added, however, that CNPC as the
contracted Chinese offtaker for Sabine Pass cargoes
would still be inclined to take more US volumes
from the US should LNG prices surge in Asia.

But he also reiterated that if LNG prices continued
to linger around “current lows”, the “more
expensive” LNG projects could see delays in final
investment decisions if they could not offer
competitive terms to buyers.

Mr Knutsen and Mr Bull share the view that US
LNG projects backed by strong sponsors still stand a
good chance to proceed.

Rystad also maintains that the US can still overtake
Qatar as the largest LNG exporter, though this has
been set back by the latest Chinese tariff rise on US
LNG imports.

Including the recently sanctioned Golden Pass
project, the US will have 91m tonnes in annual
export capacity by 2025. This will expand to 123m
tonnes by 2025 once Calcasieu Pass, the first phases
of Driftwood LNG, and Sabine Pass Train 6 take
final investment decisions.

By contrast, Qatar will have an annual export
capacity of 109 m tonnes on adding four more trains
to process new feed gas from the North Field
Expansion project.

WHAT TO WATCH

Marine insurers defer war risk premium
decision over tanker attacks

MARINE insurers are seeking further information
about the attacks on four tankers off Fujairah last
weekend before making any decision on extending
war risk premiums for vessels transiting the Middle
East Gulf.

Members of the Joint War Committee have met in
London to assess the immediate risk for war, strikes,
terrorism and related perils in light of the “acts of
sabotage” on four ships last weekend.

“They met and decided to request more information
before making a decision,” Neil Roberts, head of
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marine underwriting, told Lloyd’s List. He said they
would reconvene on May 20.

The move to defer any decision until there is more
information reflects the scant details available about
the attack, how it happened and the extent of
damage to vessels.

That has left shipowners and oil traders questioning
broader maritime security risks through the nearby
Strait of Hormuz or the bunkering hub of Fujairah
as tension between Iran and the US escalates in the
Middle East.
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Two Saudi-flagged tankers, a Norwegian-flagged
product tanker, and a United Arab Emirates bunker
tanker were said to have sustained damage last
Sunday morning while in anchorage areas. Photos
have revealed scant damage to two ships, and while
Saudi Arabia, the UAE and Kuwait have denounced
the “acts of sabotage’ they have not said who they
believe to be responsible.

Anonymous US sources have pointed to Iran or its
allies as behind the attacks, which maritime security
analysts speculate were carried out using small,
remote-controlled limpet mines designed not to
cause significant damage.

Parts of the Middle East are already subject to war
risk premiums, according to the committee’s
website, with Iran, Iraqi offshore oil terminals, and
parts of Saudi Arabia already listed areas. The
committee last revised these areas in June, 2018.

Shipowners are reportedly reviewing security
arrangements for Fujairah and the Strait of Hormuz,
through which 16.8m barrels per day of oil transits.
Some 30 to 40 very large crude carriers each

carrying crude cargoes valued at more than $140m
ply the waters every 10 days, highlighting the
importance of the waterway to energy shipping.

Insurers have already warned shipowners to
exercise caution in the Fujairah area, while Norway’s
maritime authority has raised security levels for its
Noregian-flagged fleet after one of its product
tankers was targeted.

Brent crude soared to above $73 a barrel in trading
in London today as Saudi Arabia’s vice-minister of
defence denounced Iranian-based Houthi militias
for attacks on two Aramco pumping stations earlier
this week. Members of the Organisation of the
Petroleum Exporting Countries, excluding Iran,
meet in Saudi Arabia this weekend, intensifying
regional political sensitivities.

The Joint War Committee represents underwriters
from the Lloyd’s Market Association and
International Underwriting Association. Its decision
will be used by insurers in determining additional
premiums for vessels transiting through these
areas.

Shippers brace for further US-China tariffs

US importers and their logistics providers are
preparing for further US-China tariffs and a
possible fresh rush to front-load deliveries to beat
the next tariff deadline.

The administration of US President Donald Trump
last week confirmed its intention to impose 25%
duties on a further $300bn-worth of products
imported annually from China.

The Office of the United States Trade Representative
has called for comments by mid-June on its new list
of products.

“The proposed modification is to take further action
in the form of an additional ad valorem duty of up to
25% on products of China with an annual trade
value of approximately $300bn,” it said.

Representatives of US importers warned that it was
impossible for companies to switch their sourcing of
products from China to other countries in the short
term, with sourcing decisions taking time to make
and with other countries lacking the necessary
manufacturing and logistics capacity that China has.

Retailers are considering a “longer-term play about
diversifying the supply chain and maybe moving
some of the supply capacity in other places,”
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according to Matthew Shay, chief executive of the
National Retail Federation.

“The issue is there’s no new China,” he added. “You
can’t just go somewhere else and replace China with
Vietnam or Cambodia or Thailand or South or
Central America. Youre talking about replacing the
capacity of a fire hose with the capacity of a garden
hose.”

The federation believes the threat of higher tariffs on
a further $300bn-worth of products imported
annually from China will lead to further front-
loading, as experienced ahead of tariff rises several
times last year.

It highlighted that the rush to bring merchandise
into the country that was seen through much of last
year slowed down after Mr Trump postponed a tariff
hike from January to March and then put it on hold
indefinitely as trade talks with China showed signs
of progress.

“With retail sales rising and President Trump saying
he plans to both increase and broaden tariffs on
goods from China, imports at the nation’s major
retail container ports are expected to see unusually
high levels the remainder of this spring and through
the summer,” according to the latest monthly Global
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Port Tracker report by the National Retail
Federation and Hackett Associates.

Digital ocean freight rates specialist Freightos
predicts the looming tariff increase may drive a
spike in transpacific ocean freight prices.

“Last week’s tweet from President Trump left little
time for ocean freight to beat the deadline, sending
air cargo searches from forwarders up by 35%,” said
Eytan Buchman, chief marketing officer at
Freightos.

“Ocean rates from China to the West Coast tumbled

12% this month alone and are closer to last year’s
rates than they have been in over 10 months. But
this could all change if the looming 25% tariff
increase on the rest of Chinese imports are
imposed.”

A study commissioned by Tariffs Hurt the Heartland
and prepared by the Trade Partnership estimated
that imposing tariffs of 25% on all remaining
imports from China, combined with the impact of
retaliation, would jeopardise more than 2 million
American jobs, cost the average US family $2,300
each year, and reduce the value of US gross domestic
product by 1%.

Large claims behind string of P&l deficits

AN UNEXPECTED increase in large claims was the
main driver behind the recent run of losses and
diminished surpluses among P&I clubs, according to
the heads of two loss-making International Group
affiliates.

Given the long-term trend towards safer shipping,
there is no obvious reason for a spike in major
casualties beyond chance, they added.

While neither was ready to say that rate hikes for
shipowners are inevitable, pressure does seem to be
building in that direction, at a time when the
industry has been put on notice of the likelihood
that hull and machinery cover will become more
costly.

Andrew Taylor of the UK Club and Rolf Thore
Roppestad of Gard spoke after a week in which three
clubs, including the ones they head, announced
deficits for the 2018-19 financial year to the February
20 renewal.

Gard went $53m into the red, while UK Club lost
$32m and Britannia sustained a more manageable
$om loss. Skuld stayed in the black, but its surplus
was also sharply down.

In a press release announcing its results, the UK
Club said that the frequency of claims in excess of
$3m doubled in 2018 compared to recent years,
from six to 12.

The cost associated with these additional claims was
nearly $40m, which equates to an additional 15% on

the combined ratio, it added.

In consequence, the total combined ratio had risen
to 114%, a level it deemed unacceptable.
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Mr Taylor added that on top of the casualty claims,
his club had also seen a number of large personal
injury claims.

While he acknowledged the ongoing improvements
to shipping safety, he argued that there is always an
element of chance for any given club in any given
year.

“Overall claim numbers are reducing, which will in
part be due to safety improvements as well as the
club’s profile and terms of entry,” he told Lloyd’s List.
“However, inflationary pressures continue, offsetting
the benefit of this trend for attritional claims at
least.”

The results statement also mentioned ‘future action
on premium rates’, which seems to indicate an
intention to raise them. But Mr Taylor would not be
drawn on what sort of increases he had in mind, on
the grounds that that is a matter for the November
board meeting.

While mindful of the difficulties facing many
shipowners in current markets, a realistic and
balanced approach is needed to ensure that
premiums do not slip too far behind the claims
experience.

Lastly, he noted that the UK Club’s experience was
not isolated, and that its peers were also facing
similar pressures.

“The nature of the P&I sector means that, in broad
terms, the factors faced by the UK Club are also
faced by the other IG clubs. It seems apparent from
other clubs’ communications that large claims are
driving experience across the IG, and that the UK
Club is not alone.”
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Mr Roppestad pointed out that P&I is by its nature a
volatile business. It is therefore no surprise that
once in a while, there will be a year in which an
above average number of large losses occur.

“I wouldn’t call it luck, but there is some randomness
in the business that cannot be fully explained as a
trend,” he told Lloyd’s List. “If you look at the claims
per gross tonne on the P&I mutual side, it has
roughly halved in 10 years. That downwards trend
cannot continue into eternity.

“There will be a levelling off at some point, and I
think we have probably reached that point.”

Gard handles 13,500 claims every year. Those above
$1m this year made up 60% of the claims cost, he
said.

Claims above $10m are, of course, shared between
clubs through the IG pooling mechanism, but Gard
has had to pick up a disproportionate number of
claims in the $1.0-9.9m bracket.

On pricing, Mr Roppestad said: “Premium levels
have been adjusted downwards for a number of
years, and when premium is lower, volatility kicks in
even harder when there are increasing claims.

“If premiums had been roughly at the level of five
years ago, it would not have been as sensitive for
individual years like this.”

Clubs will make their own decisions on rates and
come to different conclusions, he said. “What’s
important is that members should pay the premium
that reflects the risk they are exposing the club to. I
don’t think premium levels are completely wrong.

“There are certainly accounts that need increases
but there are also accounts that are probably OK.”

Both Mr Taylor and Mr Roppestad also highlighted
declining investment returns as the second major
factor at work after the spike in high-value claims,
although the state of financial markets is something
over which club managements have no control.

Proposed ban on anti-fouling systems

pushed back

A NEW rule that would force shipowners to remove
or cover up the antifouling substance cybutryne on
their vessels failed to win approval at a meeting of
global regulators this week.

Most governments agreed during negotiations at the
IMO Marine Environment Protection Committee in
London that the suggestion requires further
consideration.

The meeting discussed proposed changes to the
anti-fouling convention that would outlaw the use of
cybutryne in vessel anti-fouling systems.

Scientific evidence shows cybutryne can be
associated with adverse effects to the environment.

It is considered toxic and persistent, and is a priority
substance under the water framework directive. In
Europe, it was banned in antifouling products in
2016 under the biocidal products regulation.

While the IMO had tentatively agreed that ships
would stop using anti-fouling systems that include
cybutryne from October 2021, a dispute erupted
over a second requirement that entails the removal
or covering of such systems.
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Following a proposal by the European Union and
European Commission, the IMO’s sub-committee on
pollution prevention response earlier this year
agreed that by October 2026 all existing ships will
have removed or sealed the illegal substance using a
coating.

Japan claimed in a proposal to the MEPC that it
was caught off guard by the PPR’s suggestion and
demanded that either this proposal for the removal
be completely scrapped or at least sent back to the
next PPR meeting in 2020 for further
consideration.

The world’s second-largest shipowning nation
claimed that the quantity of systems and ships with
cybutryne anti-fouling systems is unknown and that
appropriate coatings seals that could cover up the
outlawed substance would not be available.

Japan also suggested that blasting anti-fouling
systems, which would be necessary in the absence of
coating seals to remove the cybutryne off the ship,
would have negative environmental effects in itself.

Most countries and organisations that took the floor
supported Japan and called for a closer examination
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of the proposal, ultimately forcing the MEPC to send
the text back to PPR for reconsideration next year.

The MEPC sided with Japan but confusion arose as
some nations questioned whether the country’s
proposal actually violates the AFS convention itself.

One EU country even argued that without the
amendment for removal of the anti-fouling systems,
owners may come to believe that they are expected
to remove the substance even earlier than this
proposal’s date due to the convention’s text.

One of the articles of the convention claims that
ships can carry anti-fouling systems that are

prohibited by new amendments to the convention-
such as cybutryne-until the next renewal of the
system. But it cannot carry them any longer than 60
months after the amendments to the convention
begin to apply.

In cybutryne’s case, those 60 months run down on
October 3, 2026.

The IMO secretariat will submit an explanation to
the PPR, clarifying whether there is indeed a conflict
between the AFS convention and Japan’s suggestion
to scrap the removal of cybutryne anti-fouling
systems, by October 2026.

OPINION

The interview: Hugo De Stoop

HUGO De Stoop is in a peculiar predicament.

The seasoned finance expert is taking over at a
company that transports a commodity that all of the
world needs, but on which most of it hopes it will
soon no longer depend.

And yet Euronav, one of the world’s largest crude oil
tanker owners with 72 ships in its fleet, has been
projected as an environmentally-conscious firm, not
least because of its stubborn insistence to buck the
trend and not install scrubbers on its vessels in
order to meet the 2020 sulphur cap and also because
of its support for mandatory speed limits on vessels
to curb emissions.

Mr De Stoop, who stepped up from being Euronav’s
chief financial officer to chief executive just last
week, is well aware of the limitations encroaching on
the sector in which his company is a leading player.

In an interview with Lloyd’s List he predicted that
global moves toward decarbonisation would have a
big impact on the industry and that oil demand
would peak sometime in the next 15 years, in line
with the expectations of most analysts.

“So it is not tomorrow. But obviously you need to be
prepared for that,” he said.

So perhaps the best course of action for a company
whose sole product will peak within the lifetime of a
vessel built today is to move into other sectors with
more promising long-term outlooks.

But not according to Mr De Stoop, for two key reasons.
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The first is that Euronav, which is listed in Belgium
and New York, prides itself on being an investor-
oriented firm with stock that often outperforms its
competitors.

And diversification is the prerogative of investors,
according to Mr De Stoop, who recognised that
shareholders could well divest away from Euronav to
a liquefied natural gas company.

“So, I don’t think we should make bold moves and
suddenly on top of being a crude tanker, become ...
an LNG company or a container company. I do not
think that will be well received by the market,” he
said.

The second reason is that a declining market may
not be as bad as it sounds. Why? Because the tanker
market will always balance out between supply and
demand, Mr De Stoop suggests.

“If we reach peak demand, you just build less ships,
you recycle more. And by doing so you can perfectly
meet the declining demand with declining supply,”
he said.

Even if this envisaged market equilibrium appears
too idealistic, Euronav may have another advantage
over its competitors that will suit it well in a
depleting market — its sheer size.

Mr De Stoop believes that companies that have a
relatively big platform, as Euronav does, normally
benefit in a shrinking market because it is the
smaller players that suffer the most, as has been
evident in other sectors of the shipping industry.
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His bullish outlook is perhaps a reflection of his own
trials and tribulations at the Antwerp-based firm.
Mr De Stoop first joined the company back in 2004
as deputy finance officer, when the company was far
from the behemoth it is today and had around eight
vessels.

Although the fleet has grown by a few dozen ships
and the company has started trading in the United
States since he first came on the scene, he will not be
changing the company’s strategy much, the new
chief executive says.

After all, he was present at and helped to implement
all of the company’s defining moments.

Having bought the Maersk Tankers’ very large crude
carrier fleet back in 2014 for almost $1bn and
closing the merger with Gener8 last year,
consolidating the tanker sector is still a key part of
that strategy.

Considering this, Mr De Stoop’s strong faith in the
importance of scale makes sense.

But do not expect a repeat of the form over the past
couple of years, he notes.

“It was a huge company. It was a huge fleet. We still
need to enjoy it,” Mr De Stoop said of the Gener8
merger.

Euronav cliched both landmark deals when the
VLCC markets were on the decline, capitalising on
relatively low asset prices. He expects a strong
market over the next couple of years.

“When we talk about consolidating the sector, it
doesn’t need to happen this year, it doesn’t need to
happen next year. It needs to happen when it is the
right time to create the most value for the
shareholder,” he said.

No scrubbers until 2020

If Euronav is not planning on spending money on
new companies or fleets, might it be saving up to
install some expensive scrubbers after all?

Since the announcement of the departure of chief
executive Paddy Rodgers, who arguably emerged as
the most outspoken critic of scrubbers, there has
been speculation about whether Euronav would
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jump on the scrubber bandwagon now that the main
crusader has left the picture.

Scrubber proponents, who were hoping such a
turnaround could become a public image boost for
the abatement technology, will likely be
disappointed.

“We were and continue to be sceptical on the merits
of scrubbers because the risk-reward balance doesn’t
seem to be very attractive at this point in time,” Mr
De Stoop said, reaffirming that the company’s
strategy remains the same.

But he also said that approach could change. It will
strictly depend on the price spread between heavy
fuel oil and compliant fuels in 2020.

If the spread is big enough and stabilises as such in
2020, Euronav will be inclined to install scrubbers
then.

The point of installing scrubbers before 2020 and
assuming the associated risk, however, is to take
advantage of an initially high spread that will
ultimately shrink.

If Euronav does decide to install scrubbers next
year, Mr De Stoop is not worried about the time lag
between 2020 and the moment it can begin using
them.

He claimed that Euronav could buy high-sulphur
fuel oil at the high price spread and store it onboard
its own vessels, consuming it once it installs.

“If that is what we want, then that is what we will
do,” he said.

In avoiding the risk of scrubbers and heavy fuel oil,
Euronav is far from facing a smooth ride. Its fleet
will depend completely on compliant fuels, many of
which remain untested.

Mr De Stoop acknowledged that switching fuels
comes with a high degree of risk but said Euronav
was preoccupied with identifying quality sources for
the fuels and testing them on their ships.

“We are buying small quantities, we are testing
them in different types of ships so that come

January 2020 we will know what we will be using,”
he said.
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Viewpoint: The new religion

HERE are a few questions to be going on with,
writes Michael Harrison.

Are practical, technically feasible solutions on the
environmental sustainability of large ocean-going
ships more, or less, likely to be achieved if the
decision-makers are being shouted at by large
numbers of juvenile activists?

And while you can believe anything about politicians
these days, why should mature scientists and
engineers put up with being lectured to by the
half-formed and simplistic ideas of a Swedish
teenager who has no business being out of school?

And estimable old chap that he is, should we be all
hanging on the words of a broadcaster, as if he has
all the answers to the complicated questions that
trouble mankind?

It is pretty unpopular, even tasteless, to be posing
such questions in these strange times, when the mobs
are so easily unleashed upon those who ask them,
and who are duly condemned for heresy against the
true religion. And environmentalism is a religion,
said to be secular, with the zeal and fanaticism of its
adherents, who probably don’t believe in much else,
furious in the defence of their faith.

I have, in recent days, been reminded of the faux
wisdom of the ill-fated 11th century Children’s
Crusade, and that didn’t end too well.

We live, I was reading recently, in “a new age of
activism”, when the ability of social media to
summon hundreds, or thousands, or hundreds of
thousands, out onto the streets is exerting
undeniable pressure on politicians, regulators and
decision-makers.

You might suggest that the real effects of these
shrieking hordes is limited and provides a useful
safety valve for public anger, although France’s
President Macron may have other views. Which
would be true, were it not for the obvious fact that
the shouted, although sometimes incoherent
messages are clearly registering where it matters.

It is also useful to ponder on what commercial or
political interests there might be in the background,
behind the polite children issuing International
Maritime Organization delegates with paper boats,
the head teachers giving their blessing to activist
truancy, or the simplistic but standardised messages
on the placards waved by the super-glued protesters.
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Admittedly, there are whole subjects taught at school
these days that are scarcely disguised environmental
propaganda, all singing from the same song book
and inserting both overt and subliminal messages
into everything from geography to social “science”.

And in every university, from the greatest in the
land to the meanest ex-polytechnic, there can be no
dispute or debate, with any dissension from the
approved group-think invariably career-ending,
amid the intolerant world of academia. You have to
go with the flow — or else. After the Children’s
Crusade — think on the Inquisition.

Against this deeply unpromising background, you
have to be a bit sympathetic to anyone trying to
weigh engineering practicalities and the science of
ship design against the increasingly political
imperatives as summarised on the paper boats. The
shipping industry is urged to “Slow ships down!”

If only it was that simple!

“Give her all you've got, Scotty!” As the sharp rocks
get ever closer, the master’s desperate call will fall
on the deaf ears of the chief engineer in his control
room.

“Sorry, captain — the Clean Air (Power Limitation
Regulation 2020), expressly forbids the consumption
of any more fuel — can’t you hoist a sail?”

Let’s not become fanciful. There is a need to reduce
the carbon footprint, and the political imperatives
don’t allow for the usual timescale of major
regulatory changes. But it will be a dark day indeed
if the International Maritime Organization gets
stampeded into approving some sort of fix that will
persuade the activists to back off a while, but which
has little or no technical credibility.

Whatever is decided in Lambeth needs to
incorporate solutions that incentivise good ship
operation and management and above all, provide
real encouragement for ground-breaking work in
hull performance, marine fuels and engine design.
The industry isn’t standing idly by and substantial
research is going into more efficient power
generation. This needs encouragement, not a lot of
regulation that will persuade engineers that their
work will be in vain.

Shipping knows that it has to change, and can no
longer avoid regulations that will treat the shipping
industry as a cash cow in the shape of fuel taxes, or
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the old chestnut of “market-based measures” (which
will have certain interests delighted).

The real skill will be in getting the users of ships to pay
their share, with shippers already developing their
strategies against such efforts. And while it might be
perfectly possible to design new ships around some
agreed limitation of speed or power, do we really know
what we are doing in the de-rating of existing
machinery that was designed to very different criteria?

The prospect of some grim booted inspector closely
scrutinising the logbooks and cross questioning the
master and chief engineer about why they thought
the weather justified a higher fuel consumption,
with heavy fines on the cards, is not an altogether
daft idea.

That’s religion, circa 2019.

ANALYSIS

Dangerous goods require digital solutions

UNDECLARED and misdeclared cargoes remain
the “elephant in the room” of container safety, but
better use of digital communications could help
reduce the risks presented by their carriage.

“Whether by ignorance, error or pure criminality, it
is concerning,” TT club risk management director
Peregrine Storrs-Fox told the Global Liner Shipping
conference in Hamburg.

“Figures from Hapag-Lloyd’s Cargo Patrol system
show the industry can expect 150,000 containers
per year that are more likely than not to be
misdeclared goods. That should worry us.”

The potential consequences of misdeclared
dangerous goods could be devastating in a port city
such as Hamburg, where containers were handled in
close proximity to highly populated areas, said
Holman Fenwick Willan partner Craig Neame.

While the Tianjin disaster in 2015 had not led to any
civilian casualties, despite occurring just 1 km from
residential areas, a similar event in Hamburg could
be “disastrous”, Mr Neame said.

“Could another misdeclared cargo be about to go
bang?” Mr Neame asked. “A dangerous cargo stored
under deck could react with something around it or
be inherently unstable, leading to a fire that cannot
be controlled. If that got to the deck, where a tank
container with hydrogen cyanide was stored, you

could have a gas cloud covering Hamburg within 30
minutes.”

Preventing this type of disaster required “trust,
truth and transparency” across the industry, said Mr
Storrs-Fox.

“These steps can be supported by digitalisation and
blockchain, but are not,” he said. “The way
information flows is currently very pedestrian and
very unhelpful.”

He added that communications failures had been
found to be a significant cause of the explosion and
fire in the MSC Flaminia casualty.

The biggest benefit would come from better
collaboration, he added.

TT Club, working with the Cargo Incident
Notification System, Global Shippers’ Forum,
International Cargo Handling Coordination
Association and the World Shipping Council, was
already collaborating in trying to deconstruct the
supply chain to find what more could be done to
further improve the industry.

Its Cargo Integrity campaign seeks to focus direct
and indirect stakeholders on recognising best
practice in relation to the correct declaration and
handling of dangerous goods.

K+N urges carriers to follow

environmental lead

KUEHNE + Nagel has called on carriers to follow its
environmental lead and introduce carbon offsetting
as part of their supply chain offering to customers.
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The Swiss forwarding and logistics group has
launched K+N Pledge, a new full container shipment
service, which it claims is not only the first online
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seafreight booking system to offer guaranteed lead
times, but also the first carbon neutral product on
the market.

Cargo shipped under the initiative, announced last
month, is fully offset through carbon credits,
meaning customers can take pride knowing their
shipments benefit from a net zero carbon footprint,
in much the same way airline customers can offset
their carbon footprint when booking a flight.

However, rather than going it alone K+N wants the
container shipping industry to take note and look at
introducing similar products as a first step towards a
zero-emission future.

Speaking at the Global Liner Shipping Conference in
Hamburg, K+N senior vice-president and head of
global trade Paulo Montrone said the group wants to
show how it is possible to offset supply and transport
chains with this type of solution.

“We hope this will be a trend, and we do not want to
be the first and last to do this in the industry,” he
said. “It proves it can be done at least until we have
zero-emission ships, whilst helping the environment.”

Mr Montrone said K+N had selected partners to help
reinvest in forestation, biodiversity protection and
sustainable development. “This is fully cost
documented in carbon emission credits,” he said.

Depending on the type of contract the customers
have with K+N, customers will then receive a
certificate, either at the end of shipment or the end
of the year, showing all their carbon credits.

Mr Montrone added that K+N aimed to roll out
similar initiatives on other products in the near
future.

But he said K+N was calling on others to market
their products in the same way, where it is not solely
down to price or speed of transit.

While these issues were important, he said, the
environmental factor should also be taken into
consideration, particularly as the next generation,
with a greener mindset, would demand this more
and more not just as consumers, but in business
too.

“This is about creating industry conscience and
transparency, understanding that this is the fifth
element and next level of competitive advantage.
This is not a negative as it is one area that can add
real value,” said Mr Montrone.

So far, he said, the market response had been
positive. “We have had a lot of attention from
customers and in many different countries, gaining
a lot of traction. We are also having discussions with
customers planning their K+N Pledge shipments to
see which routes can be more sustainable without
sacrificing transit time and cost.”

Talks too have taken place with the leadership of
several carriers, who have been shown data provided
by K+N through its Sea Explorer service — updated
last year to include carbon emissions data — on the
sustainability of specific routes to see how they
stacked up against their competitors.

This information he said is becoming increasingly
important in the minds of shippers looking towards
a greener supply chain.

Mr Montrone said several carriers were surprised by
the results, including those that fared well.

This included Maersk-owned Hamburg Siid, laying
claim to the most sustainable loop on the
transpacific trade.

“This information is not out there, but we would like
to start getting recognition from the industry to take
some conscience on this data and act on it,” he said.
“We can do something today and K+N believes that
if we start setting a trend we can get there.”

How to innovate in shipping

THE lone author has all but disappeared in
scientific journals today. In most fields outside
mathematics, fewer and fewer people know
enough to work and write alone. In business,

open source code has advanced development
timelines and resource efficiency by harnessing the
power of entire development communities and
disparate fields of niche expertise, effectively
changing the landscape of tech development in the
process.
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Collaboration is the new competitive advantage
when it comes to quality, time and resource.

It’s is also the required key to unlock the door to a
very necessary period of innovation for the shipping
sector as it responds to an unprecedented series of
regulatory and commercial challenges.

The pursuit of zero carbon shipping, fully integrated
into a digitalised global supply chain, requires
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research and development investment at a scale
hitherto unseen from a habitually reactive sector in
which first-mover advantage for genuine innovators
is a concept with few successful historical
precedents.

But the challenge is not shipping specific.

For all the current focus on future fuels solutions to
hit ambitious emissions targets, the real innovation
required from the decarbonisation agenda is in
finding supply chain efficiencies well beyond the
scope of the vessel.

Similarly, the current industry-wide pursuit of
digitalisation is only partly about the operational
efficiency that technology promises.

Much of the innovation under way is less a thing and
more a new way of doing things, but ensuring each
new system is interoperable with both existing and
new models requires collaboration along the whole
supply chain and a level of data governance that has
so far proved to be out of reach for many.

Getting a disparate ecosystem of data standards and
systems to share information efficiently presents
technical challenges for sure, but the greater
challenge still lies in convincing all stakeholders of
the potential value in transparency and
collaboration.

To capture the potential and not simply fall victim to
the emerging changes being thrust upon it from
external dynamics, the shipping industry needs to
upgrade its foundations.

This is about digital ships, digital operations and
trading platforms that will allow us to build a fit-for-
purpose maritime industry. Linking supply chains
around the world, vessel systems integration and
automation, port automation and efficiency gains are
just some of the emerging needs.

That requires a more collaborative approach to
innovation than we are seeing today.

Innovation is clearly under way, but the transport
and logistics industry has been slower to introduce
digital innovations than many other industries.
Right now, most of the innovation on display in
shipping is setting out to optimise current business
models, rather than disrupting the status quo with
new ones.

The emergence of a tech-focused group of industry
innovation accelerator programmes has started to
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address the immediate need for financial support
when it comes to maritime development and new
business models. But just as the challenges are not
shipping specific, the solutions need not come from
within the maritime space.

Lack of progress leaves open a space for new
entrants to steal a march on shipping’s laggards,
with or without the promise of collaboration.

As other industries with close links to logistics, such
as retail, become revolutionised by digital
technology, the chances of digital disruption
engulfing the shipping industry increase.

Technology players such as Google and Microsoft
have already moved into the maritime space via
active equity stakes in several projects.
Collaboration is the preferred strategy for now, but
the introduction of new technology in the shipping
industry will only attract further new market
entrants and create new expectations among
customers, in turn opening-up for new business
models.

While the influx of new players seem unlikely to
move into asset ownership, or even operation (it
makes little sense to speculate in assets that do not
generate much direct income, offer few
opportunities for differentiation and remain empty
for prolonged periods), the promise of new entrants
identifying ways to carve out the more lucrative
elements of shipping’s digital future will ultimately
only make it more difficult for the traditional players
to return invested capital in traditional business
models.

If the predicted ‘Uberisation’ of shipping comes to
pass, shipowners who have not managed to adjust
their business models from today may well end up
being the Uber driver of the scenario.

If this seems an overly extreme scenario, then take
solace in the fact that the pathfinders are not always
the long-term winners in shipping.

In the 16th century, Portugal developed the spice
trade but the Dutch, then the English were the
long-term beneficiaries. Bulk shipping and
containerisation in the 1950s and 1960s was not led
by the established national shipping lines. The lead
was taken by a new generation of independent
owners and most of the traditional shipping lines
disappeared.

Ultimately, when it comes to innovation, only the
most agile survive.
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Frontline expects tanker volatility

FRONTLINE, a John Fredriksen-owned unit

focusing on the tanker sector, expects volatility in

the markets after posting a profit in the first quarter.

“We expect the market to remain volatile this year,
but continue to trend higher as the fleet prepares for
new regulations, US exports contribute to tonne-
mile growth and crude oil volumes return,” the

Bermuda-registered company said in a statement.

It expects the time charter equivalent earnings in

2019 to average $24,700 per day for very large crude

carriers, $20,000 per day for suezmaxes, and
$16,600 per day for long range two tankers. That
compares with $18,300, $17,300 and $14,900 seen
in 2018, respectively.

IN OTHER NEWS

Malta ratifies Hong Kong Convention
on ship recycling

MALTA has ratified the
International Maritime
Organization's Hong Kong
Convention on ship recycling,
becoming the 12th country to do
so and bringing it closer to
ratification.

The IMO HKC was designed to
set environmental and safety
standards for ship recycling and
was adopted by the IMO in 2009.

Insufficient support over the past
decade, however, means the
convention has yet to be ratified
and there is still no global
regulatory standard for ship
recycling.

Seaspan seals $1bn financing
programme

SEASPAN Corporation has
finalized a new $1bn financing
programme consisting of a
$200m revolving credit facility
and an $800m term loan facility.

The programme can also be
doubled to $2bn through
additional commitments under
the revolving credit and term loan
facilities, execution of additional
secured loan agreements and/or
issuing private placement notes,
Seaspan said in a press release.

The major container ship leasing
company said: “The programme
provides Seaspan with the
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flexibility to add, substitute and
remove vessels during the term,
subject to a borrowing base,
portfolio concentration limits,
absence of defaults, and
compliance with financial
covenants." It revealed that the
programme will initially consist
of a portfolio of 36 vessels.

Santos deal paves way for PNG LNG
expansion

AUSTRALIAN oil and gas
producer Santos has formalised
a $187m farm-in deal for the
P'nyang gas field, paving the way
for the expansion of Papua New
Guinea's sole liquefied natural
gas export project.

Santos has offered to pay $187m
for an up to 14.3% interest in
Petroleum Retention Licence 3
(PRL3), which contains the
P'nyang natural gas field in
Papua New Guinea.

It has entered into a binding letter
of intent for the PRL3 stake,
which calls for about $§120m of
the offer price to be paid up
following the execution of a sale
and purchase agreement. This is
expected to take place around
the end of June conditional on
the PNG LNG expansion entering
into front-end engineering and
design studies.

One dead after Los Angeles port blast
ONE member of the International
Longshore and Warehouse Union

was killed and another seriously
injured in an explosion at the
Fenix Marine Services container
terminal in the port of Los
Angeles on Wednesday.

The death came on First Blood,
the day the ILWU commemorates
members who have died in the
course of their work.

“We are deeply saddened to
report the death of an ILWU
longshoreman, and the serious
injury of another, following an
incident that occurred at the FMS
container terminal,” Fenix Marine
Services said in a statement.
“Our thoughts and heartfelt
condolences go out to their
families, loved ones and all of our
ILWU colleagues.”

Maersk moves inland terminals into
logistics business

MAERSK is to bring the inland
services of its APM Terminals
division under its Logistics and
Services division as it seeks to
grow its integrated logistics
business.

Inland services is a group of 36
business units in over 100
locations around the world that
provide depots, container
equipment repair, warehouses
and inland transport.

“By structurally adding inland
services to Maersk, customers
will have a seamless access to a
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wider range of logistics and
services offerings,” said chief
operating officer Sgren Toft.

Sovcomflot swings to profit as
conventional tankers gain
SOVCOMFLOT, the Russian state-
owned shipping company, swung
to profit in the first quarter as
earnings from the conventional
tanker markets rose.

It reported a net profit of $70m
compared with a loss of $16m in
the year-earlier period, the
company said in a statement.
Gross revenue rose 19% to
$410.7m, while time-charter
equivalent earnings were up 26%
to $313.9m. Profits from the
crude tanker fleet rose 53% in the
quarter.

“Whilst we remain cautious for
[the second quarter], we believe
that a sustainable market
recovery in the conventional
tanker markets appears likely
towards the end of 2019 and
through 2020," said chief
executive Sergey Frank.

Boskalis loses test case on BIMCO
charterparty invoicing period
FAILURE to challenge an invoice
within the three-week time period
specified by the recently-
introduced BIMCO Supplytime
2017 charterparty leaves a
charterer with no grounds to
dispute payment, the UK's
Commercial Court has ruled.

The Atlantic Tonjer case, formally
known as Boskalis Offshore
Marine Contracting v Atlantic
Marine and Aviation, is thought to
be the first reported case on this
standard contract.

Atlantic chartered a multipurpose
support vessel to Boskalis on the
basis of BIMCO Supplytime 2017,
which states that invoices have to
paid within 21 days of receipt,
unless the charterer gave notice of
dispute within the same timeframe
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Adani Ports gets Myanmar container
terminal approval

A UNIT of the ports arm of Indian
infrastructure giant Adani Group
has reportedly received approval
to build a container terminal in
Myanmar's main port of Yangon.

Adani Yangon International
Terminal, a subsidiary of Adani
Ports and Special Economic
Zone, received approval from
Myanmar's Directorate of
Investment and Company
Administration to build a $290m
container terminal in Ahlone on
the Yangon River, according to a
local media report.

Ahlone International Port Terminal
2 will be developed on a 50-acre
site owned by Myanmar Economic
Corporation, which also operates
another terminal, AIPT 1.

Singapore sets up cybersecurity
centre

SINGAPORE has launched a
maritime cybersecurity
operations centre as it steps up
efforts to digitalise port
operations and promote
autonomous shipping within its
territorial waters.

The Maritime and Port Authority
of Singapore has commissioned
Temasek-invested ST
Engineering to operate the new
facility, which will monitor and
correlate data.

No further details were provided
on the critical infrastructure
covered by this cybersecurity
initiative.

Lloyd's Register gets recognised
organisation status in Italy
BRITISH-based classification
society Lloyd's Register has been
awarded recognised organisation
status by the Italian flag
administration.

The move means it is now
authorised to issue statutory

certification on its behalf to all
seagoing ships sailing with the
Italian flag.

In line with its new RO standing,
LR will establish an Italy branch
of LR Group to allow it fully to
service Italian customers, it said
in a statement.

Bangladesh breakers under spotlight
after fatal blast

SHIPBREAKERS in Bangladesh
are once again in the spotlight
following an explosion that killed
two workers.

A fire broke out on the Bunga
Kelana tanker which was at the
Mahinur Ship Breaking yard in
the Chittagong area in the early
hours of May 15, according to the
NGO Shipbreaking Platform.
Flames spread from abandoned
waste oil located close to the
engine room where workers were
torch-cutting steel parts, it said.

Five workers suffered severe
burns and were being treated,
while several others might still be
missing, the group said, citing
local sources.

DryShips begins ‘future proofing'
fleet with scrubbers and ballast water
systems

DRYSHIPS, the George
Economou-led dry bulk carrier
and tanker owner, has posted a
first-quarter profit as it begins a
drydocking programme to install
scrubbers and ballast water
systems aboard its fleet.

The “future proofing" plan, as it
described the effort, is estimated
to incur 1,100 to 1,300 off-hire days
from 2019 to 2020 and cost $80m
to $100m, the company said.

It had “scheduled and started
implementing"” the programme
since the start of this year.

Pavimar acquires Triton panamax
GREECE-based Pavimar has
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acquired a 10-year-old panama
bulk carrier from Netherlands-
based Triton Navigation.

The 78,800 dwt Lake Dahlia, built
by Japanese yard Sanoyas in
2009, was one of three

panamaxes in the fleet of
Sumitomo-linked Triton, which
has two ultramaxes on order and
three product tanker
newbuilldings scheduled for
delivery this year as part of a
diversification into tankers.

Some brokers and media have
been reporting that Pavimar has
also acquired a second panamax,
the Triton Gannet, from Triton.
However, it is understood that
this is incorrect.

For classified notices please view the next page.
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Lloyd’s Law Reports and our i-law
service are the essential resource for
lawyers in shipping companies

With Lloyd’s Law Reports archive going back to 1919, essential books like Time Charters
and Voyage Charters, the ability to create folders, track your research, print and store
documents in personal folders, Maritime & Commercial on i-law.com is the leader in
maritime law research for in-house legal teams.

Our online service includes:

Key: L1 Online & Email

7"‘ High Frequency (weekly when courts are in session)
QP Lloyd’s Law Reports Plus

Lloyd’s Law Reporter & &

Y Bi-weekly
S

Lloyd’s Maritime Law Newsletter .1
Lloyd’s Law Reports .1

7.'Q Monthly
5 | Shipping & Trade Law &
i-law.com g «w

Maritime Risk International &3

S Quarterly
S

Lloyd’s Maritime and Commercial Law Quarterly &

Maritime intelligence | informa

Chinese Maritime and Commercial Law Reports

Please note that Chinese Maritime & Commercial Law Reports is only available
by separate subscription, and is not included in the package collection.

o "‘ Twice yearly
QP ThenRatification of Maritime Conventions &1

Our annual subscription service includes the full range of periodical publications listed above, and
is complemented by a digitised selection of leading maritime and commercial book titles.

Find out more
Q about.i-law.com @ +44 20 7017 7565 (EMEA) / +65 6508 2428 (APAC) @ lawsales@informa.com
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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

The Next Generation
Lloyd’s List Intelligence

Uniquely powerful vessel tracking, characteristics,
ownership and incidents data.

Lloyd’s List Intelligence =

Maritime intelligence | informa

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

Lloyd's List | Daily Briefing Friday 17th May

Page 16



