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War risk premiums poised 
to surge as Middle East 
tensions rise

RISING TENSIONS IN the Gulf and the bombing of four tankers 
earlier this month may mean a substantial — but as yet unquantifiable 
— increase in war risk premiums, according to the head of one of the 
world’s largest war risk mutuals.

Andrew Ward, chief executive of UK War Risks, said that the Thomas 
Miller-managed club had issued a notice to members last week, 
extending the Indian Ocean additional premium area for an indefinite 
period from June 1 in line with the recommendations of London’s Joint 
War Committee.

“The impact on Additional Premium rates is not yet clear, because they 
are only just starting to come into effect on some contracts. But it could 
be substantial, we think,” he said.

“Many of these areas haven’t been rated at all for several years, but just 
given the number of ships going in and out of the Gulf, this has 
potential for a sizeable impact. But we don’t know how that’s going to 
apply as yet.”

Two groups representing tanker owners and operators warned 
members to upgrade maritime security when transiting the region in a 
May 28 notice. The note cited the attack on four tankers, including two 
Saudi-flagged vessels, and a Norwegian product tanker on May 12 in 
waters off Fujairah. What actually happened has not been made clear 
and nobody has claimed responsibility, with a United Arab Emirates-
led investigation underway.
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Iran increases crude shipments to Syria
IRAN has sharply increased volumes of crude 
shipped to Syria since the US ended temporary 
waivers on May 2 that allowed eight countries to 
import limited quantities of sanctioned oil.

Three shipments have been identified this month via 
global satellite imagery discharging crude cargoes 
off the Syrian port of Baniyas, as Iran seeks to 
circumvent sanctions by finding new markets and 
using tactics to obfuscate vessel movements and 
evade scrutiny.

Exports plunged this month to the lowest in 30 
years as the American sanctions crippled Iran’s oil 
trade, forcing Tehran to seek alternative buyers of 
crude and condensate. Volumes stored onshore and 
on idle vessels off its coast are also climbing.

Iranian-flagged suezmax tanker Sanan was the third 
tanker laden with Iranian crude that has discharged 
off the Syrian port of Baniyas in May, according to 
Tankertrackers.com, which used global satellite 
imagery to identify the vessels.

WHAT TO WATCH

The vessels were damaged by a “sub-surface 
explosive device placed by either a remotely-
operated vessel or diver” with the attack well 
planned and co-ordinated, Intertanko and the Oil 
Companies International Marine Forum said in the 
note.

“While Waterborne Improvised Explosive Devices 
(WBIED) have been used against vessels in the 
Southern Red Sea, the use of a sub-surface drone 
would require a higher level of sophistication,” the 
report added.

The US has attributed the attack to Iran or its allies, 
although nobody has claimed responsibility. While 
Saudi Arabia, the UAE and Kuwait have denounced 
the “act of sabotage” they have not said who they 
believe to be responsible.

Norwegian insurers also signalled higher insurance 
costs for vessels calling at Middle East ports.

Svein Ringbakken, managing director of Den Norske 
Krigsforsikring for Skib, a substantial Oslo-based 
war risk club, said in a telephone interview: “We 
take the same view as the London market and we’ll 
take the same actions. We concur with their opinion 
that there appears to be an enhanced threat for the 
time being.

“We are definitely going to enlarge the area where 
it is possible to take additional premiums, and 
there will be some additional premiums levied 
over time.”

However, the level of likely increase has not yet been 
decided, pending a rating discussion at the marine 
mutual.

“I doubt it will be anything dramatic, but certainly 
there will be additional premiums for port calls in 
the area.”

Earlier this month, a DNK report that explicitly 
attributed the Fujairah attacks to Iran’s élite Islamic 
Revolutionary Guard Corps was leaked to the media. 
But Mr Ringbakken declined to comment on the 
document.

The UK War Risk circular stipulated that Oman, the 
Gulf and adjacent waters west of Longitude 58°E, 
the UAE, the Gulf coast of Saudi Arabia and the Red 
Sea coast of Saudi Arabia all now attract AP, 
excluding transits in the last-named case.

Parts of the Middle East were already subject to war 
risk premiums, but the expansion, first decided 10 
days ago, was the first since June last year and the 
most comprehensive since the Iraq conflict.

Some 16.8m barrels per day of crude transits 
through the strait of Hormuz, while Fujairah is a 
significant bunker hub and floating storage area for 
the region, with more than 100 vessels at anchor off 
the port at any one time.

One of the four tankers damaged was the Saudi-
flagged, Bahri-owned very large crude carrier 
Amjad. Satellite images from Finnish company 
IceEye released last week showed the tanker leaked 
oil after the bombing. AIS data from May 12 to May 
24 showed the vessel had not moved. The vessel has 
not been transmitting for the past four days.

The radar satellite showed a significant slick, IceEye 
told the BBC. The vessel was not laden when 
attacked, suggesting the leak was fuel oil.
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The Sanan had only once emitted satellite signals 
from its AIS transponder during the entire voyage 
duration - when transiting the Suez Canal - thus 
avoiding detection when cargoes were loaded and 
discharged.

The tanker was carrying about 1 million barrels of 
crude, and joins the suezmaxes Sabiti and Masal, 
which satellite images showed arrived at Baniyas on 
May 11 and May 5 respectively. All vessels are owned 
by the National Iranian Tanker Co (NITC) which has 
a fleet of 67 ships, all subject to sanctions.

Iran’s crude and condensate exports over May are 
tracked at just 130,000 bpd shipped on three 
vessels, according to Lloyd’s List Intelligence. NITC 
has used clandestine ship-to-ship transfers in waters 
off the United Arab Emirates and Malaysia, in 
addition to turning off AIS transponders on its fleet, 
to increase opacity over its export volumes.

May’s deliveries to Syria are the first seen since 
January, according to Samir Madani, co-founder of 
Tankertrackers.com. Syria is currently subject to EU 
trade and financial sanctions.

“Even though Iran’s exports are now preliminarily at 
rock-bottom levels during May due to the US ending 

sanctions waivers, we believe that they’ll use their 
fleet of tankers to deliver more crude oil to Syria in 
the future as they’re quickly running out of storage 
space back home,” he said.

Less than ten Iran-Syria crude shipments were 
identified over August to November last year but 
none were noted from February through April, data 
show.

The Paris-based International Energy Agency 
estimated earlier this month that the pace of overall 
Iran exports in May was seen at about 475,000 bpd. 
About 300,000 bpd said to be “off the grid”, 
according to data analytics firm, Vortexa.

China, which until May had been the biggest buyer 
of Iranian crude alongside India, seems set to be the 
first to breach the US sanctions. The very large crude 
carrier Hasna, which loaded at Kharg Island, is 
signalling it’s at anchor at the port of Ningbo.

Lloyd’s List Intelligence data shows that Iranian 
exports have already halved since the US announced 
in mid-2018 it was reimposing sanctions from 
November. Exports reached a post-sanctions peak of 
3.2 million bpd in February 2017, before plunging to 
1 million bpd in April, just before the waivers ended.

Australia LNG looks to capitalise on 
US-China tariff tiff advantage
AUSTRALIA’S LNG sector is making the most of its 
current status as the net beneficiary of the US-China 
trade tariff war.

Liquefied natural gas importers now consider 
Australia more favourably as a supply source, both 
politically and economically, following China’s 
move to raise tariff on imports of the fuel from the 
US, the chief executive of Australia’s largest LNG 
producer said during his keynote speech at one of 
the industry’s biggest events in Brisbane on 
Tuesday.

Woodside’s chief executive Peter Coleman told 
reporters that the company’s two new projects, 
Scarborough and Browse, were “very competitive” 
cost-wise against new LNG capacities planned 
elsewhere outside Australia.

“The tariffs China has imposed on LNG imports 
from the US help in this regard,” Mr Coleman said at 
a press conference held in conjunction with APPEA 
2019, alluding to the rise of the US as the world’s 
fastest expanding LNG exporting country.

China has raised the US LNG tariff to 25%, up from 
10% initially after its latest trade talks with the US 
failed to yield a compromise.

These have dented, among others, chances of 
Cheniere Energy’s Corpus Christi Stage 3 expansion 
securing an $18bn long-term offtake with Sinopec 
that was packaged in the trade talks.

In a pointed jibe at his US counterparts Mr Coleman 
said that Australian exporters “don’t use energy supply 
as a negotiation tool” and that this further enhanced 
the security and reliability of supply to LNG buyers.

Prior to the fallout in the trade talks, Wood 
Mackenzie estimated that the US had some 30m 
tonnes per annum of new LNG export capacities 
seeking final investment decisions this year.

However, developers are slowing the sanctioning of 
new LNG export capacities in the US on the back of 
its escalating trade spat with China. Analysts have 
warned of delays in marketing LNG from new 
projects in the US.
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Woodside on the other hand, said in January that it 
was looking to sanction Scarborough next year. The 
additional feed gas from Scarborough will support 
the construction of a second train of up to 5m 
tonnes per annum capacity at the Pluto LNG plant.

Browse is waiting on regulatory approval and will 
export feed gas from three fields with some 13.9trn 
cu ft of dry gas resources to the existing North West 
Shelf LNG facility.

Mr Coleman said efforts had been made to shave 
project costs for Scarborough and Browse 
substantially, which bolstered their competitive 
standing against new LNG projects elsewhere.

Both Scarborough and Browse were once considered 
as potential hosts for floating LNGs. But Woodside 
has now decided to expand existing LNG plants to 
process gas from the two fields.

Mr Coleman conceded that a net-zero-emission 
policy for LNG export projects under review by the 
government of Western Australia can potentially set 
back progress in the Browse project.

Woodside’s call to process Browse feed gas onshore 

at NWS LNG (the North West Shelf project) in 
Western Australia instead of pursuing a floating 
LNG facility has exposed this project to this policy 
mooted by the host state government.

Much of the political discourse in Australia has 
concentrated on slashing carbon emissions to match 
up to the Paris Accord’s target.

Yet, as Mr Coleman argued, Australia can do a lot 
more to improve its environment if it has looked at 
expanding emission control areas at its ports.

“The only ECA is around the Sydney harbour and 
that was implemented because people living in the 
vicinity were sick of waking up to the smell of diesel 
fuel from the ships.”

Woodside is promoting the use of LNG as a marine 
fuel under a Green Corridor joint industry project 
mooted for ships plying trades between WA and 
northeast Asia.

“We need one of the large shippers to commit to 
fuelling their ships with LNG and this is where the 
government can help with implementing policies,” 
he said.

ANALYSIS

CMA CGM and MSC to join TradeLens
MAERSK’s blockchain-backed digital platform 
TradeLens has received a major boost after being 
joined by both Mediterranean Shipping Co and CMA 
CGM.

The move, which comes just a day after the Danish 
carrier joined MSC and CMA CGM in investing in 
container tracking device manufacturer Traxens, 
marks a significant development in the ongoing 
digitalisation of container shipping.

With CMA CGM and MSC onboard, as well as 
smaller carriers such as Pacific International Lines 
and Zim, data for nearly half of the world’s ocean 
container cargo will be available on TradeLens, 
which Maersk developed in collaboration with IBM.

“The addition of CMA CGM and MSC will provide a 
significant boost to the TradeLens vision of greater 
trust, transparency, and collaboration across supply 
chains to help promote global trade,” Maersk said in 
a statement. “The companies will promote 

TradeLens and create complementary services on 
top of the platform for their customers and 
partners.”

TradeLens was launched last August but there were 
initial concerns that Maersk’s dominance of the 
project would put other lines off joining what would 
become a de-facto Maersk standard. But the 
development of the Digital Container Shipping 
Association, and MSC and CMA CGM’s seats on the 
advisory board, appear to have allayed some of those 
fears.

In an interview with Lloyd’s List, Maersk GTD chief 
executive Mike White said that the addition of two 
more of the top five carriers in the world would help 
with the perception that TradeLens was dominated 
by Maersk.

“Having CMA CGM and MSC join reinforces that we 
are on the right track,” Mr White said. “It underscores 
that TradeLens is a truly neutral platform.”
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Discussions were being held with other carriers, he 
added. “We hope others will join.”

Nevertheless, it was too early to declare victory in 
establishing a one-size-fits-all blockchain 
environment.

“There are other initiatives out there,” Mr White said.

The closest rival to TradeLens is the Global Shipping 
Business Network, of which CMA CGM is a member, 
along with Cosco, Evergreen and Yang Ming, but 
little progress has been seen since its original launch 
last November.

Adding two large carriers to TradeLens would make 
the entire ecosystem more data-rich, Mr White said.

“We already record 10m events a week and are 
processing 100,000 documents,” he said. “There are 
a lot of opportunities to benefit from increased 
visibility on events in the supply chain.”

In joining TradeLens, CMA CGM and MSC will 
operate a blockchain node, participate in consensus 
to validate transactions, host data, and assume the 
critical role of acting as trust anchors, or validators, 
for the network.

The two companies will also be on the TradeLens 
advisory board, which will include members across 
the supply chain to advise on standards for 
neutrality and openness.

“Digitisation is a cornerstone of the CMA CGM 
Group’s strategy to provide an end-to-end offer 

tailored to our customers’ needs,” said CMA CGM 
vice president Rajesh Krishnamurthy. “We believe 
that TradeLens, with its commitment to open 
standards and open governance, is a key platform to 
help usher in this digital transformation. TradeLens’ 
network is already showing that participants from 
across the supply chain ecosystem can derive 
significant value.”

MSC chief information officer André Simha said 
digital collaboration was the key to the evolution of 
the container shipping industry.

“The TradeLens platform has enormous potential to 
spur the industry to digitise the supply chain and 
build collaboration around common standards,” Mr 
Simha said. “We think that the TradeLens Advisory 
Board, as well as standards bodies such as the 
Digital Container Shipping Association, will help 
accelerate that effort.”

But while carrier participation was critical, it was 
also important to note that TradeLens relied on 
participation from across the supply chain, said 
Maersk chief commercial officer Vincent Clerk.

“Increasing ease of doing business for our customers 
and providing visibility across the container journey 
is at the centre of the Maersk strategy,” Mr Clerk 
said. “And TradeLens is all about that in its aim to 
transform the supply chain industry and provide 
value to all players, from freight forwarders, to ports 
and terminal operators and inland transportation 
providers, to customs and other governmental 
agencies, and ultimately to the customers 
themselves.”

Traxens gets third carrier backer
CONTAINER tracking device manufacturer Traxens 
has received a further boost in its efforts to become 
the standard bearer for internet of things devices 
following Maersk’s decision to invest in the 
company, joining CMA CGM and Mediterranean 
Shipping Co as a shareholder.

The agreement will see Maersk invest capital in 
Traxens, in which it will have similar shareholder 
rights as CMA CGM and MSC. Maersk has also 
committed to order up to 50,000 Traxens devices, a 
similar order to those placed earlier by CMA CGM 
and MSC.

“Having three of the world’s largest shipping 
companies now supporting us will help accelerate 
our international development and contribute to our 

solution becoming a global market standard for the 
entire supply chain,” said Traxens general manager 
Jacques Delort.

Traxens will now further focus on strengthening its 
solution and drive interoperability based on non-
proprietary technologies and open standards, the 
company said in a release.

“The development of Traxens as an open 
industry solution will benefit the strategic 
ambition of digitising the container shipping 
industry,” it said.

Maersk vice-president Ingrid Uppelschoten 
Snelderwaard said creating visibility into the 
condition and location of containerised cargo was 
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critical to Maersk’s strategy of offering digital 
end-to-end solutions.

“Having pioneered IoT technology in our reefer fleet, 
we are excited to join Traxens and collaborate on the 
huge potential within connected containers,” she said. 
“With this investment we look forward to working 
with key industry players to advance a leading 
solution within connected products and technologies 
for high value cargo, while ensuring customer choice 
through interoperability and open standards.”

Compatibility between devices has become a major 
concern among carriers, which will often ship 
containers on vessels other than their own under 
slot sharing and alliance agreements.

The recently launched Digital Container Shipping 
Association has put interoperability between IoT 
devices as one of the top items on its agenda of 

standardisation so that rival devices can work 
together using agreed standards.

Separately, Israel-based container line Zim 
announced today that it had ordered 500 Star Cool 
Integrated Reefers from Maersk Container Industry 
to develop its reefer segment.

“We are expanding our fleet of ZIMonitor containers 
to accommodate our customers’ growing demand for 
our exclusive ZIMonitor service, and we are sure 
MCI’s highly advanced and energy-efficient Star 
Cool Integrated reefers will be a great addition to 
our equipment fleet,” said Zim container fleet 
manager Dan Bartal.

Star Cool technology had around 300,000 units in 
operation across more than 40 container lines, 
leasing companies and multinational fruit 
companies around the globe, Maersk said.

Transpacific traders and carriers 
face uncertain times
OCEAN freight’s prospects for demand growth on 
the transpacific have significantly weakened in the 
last few weeks due to the new uncertainty created by 
the revival of the US-China trade war, container 
shipping analyst Drewry highlighted today.

It said “the naïve hope” that the US-China trade war 
was over had quickly vanished, leaving “an 
unpredictable situation for carriers” in the Asia-
North America trade — and for the cargo owners 
and logistics companies whose cargo fills their ships, 
that Drewry believes may engage in a further round 
of front-loading or “trade substitution” in order to 
avoid paying new higher tariffs.

Drewry noted that “it had seemed that the flames of 
the trade war between the US and China were being 
dowsed following talks between the two sides that 
promised to deliver an accord, only for that cosy 
assumption to be shattered on 5 May when President 
Donald Trump took to social media”.

Frustrated by a perceived lack of progress, President 
Trump announced that all existing tariffs would 
almost immediately be set at 25%  – effectively 
raising tariffs on the second tranche of around 
$200bn of Chinese goods that were originally 
pegged at 10%, whereas the first tranche of $50bn 
was already set at 25%  — while also preparing the 
ground for all so-far untouched goods to get the 
same treatment, Drewry noted.

“If the ratcheting up of tariffs is simply a negotiating 
tactic by President Trump designed to speed up a 
deal, it is an extremely bold move and one that 
seems unlikely to succeed judging by the feisty 
soundings coming out of Beijing,” Drewry observed. 
“As other commentators have noted, the quarrelling 
between the two largest economies is less about 
trade and more a full-blown power struggle for 
world hegemony. Given the high stakes, it is hard to 
see either side backing down, making it far more 
likely that the situation will worsen.”

It added: “Carriers and cargo owners are caught in 
the cross-hairs, the unpredictability making it 
almost impossible to second-guess the best 
approach to minimise the damage. Shipping lines 
operating in the transpacific fared well out of the 
chaos last year as, despite some operational 
challenges, they benefited from rapidly escalating 
freight rates as shipments were front-loaded to beat 
tariff deadlines.

“It is unlikely they will be beneficiaries this time 
around. Containerised goods were less exposed to 
the extra duties last year, mostly residing in the 
second tranche at 10% and virtually offset by a 
devaluation of the Chinese currency, meaning that 
demand for Chinese goods moved in containers 
continued to rise. That would not be the case if the 
tariff blanket rises to 25% for all goods; some 
reduction in demand has to follow.”
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Drewry observed that in April, Maersk Line chief 
executive Søren Skou had said that his company 
foresaw the new tariffs dragging global container 
growth down by as much as one percentage point. 
Based on previous impact analysis, Drewry 
calculates that a 10% increase in US import prices of 
goods from China results in a 6% decline in teu 
volume from China to the US over time, holding all 
other factors constant. “With tariffs of 25% the 
potential teu contraction would be around 15% for 
that leg alone,” Drewry noted.

Other logistics observers have highlighted that 
tariffs are based on the wholesale import value of 
goods, not on their ultimate retail value, with some 
US retail experts indicating that a 25% tariff may 
only result in an increase in effective retail prices or 
perhaps 2%-3%.

Drewry noted that that “if exporting directly from 
China becomes uncomfortably expensive for the US 
importer, they may consider re-routing products 
through Taiwan, Vietnam or some other place where 
final assembly could take place. These goods could 
then be shipped to the US, avoiding the tariffs.

“Therefore, some trade substitution will keep a 
portion of the trade within the Transpacific market, 
but these far smaller markets cannot replicate what 
China does quickly or cheaply.” Drewry said it would 
provide a more in-depth impact assessment in the 
upcoming Container Forecaster report, to be 
published at the end of June.

Focusing on the Asia to east coast North America 
trade, Drewry noted that the effects of last year’s 
pre-tariff pre-loading had fallen away rapidly in the 
first quarter of this year, commenting: “The heady, 
tariff-induced days of late 2018 in the Asia to East 
Coast North America trade quickly evaporated in 
1Q19 [first-quarter 2019] as volume growth shrank 
to 3.6% year-on-year, down from the stellar 4Q18 
[fourth-quarter 2018] performance of 18.1%.

“However, more recent US-only data from PIERS 
shows that demand rebounded very positively in 
April, with shipments to the US east coast alone 
rising by nearly 20% year-on-year. It would appear 
that more shippers are returning to the all-water 
option with volume growth to the US west coast 
falling by around 2%, [year on year], in April.

“Demand weakness in February and March sent the 
rolling 12-month average on a tailspin, but the early 
indications suggest that it will right itself when 
April’s data is fed in.”

Drewry said it appeared that lines had 
responded appropriately to these patterns in 
recent weeks, noting: “Having kept capacity 
broadly flat in the early months of 2019, it seems 
that carriers had a good idea that the trade would 
rebound as the available eastbound slots was 
pumped up by 8% in May, although in most cases 
this was simply the result of missed voyages 
returning to service.”

Drewry continued: “It remains to be seen how 
carriers will react to the tariff situation, but they will 
be wary of how average ship utilisation fell during 
1Q19 and the impact it had on spot rates that 
dropped to their lowest point since June 2018 in 
March. Having been in a position where ships were 
full at the turn of the year, by March load factors 
were hovering around 85%.

“The mini-recovery in rates in April that has mostly 
held during May indicates that ships are fuller now, 
but we expect that carriers will be considering some 
capacity retrenchment to counter potential lost 
traffic as a result of the trade war.”

Drewry concluded: “Demand growth prospects in 
the transpacific are significantly weaker than they 
were a few weeks ago. Carriers will be debating 
whether to draw back on capacity needs as we 
speak.”

Consortia rules boost carrier efficiency
THE position the European Commission takes on 
the Consortia Block Exemption Regulation matters 
for EU businesses and for businesses and public 
policies elsewhere. The main driver to be 
considered in the policy options is trade, writes 
Trevor Heaver.

In the executive summary of their submissions to 
the commission, the World Shipping Council and 
other shipowner associations cite several features of 
liner shipping that make vessel sharing or consortia 
necessary as “a tool for maximising efficiency in 
liner shipping”.

OPINION
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The features cited are challenges dealt with by many 
industries. Curiously, these features do not appear 
as arguments in the main body of the submission. 
Nor should they. They are features that make the 
provision of efficient services challenging in many 
businesses.

The distinctive economic feature of liner shipping is 
the propensity for excess shipping capacity, 
particularly in times of trade growth.

Since vessels provide capital and operating economies 
of scale, trade growth makes a new, larger ship the 
most efficient vessel, even if it uses the same 
technology as the previous generation of ships. This is 
recognised as a source of market instability.

The economies of scale in shipping give rise to 
excess capacity in liner shipping. Alliances have 
enabled the survival of more companies, benefiting 
competition. Today, as in previous periods, vessel-
sharing agreements have not been the driver of 
increased vessel sizes.

The driver has been the cost saving available to lines 
in larger advanced ships to service increased trade.

Alliances have also enabled lines to meet the needs 
of shippers for more extended services while dealing 
with fewer, not more, service providers. Shippers 
demanded lines with extended networks. Thus, in 
1995, when the formerly Pacific-focused carrier APL 
entered into a slot charter to serve Europe, it did so 
with the explicit statement that this was because of 
requests from shippers seeking to use fewer lines 
even as the reach of their trade extended.

Slot sharing agreements and alliances enabled lines 
to extend their networks and to add to the number of 
competitors on routes, without adding capacity and 
causing rate wars.

While the fundamental reasons for alliances are the 
economies of scale (lower rates) and the scope for 
networks (serving global logistics), the interests of 
shippers and policy makers include other matters.

Are the benefits derived from scale and scope 
realised sufficiently beyond just the carriers, and are 
they worth other costs? The reality is that there is no 
clear answer and judgment must be used.

Many costs are raised in the International Transport 
Forum’s impact report, although some of the 

arguments about the negative effects of block 
exemption are as spurious as those in favour raised 
by the WSC.

Inevitably, however, increases in ship size and the 
space sharing among lines have their downside for 
aspects of liner service. The former cannot be 
ascribed to alliances. They include the long-term 
issues for ports and shippers associated with 
changes in vessel routing and the number of calls as 
vessel sizes have increased.

Transhipment ports, in particular, have always been 
vulnerable. That the vulnerability of ports may be 
aggravated by the uneconomic behaviour of some 
ports is not the fault of lines, even if encouraged by 
them.

Issues specific to alliances include the challenges 
of managing vessel service reliably when lines with 
different operating practices become 
interdependent. It takes time to engage effectively, 
especially in times of low but volatile demand, as 
happens under uncertain trading regulations. 
That sailing times tend to gravitate towards a 
norm is a reflection of competition in a market 
with limited effective demand for service 
segmentation.

Service differentiation is offered through premium 
inland connections and services but only where 
there is a sufficient market.

The Hanjin bankruptcy has led to the case for 
alliances to establish contingency plans that 
guarantee that all cargo on board an alliances 
vessels will be discharged in ports as planned. 
Ensuring that effective plans exist is, perhaps, an 
instance where investigatory action and response 
when warranted is appropriate, as is done in the 
US.

Alliances in shipping are creating problems for 
policy makers. They face conflicting self interest 
claims. But alliances remain an efficient solution for 
shipping lines dealing with economies of scale and 
the need for service networks. As such, it seems 
likely that the extension of block exemption 
regulation is appropriate.

Trevor Heaver is Professor Emeritus, University of 
British Columbia. This article is based on a public 
lecture at the Department of Transport and 
Regional Economics, University of Antwerp
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LNG forecast to make up 80% 
of global gas trade by 2040
THE International Energy Agency predicts 
seaborne exports of liquefied natural gas will make 
up 80% of global natural gas trade over the next 
two decades as opposed to volumes transported via 
pipelines.

IEA deputy executive director Paul Simons also 
added at the APPEA 2019 conference held in 
Brisbane that three exporters — Australia, Qatar 
and the US will account for half of the world’s LNG 
exports by 2040.
He further explained at a press conference that this 
prediction builds on the IEA’s view of the LNG 
market in the longer run, notwithstanding the 
recently escalated US-China trade spat.

The IEA also sees the increasing LNG trade volume 

as feeding on demand for the super-chilled fuel, 
which will be viewed as a bridging energy source as 
the world’s economy seeks to transition to a low-
carbon future.

Mr Simons pointed out that renewables are not 
growing fast enough to keep up with increasing 
energy demand.

As a testament to this view, natural gas accounted 
for about 45% of the rise in energy consumption last 
year.

In 2018, global energy demand rose 2.3%, the fastest 
pace of growth seen this decade.

MARKETS

Regasified LNG only a bridging solution 
to southern Australia’s gas woes
AUSTRALIA’S leading electricity provider, Origin 
Energy, has said it does not rule out taking in 
regasified liquefied natural gas from the first such 
import facilities being developed in the country, but 
its chief executive does not see this as the best 
solution in the long run.

Managing director and chief executive Frank 
Calabria told reporters that talks are ongoing with 
the owner of the Port Kembla floating regasification 
project alongside other providers of different sources 
of natural gas supplies.

Touted as the first LNG import terminal in the state 
of New South Wales, Port Kembla will feature a 
floating storage, regasification unit on charter from 
Höegh LNG.

At a press conference held at the APPEA 2019 Oil 
and Gas Conference in Brisbane, Mr Calabria 
described such regasification facilities as “a potential 
source of gas” to supply to southern Australia.

But he does not see such imported sources as “a 
solution for lowering gas prices”, particularly not in 
“the southern market, where there is a lack of oil and 
gas exploration”.

Australia, as the second-largest LNG exporter 
after Qatar, is set to resort to importing the 
super-chilled fuel to meet demand along its 
southern coast because most of its producing gas 
fields lie in the northeastern and northwestern 
states.

Earlier this month, the Australian Competition 
and Consumer Commission predicted that 
domestic gas prices may almost double over the 
next year.

Mr Calabria considered encouraging more gas 
supplies to flow into the market as the more 
appropriate solution to lower domestic gas prices.

To this end, he added that Origin Energy has 
been working with the government to 
“encourage exploration” in upstream oil and gas 
acreage to open up future sources of domestic gas 
supplies.

But these will take years to materialise and 
Australia has turned to regasified LNG imports 
as one bridging supply source to tide over 
shortages seen in the states of New South Wales 
and Victoria.
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IN OTHER NEWS
CSSC Shipping seeks $250m 
valuation in Hong Kong IPO
CSSC (HONG KONG) SHIPPING 
wants to raise more than HK$2bn 
($253m) in an initial public 
offering to help fund its ship-
leasing business.

The company plans to issue 
about 1.5bn shares on the Hong 
Kong Stock Exchange at a price 
range of HK$1.34 to HK$1.42 
each, with an over-allotment 
option for an additional 230.1m 
shares, which can be granted to 
international underwriters.

Excluding the option and 
assuming an issue price at 
HK$1.38, the mid-point of the 
offer price range, net proceeds 
are estimated to be about 
HK$2bn, said CSSC Shipping in a 
prospectus.

Venture Global secures $1.3bn 
Calcasieu Pass investment
US LIQUEFIED natural gas player 
Venture Global LNG has secured 
a $1.3bn equity investment in its 
10m tonne per year Calcasieu 
Pass LNG export facility.

The company has reached a deal 
with private equity firm 
Stonepeak Infrastructure 
Partners, they said in a joint 
announcement Tuesday.

The Louisiana facility is already 
“significantly advanced” in 
construction and module 
manufacturing thanks to the 
$855m previously raised, said 
Venture Global co-chief executive 
Bob Pender.

Star Bulk agrees acquisition of 11 
bulkers from Kelso
STAR Bulk Carriers has agreed to 
acquire 10 supramaxes and one 
ultramax from Delphin Shipping, 
the dry bulk investment vehicle of 
New York-based private equity 
firm Kelso & Company.

The $139.5m deal, which is 
expected to complete within 
June, will take Star Bulk’s fleet to 
120 vessels on a fully delivered 
basis and will double the 
contingent of supramaxes.

Greece-based Star Bulk has been 
careful with cash recently and 
has said that it was able to 
proceed with stock repurchases 
this year as a result of not 
exercising call options it held to 
buy four further capesizes from 
ER Capital Holding.

Safe Bulkers posts profit despite 
weak dry market
SAFE Bulkers, the US-listed 
owner of 42 dry bulk carriers, 
stayed solidly profitable during a 
first quarter that it described as 
riddled with market problems and 
uncertainties.

The Polys Hajioannou-led 
company beat a consensus of 
analyst forecasts with $5.5m of 
net income after revenues 
increased by 11% in comparison 
with the first quarter last year.

On an adjusted basis, a $5.7m 
profit and earnings per share of 
$0.03 matched the first-quarter 
result of a year ago.

Ten killed in China shipyard accident
TEN workers were killed and 19 
injured by a carbon dioxide leak 
while maintenance work was 
being carried out at a shipyard at 
Longyan Port in Weihai in China’s 
Shandong province.

According to Lloyd’s List 
Intelligence’s Casualty 
Reporting Service, the incident 
occurred on the 1994-built, 
69,000 dwt bulk carrier Jin Hai 
Xiang on May 25. A press 
release from the Weihai 
Municipal government said the 
leak in the fire containment 
system caused the casualties.

Lloyd’s List Intelligence cited 
reports as saying that local 
authorities have detained a crew 
member who allegedly did not 
follow standard operating 
procedures during 
maintenance work, which led to 
the leak.

The press release said the third 
officer had been detained and the 
Shandong Provincial authorities 
have sent a team to probe the 
incident while investigations are 
ongoing.

Methanol fuel group selects nine 
vessels for research
THE development of methanol as 
a marine fuel is steaming ahead 
with the Netherlands-based 
research consortium Green 
Maritime Methanol picking nine 
ships for a new project.

The trial vessels will comprise 
new designs, newbuildings as 
well as existing ships of Boskalis, 
Van Oord, the Royal Netherlands 
Navy and Wagenborg Shipping, 
GMM said in a press release.

The vessel sizes vary in length  
between 40 m and 160 m, with 
tonnage in the range 300 dwt-
23,000 dwt and installed power 
from 1 MW to 12 MW. Research 
for these ships will start with 
determination of the cost for 
implementation and use of 
methanol fuel systems. The 
results of this research will be 
compared with low-sulphur 
marine diesel.

Each of the ships has its own 
specific operational profile, 
providing a specific insight into 
the feasibility of methanol for 
certain ship types, sailing routes 
and cruising speeds. The 
analysis will be made on cargo 
vessels, ferries, dredgers and 
support vessels operating in 
coastal waters.
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Former Rickmers chief executive Van 
Meenen to join MPC Capital Board
IGNACE Van Meenen, the last 
chief executive of now-collapsed 
boxship giant Rickmers Holding, 
is set to joint the board of MPC 
Capital, the German investment 
house with a substantial stake in 
MPC Container Ships.

However, Belgian-born Mr Van 
Meenen’s responsibilities will not 
be shipping-focused, and his 
work will instead concentrate on 
MPC’s real estate and 
infrastructure activities, the 
company said in a statement.

The appointment will be effective 
from June 1.

Vallianz warns of full-year loss due to 
impairments
STRUGGLING Singapore oil and 
gas service provider Vallianz 

Holdings has issued a profit 
warning ahead of its full-year 
results for financial year 2019 as 
it takes charges on its assets due 
to continued weak market 
conditions.

“The group has completed an 
in-depth evaluation of the 
carrying value of certain of its 
assets that comprise fixed assets 
and investments, in light of the 
continued challenges and slow 
recovery in the offshore and 
marine market,” the company 
said in a stock market 
announcement.

Vallianz said it expects to record 
non-cash impairment expenses 
due to this re-assessment and 
will post a significant net loss for 
full-year 2019 but will still report 
profits at the operating level if the 
impairments are not factored in.

Danaos Corporation signs $150m sale 
and leaseback deal with EnTrust 
Global
DANAOS Corporation has 
signed a $150m sale-and-
leaseback deal with EnTrust 
Global, covering the boxships 
Hyundai Respect and Hyundai 
Honour.

The move marks ETG’s first sale 
and leaseback transaction in the 
Greek shipping market, according 
to a statement from shipping law 
firm WFW, which acted as adviser 
for the alternative investment 
firm.

Danaos will put the proceeds to 
various uses, including the 
partial refinancing of loans 
secured on the vessels, both of 
which are on long-term 
charter to Hyundai Merchant 
Marine.

For classified notices please view the next page.
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