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Tanker attack report highlights
risks to Gulf tanker fleet

TANKERS FLYING THE FLAGS of Middle East countries allied to the
US appear to be at greatest risk of attack in the waters off the Persian
Gulf, based on the preliminary findings into the May 12 bombing of
four vessels at anchorage off Fujairah.

The investigation concluded that teams of divers deployed from fast
boats deliberately targeted the four tankers in premeditated strikes,
precisely placing limpet mines where they would incapacitate the ships
but not sink them or detonate cargoes.

The United Arab Emirates, Norway and Saudi Arabia told the United
Nations Security Council on June 6 that there were “strong
indications” the attack was “part of a sophisticated and co-ordinated
operation carried out by an actor of significant operational capacity,
most likely a state actor”. The findings stopped short of linking Iran to
the attacks.

“This is quite logical and fits with our interpretation that it was a
calculated and deliberate warning of capacity,” said Neil Roberts,
head of marine underwriting from the Lloyd’s Market
Association.

The Joint War Risk Committee met last week to review the situation
but have taken no further action. Since May 24, marine insurers have
updated and expanded war risk areas in Saudi Arabia, the UAE and
waters of Oman. Vessels transiting these areas must notify
underwriters who can levy additional premiums.

Ship profiling is already going on, Mr Roberts said, with the vessel type
and flag registration carrying different weight for insurers determining
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the additional premium, which is applied as a
percentage of value of the vessel.

Two Saudi-owned tankers, including a very large
crude carrier, a Norwegian-flagged product tanker,
and a UAE bunkering tanker sustained damage,
with explosives all detonating within an hour of
each other, the report concluded.

The ships were 12 nautical miles off the UAE
coastline, and among nearly 200 vessels at anchor at
the time.

The report found operatives pre-selected their
targets, and there was a high degree of
sophistication, with minute knowledge of the ships’
designs.

There are unverified reports that the Norwegian-
flagged vessel was mistaken for another tanker of
Middle East ownership that had just sailed from the
area.

London’s war risk insurers are “very concerned”
about the attack, reflected in their swift decision to
give marine insurers the right to include additional
regions in listed areas, said Stephen Askins, a
London-based maritime lawyer specialising in
terrorism and piracy.

There was also great uncertainty about whether this
was a one-off event, or whether it could signal a
pattern of behaviour in the region, making it difficult
to rate.

“It’s all part of the posturing and sabre-rattling,”
he said. The fact that mines were attached to the
stern of one tanker, a solid part of the vessel,

showed that the intention was not to cause
damage. Certain ships would now be viewed as
being at greater risk than others he added.

However, there was no change in liability from a
commercial legal perspective whether the report
attributed the attack to a “state actor” or to
terrorists, Mr Askins said.

Although US national security adviser John Bolton
said on May 29 that Iran was behind the explosions
on the tankers, the country’s government has denied
any involvement and no group has admitted
responsibility.

“We don’t know the origin (of the attackers) but
there’s clearly tension in the region and while there’s
tension in the region we need to deal with it on a
case by case basis,” Mr Roberts said.

The two Saudi tankers, the 299,795 dwt Amjad and
58,141 dwt Al Marzoqah are owned and operated by
national Saudi shipowner Bahri. Its fleet of 96
vessels regularly ply the Strait of Hormuz through
which 16.8m bpd of crude flows, making it a crucial
energy artery.

The 47,210 dwt Norwegian-flagged product tanker
Andrea Victory and UAE-flagged bunker tanker A.
Michel were also damaged.

Kuwait, which has also condemned the attacks,
has a national fleet of 37 crude tankers including 11
VLCCs via the Kuwait Oil Tanker company. The
kingdom has been most outspoken about the event,
along with Saudi Arabia and the UAE.

The investigation remains ongoing.

WHAT TO WATCH

Ship finance faces ‘unsustainable paradox’

MARKET and regulatory pressures will increase
ship lending costs, as financiers face an
unsustainable paradox, according to one of the
leading banking figures in the industry.

DNB global head of shipping Christos Tsakonas said
during a panel discussion that senior shipping
lenders are either leaving the market or reducing
their portfolios, leaving those left to compete for the
same high-quality clients and causing pressure on
the markets.
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Pressure is compounded by new regulations slapped
on banks during the past few years that force them
to set aside even more capital.

“Yes, competition is bringing markets down. I do not
think it is sustainable and I think over time you will

see markets picking up. I think they will have to,” he
said during the Marine Money conference in Oslo.

Société Générale global head for shipping and
offshore Paul Taylor argued that one of the reasons it
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is unsustainable is because banks are taking on
more risk than usual now.

As examples, shipping is undergoing “huge
technological changes” and charters in the liquefied
natural gas sectors are becoming shorter making
assets riskier.

“It is unlikely despite all the pricing tension from
competition, that the pricing goes south,” he said.

Mr Taylor also argued that there is funding gap in
the market, as financing sources beyond traditional
lenders and the Chinese leasing houses that are
playing an increasingly bigger role in the market, are
still not an option for those shipowners that are not
among those whose business the big lenders are
vying for.

“Some of the weaker shipowners are not prepared to

pay 7%, 8%, 9%, 10% for their senior debt. I think
those times are going to come. I think they will have
to pay,” he said.

While banks, particularly European ones, have
faced tighter regulatory scrutiny since the
financial crisis and often cite that as a reason for a
less generous lending policy in shipping,
environmental sustainability considerations are
expected to become a crucial factor in lending
decisions as well.

Lloyd’s List revealed earlier this week that a group of
leading banks will soon incorporate climate change
considerations in their official lending policy.

“The banks that are in the market today, I think they
are going to start bringing climate alignment into
their credit decisions and that could bring some
interesting developments,” Mr Taylor said.

Reducing GHG should be tailored
to shipping's different sectors

MEASURES to cut shipping’s contribution to
greenhouse gases must vary according to the market
sector, Dimitris Fafalios, chairman of the
International Dry Cargo Owners Association, has said.

In the case of dry bulk and oil tramp shipping,
responsibility should rest with charterers, Mr
Fafalios said, adding that the ultimate solution for
short-term CO2 reduction should include “multiple
approaches tailored to each sector”.

Bulkers and tankers engaged in the tramp trades
were “already trading very efficiently due to reduced
speeds but future prescriptive regulation must
ensure that the charterer participates to make
further GHG emissions reductions”, he said.

Short-term measures could include speed
optimisation, main engine fuel consumption
reduction through limitation using “prescriptive
methods with a review process for the bulk/oil
tramp sector and perhaps a goal-based method for
the liner sector”.

“Let’s all learn to respect the best solution
tailored to each sector to achieve the best GHG
reduction goal,” Mr Fafalios told a conference in
Athens. He underlined some of the many
differences between the mainstream shipping
segments, saying that in bulk shipping owners
were mainly asset managers.
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“Charterers are ultimately responsible for speed and
buying the fuel,” he said. “This must be translated
into regulatory language allowing the charterer to
abide by the regulations in order to make significant
GHG reduction progress.”

The case for a differentiated approach from sector to
sector was also warranted because not all ship types
performed equally.

Bulkers were “optimum performers” compared to
other types, with a design efficiency almost three
times higher than containerships, claimed Mr
Fafalios.

He cited data estimating that, despite representing
half the global fleet and 47% of global shipping
capacity, bulkers were responsible for only 35% of
emissions.

Digital technologies would have a greater impact in
liner shipping, where logistics are more complicated,
although bulk shipping could also benefit from
innovation.

The head of Intercargo, whose members control
2,220 vessels, also called for better regulation,
taking all parameters into consideration, and
avoidance of “disasters”, such as the Ballast Water
Management Convention.
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“In recent years, the International Maritime
Organization’s environmental regulations have
proliferated but still seem to have been developed in
isolation,” he said, citing aspects of regulation on
BWM, NOx Tier IIT and sulphur reduction that
increased shipping’s GHG footprint.

Bulk shipping was “a giant part of the world fleet”
with special characteristics that were often
overlooked by regulators.

This was despite the importance of bulk and tramp
shipping in transporting “must have” commodities
vital for everyday life, while liners transported “like
to have” as well as vital cargoes.

“The liner vessel will transport the iPad whereas the
bulk/oil/tramp ship will bring the commodity to

power the iPad,” noted Mr Fafalios.

A notable aspect of decarbonisation for the industry
was that it spelled the end of the one size fits all era
in marine fuels.

“We are being presented with multiple intermediate
solutions such as LNG, LPG, ethane, methanol,
wind-assisted propulsion and air lubrication.

“The supporters of each of these solutions follow
a human weakness by claiming that each one is
the solution to take us along the road to 2050,
when in fact, each of these is part of the solution,”
he said.

“We must acknowledge and be comfortable with that
thought.”

OPINION

From the News Desk: Change is inevitable,

but details are missing

Green finance will accelerate
decarbonisation disruption

While banks have paid little more than lip service to
the concept of green finance in the recent past when
it comes to shipping, the tide is finally changing and
that is going to affect everyone.

Conversations in Oslo this week at the Nor-Shipping
events all point in the same direction — rapidly
tightening restrictions from capital market lenders
and banks linked to environmental, social and
governance (ESG) targets will further squeeze
available financing for smaller shipping companies
and trigger another round of consolidation within
the next two years.

The existing problems for banking remain —
pressure is compounded by new regulations slapped
on banks during the past few years that force them
to set aside even more capital. And while banks,
particularly European ones, have faced tighter
regulatory scrutiny since the financial crisis and
often cite that as a reason for a less generous lending
policy in shipping, creating an ever more serious
funding gap for the squeezed middle, environmental
sustainability considerations are now expected to
become a crucial factor in lending decisions as well.

Lloyd’s List revealed earlier this week that a group of
leading banks will soon incorporate climate change
considerations in their official lending policy. While
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this represents a seismic shift towards finance
supporting the industry’s 2050 decarbonisation
goals, it ultimately spells more trouble for the
squeezed middle of shipping who will struggle to
access funding as the industry stumbles towards a
decarbonised future.

One way or the other capital is only going to flow in
the direction of companies that are doing the right

thing, but that’s going to cut out a lot of the current
industry struggling to do their best.

Collaboration is key to most of shipping’s
challenges

Nor-Shipping has, somewhat inevitably, been
dominated by discussion of decarbonisation this
year, but amid the tech-led innovation proposals and
puff, a growing consensus of industry leaders is
finally talking about cross-sector collaboration being
the key to clean shipping.

“You can’t decouple shipping from how the rest of
the economy is going to decarbonise,” explained
class society Lloyd’s Register head of sustainability
Katherine Palmer on this week’s Lloyd’s List
podcast, which was recorded at Nor-Shipping in
Oslo. “It’s about understanding the whole supply
chain... We can’t do this on our own.”

Given that we have been banging this drum for some
time now at Lloyd’s List, (you can read a few of
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suggested Ideas to Revolutionise Shipping here) this
is at least a positive sign that a shift in mindset is
finally taking hold, at least among the forward-
thinking innovators who dominate the Nor-Shipping
crowd.

For all the current focus on emissions, the real
solutions lie in finding efficiencies well beyond the
scope of the vessel and that requires collaboration
with the cargo interests, banks, insurers — indeed
the whole supply chain.

Robots vs regulators — the race towards
autonomy may yet get mired in red tape
With news that Norway has successfully tested a
remotely controlled ferry, autonomy was front and
centre at Nor-Shipping as the industry’s tech-
progressives agreed that the mantra from here on
was ‘innovate or die’.

But while the researchers are confident that crewless
vessels will be a reality imminently, the
International Maritime Organization faces a lengthy
process of agreeing rules to govern the development.
Initial signals from the Maritime Safety Committee
this week in London suggests diverging opinions
between member states and non-governmental
organisations will mean that regulatory solutions
will be moving significantly slower than any
engineering breakthroughs.

So while regulators settled in for a bureaucratic
bun-fight over the nitty gritty of autonomous
oversight, the Japanese are pressing ahead
regardless.

Their view, coloured by a genuinely insightful
analysis of the winners and losers of autonomy via
the Nippon Foundation, concludes that crewless
ships is not just an advantage — it is essential. Not
least because Japan want to push robotics as one of
the primary defences for its domestic industry to
deal with anticipated labour shortages.

Technology is a tool, agility is an attitude

If you were looking for an over-arching conclusion
from this week’s round of events, debates, political
posturing and puff-powered pitches, it would be that
change is inevitable, although details of the pace of
change, its scale and scope, are missing right now.

Every prediction made by the traditional analysts is
not only wrong, but wrong by several degrees of
magnitude, Professor Ramez Naam, Adjunct
Professor at Singularity University, told the crowds
gathered at the opening session of Nor-Shipping.
“Bet on the innovators, not on the forecasters,” was
his message.

Predictably enough there was no shortage of such
innovators on show at Nor-Shipping. In the light of
all this transformation, we need to change the way
we make decisions, offered Kongsberg chief Geir
Hégy — a theme picked up more than once at the
Lloyd’s List Innovation Forum.

It seems that everyone needs to go back to school,
even the executives, because if the view from Nor-
Shipping proves to be correct, then the innovators will
rise to the top and the traditionalists will be left
behind. It’s not technology we need to learn, it’s agility.

Africa would love to follow Norway's lead on
a sustainable ocean policy, but the challenges

are immense

ERNA Solberg has been prime minister of Norway
since 2013 and leader of the country’s
Conservative Party since 2004. Where I come
from, that would be quite an achievement, writes
Richard Clayton.

In May, United Nation’s secretary-general Antonio
Guterres extended Solberg’s role as co-chair of the
Sustainable Development Goals Advocates.

“With a recomposed group,” she tweeted: “I'm sure

we will have the strength to mobilise the global
community to achieve the global goals.”
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Prime minister Solberg told the Nor-Shipping Ocean
Leadership conference she was “confident that
Norway’s pioneering policy [on the sustainable
ocean economy]| will be followed by other countries”.
No doubt she anticipates that African countries
would join such an initiative.

But hear this. During the Africa @ Nor-Shipping
day, in a not-exactly-packed session focusing on the
blue economy, a comment was made to the effect
that the African Union (which links a not
insignificant 55 member states) is responsible for
policy and strategy but not for implementation.
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“The AU must take the lead on the blue economy,”
one panellist urged. However, individual states are
sovereign, and that is where the political will be
concentrated.

Then a question was asked about how berths can be
found for African cadets coming out of training
academies.

Dr Alsnosy Balbaa, vice-president of the Arab
Academy for Science, Technology and Maritime
Transport. This will be very difficult, he responded,
without national flag carriers.

In 1994, China presented Egypt, where the academy
is located, with a training ship. “It is still working”
cheered Dr Balbaa. He called on Norway, one of the
world’s leading maritime countries, for help. “There
should be much more integration” between countries
forging ahead and those struggling to follow.

A hand went up at the back of the auditorium. “What
can the Arab Academy do to provide scholarships to
enable poor Africans to train as seafarers?” she
wondered. It is far too expensive, and Africans have
many more items on their agenda than seafaring or
blue initiatives. Many African still do not enough to
eat.

The academy is self-financing, Dr Balbaa answered,
but it does receive some help. “The AU, the
International Maritime Organization, and funding
bodies must find solutions to help young African
men and women to train as seafarers.”

The gap between the aspirations of Solberg and the
young African at the back of the auditorium

should not be ignored. Nor-Shipping’s

programme is driven from a position of
astonishing privilege.

Three months ago, it was reported that the
Norwegian sovereign wealth fund, the world’s
largest with more than $1trn under management,
was to phase out oil exploration from its “investment
universe”.

This has not been done to combat climate change
but, Norway’s finance minister Siv Jensen
explained, “to reduce the vulnerability of our
common wealth to a permanent oil price decline”.
Oil majors which continue to spend billions of
dollars extracting oil and gas would no longer find
support from Norway’s Government Pension Fund
Global.

Would it make sense to invest some of Norway’s
wealth in training African cadets and finding them
berths on Norwegian owned and managed ships?
Would Mrs Solberg’s message gain more traction if a
government underpinned by fossil fuel wealth
stopped telling the rest of the world to follow its lead
by going greener?

Would the lady in the Africa @ Nor-Shipping
session like her question answered more

encouragingly?

Perhaps, definitely, no doubt — in that order.

ANALYSIS

The Interview: Santiago Garcia Mila

A CHAIRMAN of a state-owned feeder port in
Southern China says he used to take a humble
back-row seat during meetings of the country’s
municipal people’s congress. At the time, the port he
heads handled less than 250,000 teu of containers
per annum.

A few years later, he had moved to the front row,
having spent large amounts of money updating port
facilities and more than quadrupling its volumes. He
felt “dignified” enough to be visible.

But his pursuit of big port throughput numbers is

more than just an anecdote about the Chinese
bureaucratic culture.
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The tally, showing the amount of cargo handled, has
for decades been the primary metric to measure port
performance.

To some extent, it reflects the size, revenue,
employment and even the broader economic
contribution of a port to its local community. On top
of this, it is simply an easy metric by which to rank
ports’ performance.

But, according to Santiago Garcia Mila, president of
the International Association of Ports and Harbors,
the mindset of prioritising physical cargo volumes
needs to change amid the shifting sands of global
trade.
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“It’s quite sad that ports are comparing and
measuring themselves only by physical units, such
as the number of containers — no matter if theyre
full or empty,” Mr Mila tells Lloyd’s List in an
interview.

He is not belittling the importance of physical
throughput. However, creating value for the port’s
surrounding economy should be placed at the center
of its development.

“The growth of cargo should be the consequence of
this,” he said.

One case in point is his home port of Barcelona,
which has been one of the fastest-growing container
ports in Europe in recent years and where Mr Mila
also acts as the port authority’s deputy managing
director.

He attributes the port’s success to the support it
lends to local industries.

It is no coincidence that electronics and car
components are two major imports there, with the
city being home to mobile industry exhibition the
Mobile World Congress, as well as being a well-
known promoter of electric vehicles.

“The job of the port of Barcelona is to help the local
economy, industry, consumption and distribution to
become more competitive and sustainable,” Mr Mila
says. “As these targets are achieved, of course there
will be more cargo to handle.”

This requires the port and its authority to take
proactive moves and even to be prepared to take a
hit on cargo traffic when certain industries are in
transition to their next generation.

For example, a smartphone nowadays contains
hundreds of times more information than a
conventional television set, but is only a fraction of its
size. Electric vehicles, too, are composed of far fewer

components when compared with their diesel siblings.

“You may even loose some volume sometimes, but
it’s worse to support car companies building old-
fashioned cars,” says Mr Mila.

There are many other ways for ports to “create
value”.
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In addition to a well-developed cruiseship terminal,
Barcelona has also established Port Vell, an example
of urban regeneration which has resulted in an
integrated port-side area of wide pedestrianised
spaces, business and commercial premises, as well
as cultural, sports and recreational facilities.

“The number of cargo or boxes, therefore, is not
necessarily related to a successful port,” Mr Mila
argues. “That’s why I often told those mid-to small-
sized ports that you don’t need to be bigger than
your neighbour. Just do your job in a proper way.”

The reduced obsession with throughput will,
perhaps, lead to more efforts for co-operation in the
sector.

Working together is becoming increasingly
important, Mr Mila notes, as the business
environment of ports — sitting between land-side
transportation and seaborne shipping — is changing
at an increasingly rapid pace.

The rise of e-commerce has altered the habits of
consumers, who now demand a much higher level of
logistics services. Industry experts are now shifting
their focus on management of the demand chain
instead of the supply chain.

At the same time, growing protectionism could
change the patterns of global trade, perhaps taking a
toll on some established major ports while benefiting
a string of younger, smaller facilities.

And while the maritime industry is gearing up to
embrace a green future, ports also have a role to play
and a cost to bear during the emissions-reduction
process.

There are new technologies, such as Internet of
Things applications, to help weather the difficulties
and seize opportunities along the way. The question
is whether ports are ready to innovate and connect,
not least via a set of common data standards.

There are more than 200 port members in IAPH,
says Mr Mila, all of whom face different market
conditions, investment decisions or even consumer
behaviours.

“If we put the ideas together and collaborate, we can
make everyone better.”
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Carriers bet big on vertical integration

MAERSK’s announcement at the end of 2016 that it
was reinventing itself as a global integrator of
container logistics sent a shock wave through the
container shipping sector.

The world’s largest carrier was giving up on its
conglomerate model, which saw it owning oil and
energy companies alongside a terminal division, a
freight forwarder, a towage operator and its core
container line.

In its place emerged a plan to focus solely on the
container logistics chain, integrating Damco into
Maersk Line to provide an end-to-end logistics
service.

Since then, the carrier has acquired a customs
brokerage in the US and recently moved the inland
services responsibilities of APM Terminals to
Maersk’s logistics business.

Meanwhile, Maersk’s French competitor CMA CGM
has also moved into the logistics space, completing
its acquisition of CEVA Logistics in April.

Maersk and CMA CGM’s strategies differ in several
ways, but both have in common the desire to move
closer to the end customers of their ocean services.

With the room for more horizontal integration
through mergers or acquisitions now limited,
carriers seem to be fixed on a more challenging
target of becoming global logistics integrators.

But questions remain regarding the efficacy of the
moves.

“Carriers are trying to capture more of the value chain
in logistics,” says Alix Partners director Henry Pringle.

But this was also driving more M&A activity in the
3PL market in response.

“That is going to drive yet more indebtedness,” said
Mr Pringle. “The 3PLs have benefited from a fair
amount of revenue growth over the past years but
that has not been backed up by earnings before
interest, tax, depreciation and amortisation growth. It
is an increasingly important market in terms of
revenue but an increasingly competitive market.
There are very few winners and this move towards
3PLs for carriers certainly isn’t a panacea to their
woes in respect of increased capacity, low-freight
rates and low profitability on their core ocean profits.”
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Moreover, there are questions concerning why this
strategy will work now, when previous attempts have
failed.

“The strategy of carrier supply chain acquisition is
not by any means new,” said Bill Payne, an
independent consultant and former vice-chairman
of NYK Line. Sealand had Buyers Consolidated and
Maersk had Mercantile, Maersk Logistics and
eventually Damco. APL had Pacer for inland
transport and APL Logistics, and NYK had Yusen
Logistics.”

Vertical integration was good for the liner sales team
because it gave access to the software and contacts
of the customer, he added.

“You can become more embedded with them if it is
successful. You have heightened sensitivity to timely
performance.”

But there were threats to the model as well, Mr
Payne said.

“Gaining core competency in all facets of the supply
chain may be difficult. I don’t think I've ever seen it
done.”

Not all lines are going down this route, however. By
contrast, there are lines including Hapag-Lloyd and
Ocean Network Express, which want to maintain a
more traditional approach continuing to offer
container shipping services to their customers.

Some even argue that vertical integration is a
throwback to old ways of doing business that will not
be relevant in container shipping’s digitalised future.

“It is an exciting time where we are looking at
integration versus disintegration,” says Christian
Roeloffs, chief executive of container repositioning
platform xChange. “There is almost a fashion
element in the choice between conglomerates and
independent operators.”

Mr Roeloffs argues that conglomerates are not the
most efficient way to do business or manage a supply
chain.

“There are some benefits but there are always more
inefficiencies in conglomerate compared to
organising a business through specialists, as long as
you can manage the interfaces between the
specialists,” he says.
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He argues instead for a platform model, where
carriers hire in the specialist expertise that they
need.

“Our hypothesis is that the strategy of Maersk or of
CMA CGM is not the winner,” he says. “We believe it
will be an ecosystem approach that will win out.”

Maersk, for example, could interfaces with xChange,
Traxens or a freight market place.

“Whether it is a small feeder carrier or a large
integrated carrier, the marginal cost is the same and
the conglomerate doesn’t have the advantage

anymore,” he says. “The specialist becomes more
efficient because it can concentrate on what it is
good at, for example, vessel operation, rather than
trucking or overland logistics or freight forwarding.”

The winning strategy is difficult to predict and will
depend on the flexibility of shipping lines’
management in adjusting their views on how to
move a box. But the ocean leg of transportation
looks set to become just a part of the service rather
than the central focus. The way in which
information is shared and managed within the
integrated entities will be vital and technology will
be key.

Carriers go head to head with logistics

providers

THE saying that “what’s old, is new again” could be
a somewhat prophetic description of what is
happening in the container-shipping world, albeit in
a slightly different guise.

A few of the biggest liners have made some
noteworthy moves of late that leave open the
question as to whether there is an overall shift
towards getting back to the pre-downturn business
models of trying to offer a greater end-to-end supply
chain portfolio, or will it mostly be the few at the top
of the heap able to do this?

The most high-profile examples are Maersk’s
decision to integrate its Damco supply chain services
arm in with the company’s ocean services, alongside
other recent announcements of related logistical
enhancements, and CMA CGM acquiring global
third-party logistics company, CEVA Logistics.

The term “integrate” may be the key change over
what was happening prior to 2008’s global economic
meltdown that, after the recession hit, ended up
having a devastating impact on carriers as they
started shedding many of their logistics and related
business units to focus more on stripped down
port-to-port services with best-rate commoditisation
seemingly becoming the new normal for
containerised transport.

Now that the global economy has tangibly improved,
lines appear to be investing again, but the devil is in
the details of how they are doing it. In Maersk’s case,
its business “transformation” involved a breakup of
businesses with the sale of its energy group and a
demerger of its drilling rig unit.
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Maersk’s breakup streamlined its focus on shipping,
ports, and logistics. Chief executive Soren Skou also
made it clear to investors last year what integration
now means.

“We're building this company that is a global
integrated container business, a company very
similar to UPS and Fedex.”

A similar refrain was sounded by CMA CGM chief
executive Rodolphe Saadé in early April.

“We can now offer our customers a complete range
of solutions that meet all their needs and set us
apart from the competition,” he said.

Being competitive, as Mr Saadé said, could be partly
fuelledby adapting to some evolving realities in the
shipping industry.

“The idea is to differentiate. I would say it’s a
question of sustainability in the long run,” said CMA
CGM Canada general manager Jean-Baptiste Longin
in an interview with Lloyds List Containers.

While Mr Longin said he was not ready to proclaim
things were back to as they were pre-recession, he
did see a trend.

“I think the trend now is more about integrating
transport and logistics into one product, a one-stop
shop.”

The precarious nature of global trade issues,
such as the ongoing, and troubling, tariff war
between the US and China — two of the biggest
trade partners in the world — is also factoring
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into the integration thought process, according to
Mr Longin.

“After all the merger and acquisition activity, the
industry has to better balance supply and demand,”
he said. “We are very dependent on global trade and
being more integrated in more solutions will
definitely help us.”

The perspectives of some competing third-party
logistics firms on carrier integration are a bit more
divided.

“I would only say that the question customers should
ask is if these acquisitions will enhance the service
they are getting,” said a source at a well-known
US-based 3PL, who spoke on condition of anonymity.

“It may be a segmentation strategy,” he said. “Give
the point-to-point shippers over to the NVOs, and
target the shippers with more strategic, end-to-end
supply chain needs, that prioritise service over
bottom-feeder prices.

He added that it may also be a response to many
retailers and importers trying to speed and simplify
their supply chains.

“One strategy is to use fewer service providers,” he
said.

On the latter point, CMA CGM’s Mr Longin was in
agreement.

“A lot of beneficial cargo owners are asking for it,” he
said. “Many of them are spending too much energy
on each step of the supply chain — looking for less
engagement and fewer intermediaries. Our
customers are regularly coming to us asking if we
offer custom brokerage, and can we offer last mile
delivery.”

Maersk head of global logistics Klaus Rud Sejling
concurred back in February, when commenting on
his company’s acquisition of the customs house
brokerage, Vandegrift.

“Customers have been asking us to simplify the
complexity of their global supply chains and reduce
their risk so we analysed the North America market
to see who had the best reputation in the brokerage/
trade compliance industry and deliver immediate
results to all vertical segments of our account base.”

There is at least one other 3PL, and a customer of
the container lines, who isn’t quite ready to declare
for the ocean liner integration trend.
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“I think the carriers are dysfunctional, and some
have administrative challenges,” said Globe Express
Services president David Bennett.

“I left Asia nine days ago and thought I had 90
percent of my [ocean freight] contracts in hand, and
I should have had those contracts [in place] seven
days ago,” Mr Bennett said. “I have cargo in transit,
on the water, with my customers wanting to know
when it’s landing.”

Mr Bennett said larger ship sizes had made ocean
freight a commodity.

“It all seems to be more market-share focused, over
value-add focused,” he said. “It doesn’t matter who
you are, you know the rate. We bring visibility,
vendor management, customs management,
distribution — an all-in, one-stop solution. I'm not
optimistic about carriers’ success with integration.”

Whether or not a critical mass of shipping lines
moves towards integration at the scale of a CMA
CGM, or Maersk — Cosco, for example, is starting to
make more noise concerning end-to-end integration
— there are other disruptions occurring in the freight
marketplace that are causing shifts in strategic
thinking for anyone engaged in shipping, especially
digital transformation.

The huge growth of e-commerce and the forces
driving this supply chain disruption, most notably
the behemoth online shopping platforms like
Amazon and Alibaba (with the former seeming to
rapidly become its own supply chain integrator),
coupled with the emerging proliferation of digital
freight forwarders/brokers, is causing many
industry ripples that look to become bigger waves of
change.

Mr Longin said CMA CGM planned to become 100%
digital by the end of next year at the latest, with the
recent launch of the shipping line’s new eSolutions
product that aims to, among other things, offer
real-time access to rates and spot quotations,
simplified automated booking and fully digital bills
of lading.

“It is a revolution for us,” he said. “We need to gain
productivity by being digital, much more than we
are. We need to adapt to this new reality. It is easier
to integrate more activities when they are linked to
digital transformation.”

Maersk has made, perhaps, the biggest digital splash
with the investment into its combination with IBM
and the subsequent launch of the liner’s TradeLens
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blockchain product. More recently, Maersk funded
$21.9m into a New York-based digital brokerage
startup, Loadsmart, and just the end of April,
announced the launch of a new digital customs
clearance platform.

Whether its enhanced digital solutions or offering
more robust third-party logistics-type services,
Globe Express Services’ Mr Bennett still wonders if

the shipping lines will be prepared to effectively
compete, and if customers will pay.

“There’s absolutely no value in simply getting the
best price on 100 containers out of Shanghai,” he
said. But US importers trying to get their freight
into the Ohio Valley, or the Chicago corridor, for
example: there’s a price attached to these
services.”

MARKETS

Capesize market shows signs of recovery

CAPESIZE earnings have reached their highest level
seen since mid-January, before Vale’s tailings dam
breach curtailed iron ore shipments from Brazil
leading to a market slump.

The average weighted time charter on the Baltic
Exchange rose to $15,007 per day at the close on
Friday from $12,987 at the end of May. That
compares with the year’s low of $3,460 on April 2.

The increase was attributed to higher iron ore
shipments from Brazil and Australia following
various well documented disruptions.

A European-based owner noted a “normalisation of
shipments with recent weekly figures from Brazil at
about 7m to 7.5m tonnes compared with 2m to 2.5m
tonnes in the aftermath of Vale’s Brumadinho dam
disaster, which forced the miner to cut output. Last
week saw shipments of 8.2m tonnes.

Other producers such as Trafigura and Anglo
American were stepping in following the loss of
volumes from Vale, the owner said, adding that he
was optimistic about prospects for the second half of
the year after the black swan event of Vale marred
performance in the capesize sector.

The C3 Tubarao to Qingdao route rose to $16.86 per
tonne from $12.02 on April 1, according to data on
the Baltic Exchange, while the C5 Australia to China
voyage was at $7.73 per tonne from $4.56 in early
April when cyclone activity knocked supplies.

Arctic Securities noted that iron ore inventories at
Chinese ports meanwhile fell for the ninth
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consecutive week, down by 2.6% to 121.6m
tonnes. That is the lowest level since January
2017, suggesting that “consumption in China
continues to outpace seaborne arrivals,” it said in
a note.

On the vessel supply side, Banchero Costa expects
40.3m dwt to be delivered this year, compared with
28m dwt in 2018. A modest orderbook is also
envisaged for 2019 to 2021, while scrapping may rise
owing to environmental regulations which will see
off older tonnage.

In the first five months of the year, 15m dwt was
delivered, including 13 very large ore carriers and
nine capesizes. During the same period, 4.5m dwt
was removed from the fleet, comprising six very
large ore carriers and 16 capesizes, Bancosta said in
a note.

It expects 15m dwt of the dry bulk fleet to be
demolished this year, with 17m dwt expected to be
removed in 2020 and 19m dwt in 2021, leading to
net fleet growth at 3%.

Maritime Strategies International, a London-based
consultancy, noted that about 32m dwt was at risk of
being removed from the fleet because of vessels
being more than 15 years old. That compares with
an orderbook of about 48m dwt, half of which is in
the 200,000 dwt-250,000 dwt category.

Most of the vessels at risk of being removed lay in
the 170,000 dwt-200,00 dwt range and in the VLOC
size, which mainly comprises vessels converted from
tankers, it said.
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IN OTHER NEWS

UK says Brexit will not dilute shipping
ties with Greece

THE UK wants to continue close
co-operation on shipping matters
with other European Union
countries, and Greece in
particular, regardless of Brexit.

“Of course, we want to maintain
close relationships with our EU
neighbours and of course with
Greece,” British maritime minister
Nusrat Ghani told an industry
conference in Athens. “We will be
working in the decades ahead
with like-minded nations, with a
global maritime outlook as
Britain leaves the EU."

Speaking at The SeaNation's
Greek Shipping Summit, she said
that Greece and the UK “share
much, much common ground
and one of the richest of our
relationships is in shipping".

Russian and Chinese giants seal pact
on transporting Arctic LNG

THE Chinese state giant Cosco
Shipping and Russia's
Sovcomflot are to collaborate on
a venture to ship hydrocarbons
from the Arctic to the Asia-
Pacific region.

They are being joined by Russian
gas producer Novatek and
China's Silk Road Fund as
signatories to a four-party
agreement to establish a joint
venture, Maritime Arctic
Transport LLC.

The venture will also organise
transit cargo traffic along the
northern sea route between Asia
and Western Europe.

Kongsberg investing in youth for
maritime's future

IT IS often said that shipping
does not interest the younger
generations. They don't look to
join maritime businesses
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because most students rarely
see ships or ports, and they fail
to connect the world around
them with manufacturers, miners,
or growers on the other side of
the world.

But while students appear to
have little appetite for traditional
ship operations, their skills can
still be put to good use.

Every year, Kongsberg hosts a
competition called Your Extreme,
in which students are given 48
hours to solve a problem related
to the oceans. The winners are
feted at a gala dinner, and no
doubt their progress is closely
watched by the company's
human resource leaders.

TEN eyes VLCC additions after strong
first quarter

TSAKOS Energy Navigation is
eyeing the very large crude
carrier market on the back of a
more profitable first quarter of
the year driven by increased
revenues and an impressive
reduction in expenses.

Company executives told an
earnings call that the long-term
prospects for tanker business
were positive, with the very large
crude carrier market expected to
strengthen from the second half
of this year and reach "multi-year
highs".

One of TEN's two existing VLCCs
will be open for rechartering in
September this year — “very
good timing", according to chief
executive Nikolas Tsakos.

Exmar fully commissions Tango FLNG
EXMAR, a Belgium-based
shipping company focused on
the energy supply chain, has fully
commissioned the Tango floating
liquefied natural gas unit for
Argentina's YPF.

“The performance acceptance
tests has been successful, the
first cargo has been offloaded
and will be exported out of
Argentina,” the company, which
is owned by the Saverys family,
said in a statement.

This shipment marks the start-up
of Tango FLNG in record time, it
said. The contract was awarded
to Exmar in November 2018, with
acceptance of the unit in Bahia
Blanca, Argentina, in February
this year.

APL makes switch to TraPac terminal
APL is moving its Eagle Express
X service from Fenix Marine
Services to the TraPac terminal
in Los Angeles, citing faster
truck turn times and better
access.

“The Trapac terminal is ranked
among the top three terminals
with the best truck turn times in
Los Angeles and Long Beach,”
said company vice-president
Jesper Stenbak. “Its location will
facilitate quicker container
pick-up by truckers who will gain
priority access of the EXX-
exclusive gates."

The CMA CGM subsidiary's EXX
service previously called at the
former Global Gateway South
facility that was owned by CMA
CGM until it sold a 90% stake to
to EQT Infrastructure and P5
Infrastructure in 2017,

Seadrill appoints new chief financial
officer

SEADRILL, the John Fredriksen
unit focused on offshore rigs, has
appointed a new chief financial
officer.

Stuart Jackson, who has 20
years' experience as a finance
executive for offshore and oilfield
service providers, will start at the
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beginning of August, the experience, deep industry acquisitions, and driving

company said in a statement. expertise and a strong track efficiency. His addition to the

record of creating shareholder team will greatly support the
Seadrill's chief executive said: value through capital market achievement of our strategic
“Stuart has a breadth of transactions, mergers and plans."

For classified notices please view the next page.
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Maritime news, analysis
and industry trends,
tailored to you.

Maritime information is everywhere. But with so many channels,
opinions and sources, it’s hard to know which facts you can trust.

Lloyd’s List is the original and trusted maritime source, delivering
validated news and insight directly from industry experts.

Stay connected.

Contact us today on +44 20 7017 5392
or visit Lloydslist/findoutmore
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Looking to publish a judicial sale, public notice,
court orders and recruitment?

Please contact Maxwell Harvey on +44 (0) 20 7017 5752
or E-mail: maxwell.harvey@informa.com
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