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Daily Briefing
Leading maritime commerce since 1734

Tuesday June 18, 2019

Shipping banks align lending 
decisions to decarbonisation 
targets

ELEVEN BANKS WITH a collective shipping portfolio worth more 
than $100bn will, for the first time, integrate climate considerations 
into lending decisions as part of a major new initiative launching today 
to incentivise the maritime sector’s decarbonisation.

The so-called Poseidon Principles are a new global framework for 
assessing and disclosing the climate impact of financial institutions’ 
shipping portfolios.

With up to 90% of the industry’s major lending banks and export 
credit agencies, including the major Chinese lessors, targeted to 
become signatories by the end of the year, the principles represent a 
significant new financial driver towards the International Maritime 
Organization’s goal of reducing shipping’s total annual greenhouse gas 
emissions by at least 50% by 2050.

They also promise to dramatically change the conversations between 
shipowners and banks when it comes to the types of vessels and 
projects that will, or now potentially won’t, get financed.

According to one of the lead architects of the ground-breaking new 
programme, Citi’s head of transport and logistics Michael Parker, the 
Principles are a case of “responsible banks supporting responsible 
owners” to take the right steps towards a cleaner industry.

“If you look back over the past 10 years and the billions of dollars lost 
by shipowners and banks as a result of the unnecessary and rather free 
financing of the industry, I think we now have a responsibility given 
the role we play to this industry to help our clients find a way of 
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making sure that the capital invested in this 
industry goes towards efficient clean shipping, and 
no longer as it did historically towards speculative 
asset play or unnecessary capacity,” Mr Parker told 
Lloyd’s List.

The basic requirements of the voluntary principles 
will see signatory banks use an agreed 
methodology to measure the carbon intensity of 
their shipping portfolios and assess their portfolio’s 
alignment to established decarbonisation 
trajectories. The banks will enforce the principles 
with their clients contractually in all new business 
and publish their portfolio climate alignment 
scores annually.

While the principles make no demands on how the 
banks assess individual asset lending decisions, 
this is the first time there has been a sector-
specific alignment of banking portfolios to climate 
goals.

The process of transparently measuring collective 
lending decisions against carbon reduction targets 
therefore imply that there will be a direct impact on 
lenders’ decision making to shipping clients as 
portfolios are assessed annually to be either in line 
with, or out of sync with, the IMO’s decarbonisation 
trajectory.

“It’s about measurement and reporting — that’s the 
basic requirement that each signatory has agreed to, 
but there is going to be a direct impact on lender’s 
decision-making,” said Paul Taylor, global head of 
shipping & offshore at Société Générale Corporate & 
Investment Banking and deputy chair of the 
Poseidon Principles drafting committee.

“We are bringing climate alignment into our credit 
decisions — that’s the starting point. In the 
reporting we do whether it’s in the first year of 
reporting in 2020 or thereafter, what we need to 
show is that there is a positive trend in the carbon 
intensity of our lending portfolios,” Mr Taylor told 
Loyd’s List.

The Poseidon Principles have been designed to 
establish a common baseline to quantitatively assess 
and disclose whether financial institutions’ lending 
portfolios are in line with adopted climate goals, but 
they contain no specific targets for the individual 
banks to achieve “climate alignment”.

“We’re talking more about direction of travel than 
quick action here,” said Kristin Holth, DNB’s global 
head of ocean industries, insisting that any 
changes in decision making for banks as a result of 

the principles will be directional and at portfolio 
level.

“Just the fact that we implemented this and we are 
having conversations with senior management in the 
[shipping] companies about their corporate social 
responsibility plans in real detail — that is a 
significant development where you are already in an 
interesting dialogue with the company and it’s the 
way that we evaluate where to invest,” she told 
Lloyd’s List.

“But when you start to measure something it’s for a 
reason,” she continued. “The CO2 has to be reduced 
over time… We will have a measurement and a 
responsibility and we will see if the companies are 
taking the right action and if they’re not taking the 
right action, then we will have to have a conversation 
with the company”.

The founding architects of the scheme stress that the 
principles are neither carrot nor stick — simply an 
alignment of banking portfolios with climate change 
principles. Those involved directly in the drafting 
describe them as a partnership with clients and an 
exercise in responsible banks supporting responsible 
owners.

However, Société Générale’s Paul Taylor conceded 
that as the principles evolved over time, they could 
end up supporting green finance incentives for some 
of the banks involved. Whether that goes as far as 
capital relief for green lending was another step 
beyond the current scope of the Poseidon Princples, 
he said.

“It is certainly something that I would like to see, 
because I think there is genuine lower risk for banks 
linked to green shipping projects,” said Mr Taylor. 
“But so far any attempt to secure capital relief for 
green shipping loans has not really materialised. 
There is certainly a momentum towards that and the 
Poseidon Principles will only help to achieve that 
goal,” he said.

“Ultimately green transactions will become the 
norm. Those companies not doing Green 
transactions not compliant will be deemed more 
risky,” concluded Mr Taylor.

The Poseidon Principles were born out of the Global 
Maritime Forum and spearheaded by global 
shipping banks including Citi, DNB and Société 
Générale, as well as industry partners including 
Maersk, Cargill and Lloyds Register.

The Principles are intended to evolve over time as 
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War risk marine rates ‘rise tenfold’
ADDITIONAL premiums for war risk marine 
insurance have jumped more than ten times in the 
wake of the attacks on two tankers in the Gulf of 
Oman, according to marine insurance market 
sources.

Given the relatively high value of modern product 
tankers, owners may find themselves facing 
additional outlays topping six-figure US dollar sums 
for every trip to the region, they said.

Until now, additional premiums (Aps) had been in 
the order of 0.02%. But this has changed rapidly, in 
line with the perception of far higher risk, according 
to one well-known broker, who asked not to be 
named.

“Rates have moved up tenfold, although the actual 
numbers vary due to pre-agreed discounts in 
contracts, or no claims bonuses,’’ said the source. 
`̀ In net terms, the APs appear to be in the region of 
0.15%-0.3%.”

It is still unknown who carried out the attacks on 
the Japanese-owned Kokuka Courageous and Front 
Altair, owned by Frontline Ltd, on June 13.

The US has blamed forces linked to Iran for the 
attack, providing what it claims is video proof.

Svein Ringbakken, managing director of the 
Norwegian Shipowners’ Mutual War Risk Insurance 
Association, said his group had already increased its 
AP after similar attacks on May 12 which targeted 
four tankers off Fujairah and was preparing to raise 
it again.

“I don’t want to go into the specifics on rates, but I 
think it’s fair to assume that going forward rates will 
be ten times higher than they have been up to date,” 
Mr Ringbakken commented.

“We raised it (additional premiums) once after the 
first incident and already the committee will meet 
again and there will definitely be adjustments all 
throughout the fleet.”

Asked when was the last time owners had seen such 
a steep and rapid rise in war risk marine coverage, 
he said: “I don’t know, I can say only that there will 
be a major increase in line with what you will see 
elsewhere in the market.”

According to Court Smith, analyst with 
VesselsValue, Front Altair (111,088 dwt, 2016 year of 
build) is worth $42m, implying that product tankers 
of similar size and vintage could be looking at APs of 
up to $126,000.

Washington — which is already involved in a stand-
off with Iran over its nuclear programme — has also 
linked Tehran to the attacks using limpet mines last 
month.

The latest attacks will be excluded from standard 
P&I cover if they are ultimately determined to be 
acts of terrorism, the UK P&I Club said.

“In such cases, members should expect their P&I 
liabilities to fall within the scope of their war risk 
policies,’’ marine mutual said in a statement on its 
website.

Terrorism is outside standard P&I cover under Rule 
5 E on Exclusion of War Risks, the marine mutual 
reiterated.

The type and extent of primary war P&I cover 
provided by war risks insurers varies between 
policies.

In some cases, war P&I cover is effectively a write 
back of an owner’s P&I cover which has been 

WHAT TO WATCH

the IMO adjusts its policies and regulations and 
when further adverse environmental and social 
impacts are identified for inclusion. They also aim to 
support other initiatives developed to address 
climate, environment, and social risks, such as the 
Principles for Responsible Banking, Energy 
Transitions Commission, and the Task Force of 
Climate-Related Financial Disclosures.

Founding Signatories include Citi, Société Générale, 
DNB, ABN Amro, Amsterdam Trade Bank, Credit 
Agricole CIB, Danish Ship Finance, Danske Bank, 
DVB, ING and Nordea, and represent around 20% of 
the global ship finance portfolio. Additional banks 
are expected to join in the near future, including 
several major Asian banks and export credit 
agencies.
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excluded by reason of the operation of the war risk 
peril causing the loss, or giving rise to actual or 
potential liabilities.

Though danger of an immediate confrontation over 
last week’s tanker attacks appear to have receded, 
tensions over the strategic route remained high over 
the weekend. A fifth of the world’s oil passes through 
the Strait of Hormuz.

The United Arab Emirates has joined with shipping 
companies to increase sea-lane security in the 
Persian Gulf, Strait of Hormuz and Gulf of Oman, 
the Wall Street Journal reported, citing Gulf officials 
familiar with the discussions.

The Royal Navy is reportedly planning to deploy 100 
marines to the region to protect British ships.

The Telegraph said plans for the deployment began 
several weeks ago and a security committee is 
expected to meet this week to discuss the matter.

Saudi Arabia’s energy minister Khalid al-Falih said 
“there must be a rapid and decisive response to the 
threat” to energy supplies, market stability and 
consumer confidence after the attacks in the Gulf 
area, the Saudi Energy Ministry reported on Twitter.

DHT Holdings and Heidmar are reported to have 
been considering taking no more fixtures in the 
region.

Paolo d’Amico, chairman of independent tanker 
owners’ body Intertanko, has also expressed 
concent.

“I am extremely worried about the safety of our 
crews going through the Strait of Hormuz. If the 
waters are becoming unsafe, the supply to the entire 
western world could be at risk.”

Iran, which has strenuously denied any involvement 
in any of the attacks, summoned the British 
ambassador in Tehran to complain about its 
“unacceptable stance” after the UK Foreign 
Secretary Jeremy Hunt give his backing to the US.

UN secretary-general Antonio Guterres called for an 
independent investigation to determine 
responsibility. China and the European Union called 
for restraint.

German foreign minister Heiko Maas said the US 
video was “not enough’’.

“We can understand what is being shown, sure, but 
to make a final assessment, this is not enough for 
me,” he said at the weekend.

Russia said it “severely” condemned the attacks, he 
said, warning against drawing “hasty conclusions”.

The June 13 attacks followed weeks of simmering 
tension in the region between Iran and the US in the 
wake of the Trump administration’s exit last year 
from the multinational 2015 nuclear deal and 
imposition of sanctions on Tehran.

Washington’s stated aim is to drive Iranian oil 
exports, the mainstay of its economy, to zero.

Tehran has said that if its oil exports were halted, it 
could block the Strait of Hormuz, a narrow channel 
of water separating Iran and Oman through which a 
fifth of the oil consumed globally passes.

In other developments:

• The damage to Kokuka Courageous and Front 
Altair is being assessed off the United Arab 
Emirates.

The former arrived safely at the designated 
anchorage at Kalba in the United Arab Emirates 
with damage assessment and preparation for the 
ship-to-ship transfer cargo to start upon completion 
of security check by the port authorities, said the 
shipmanager BSM Ship Management.

“Our crew remain on board Kokuka Courageous. 
They are safe and well,” the company added.

The 21 crew members were returned to the vessel by 
the US Navy after being rescued.

Frontline said a specialist team would inspect the 
tanker Front Altair and advise on how to unload the 
naphtha on board.

“The 23 crew members on board Front Altair are 
unharmed after being rescued by the cargo vessel 
Hyundai Dubai and subsequently carried by an 
Iranian naval vessel to the port city of Jask,” it said.

• On Saturday, the UAE’s foreign minister, Sheikh 
Abdullah bin Zayed Al Nahyan, called on world 
powers “to secure international navigation and 
access to energy”, a plea echoed by regional ally 
Saudi Arabia after the incident sent crude prices 
soaring.
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Iran has repeatedly warned it could block the 
strategic strait of Hormuz in a relatively low-tech, 
high-impact countermeasure to any attack by the 
US. Doing so would disrupt oil tankers travelling out 
of the Gulf region to the Indian Ocean and global 
export routes.

• Saudi Crown Prince Mohammed bin Salman said 
Saudi Arabia “won’t hesitate to deal with any threat” 
to the kingdom’s interests.

“We do not want a war in the region… But we won’t 
hesitate to deal with any threat to our people, our 
sovereignty, our territorial integrity and our vital 

interests,’’ he said in an interview for pan-Arab 
daily Asharq al-Awsat on Sunday.

• Russia has warned against “baseless accusations” 
and called for a “sober appraisal of evidence”.

“Such incidents can undermine the foundations of 
the world economy. That’s why it’s hardly possible to 
accept baseless accusations in this situation,” said 
Dmitri Peskov, a spokesman for the Kremlin.

“We always urge a sober appraisal of the situation 
and to wait for more or less convincing evidence to 
appear,” he said on Russian television.

Scrubber wash water said to have little 
environmental impact on ports
EARLY results of a study sponsored by the Cruising 
Lines International Association and Interferry show 
that pollution from scrubber wash water in ports is 
within regulatory limits.

Using computer models of common port 
configurations, researchers assessed the 
accumulated impact of exhaust gas cleaning systems 
on water quality in various port configurations by 
evaluating the concentrations of various metals and 
hydrocarbons.

“For most of the compounds considered in the 
specified reference scenario and not considering 
wash water after-treatment, multiple ships using 
open-loop exhaust gas scrubbers may increase the 
equilibrium concentration in the port by 0%-0.01% 
of the annual average new Environmental Quality 
Standard expected to go into force in the European 
Union in 2021, as part of a new Water Framework 
Directive,” the study found.

While some increased concentrations of 
naphthalene, nickel and fluoranthene were noted, 
these were still within acceptable levels.

The research, which is yet to be published in full, 
was conducted by Netherlands research organisation 
CE Delft and sponsored by the Cruising Lines 
International Association and Interferry.

Pro-scrubber lobby group the Clean Shipping 
Alliance 2020 welcomed the study, saying it hoped it 
would add to the scientific evidence in favour of 
scrubbers.

“For all parameters considered, the equilibrium 
concentrations are indicating annualised 
contributions on the parts per trillion scale, which 
we understand are actually too small to be detected 
by existing laboratory equipment,” said alliance 
committee member Poul Woodall. “This is an 
encouraging start.”

Ian Adams, the lobby group’s executive director, 
said: “We hope that the CE Delft study, along 
with other recently published scientific research, 
will help answer remaining questions surrounding 
the environmental impact of scrubber wash 
water.”

A number of countries have already legislated 
against open-loop scrubbers, which discharge wash 
water back into the environment.

China banned the discharge of wash water in its 
inland and coastal emission control areas, and is 
considering extending that ban to its entire 
territorial waters.

The EU is pushing for global deliberations to be 
held on the rules regarding the discharge of waste 
water, taking into account environmental 
considerations.

Singapore and Fujairah have also announced 
restrictions on the technology.

Earlier this month, the British Ports Association 
called for a “grown-up conversation” about the use 
of open-loop scrubbers in ports, saying the industry 

ANALYSIS
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was becoming increasingly concerned about the 
potential build-up of contaminants in berths and 
navigation channels.

Also this month, the US-based commodities trader 
Hudson Shipping Lines has announced as part 
of its ongoing ‘green’ initiatives, that it does not 

want anything to do with exhaust gas scrubbers.

“We have thoroughly investigated the use and 
operation of exhaust gas scrubbers and have found 
that they simply transfer the pollution produced by 
vessels from the air to the ocean,” Hudson Shipping 
Lines company president Avi Eilon said.

Hydrogen production can boost 
shipping demand, says IEA
SHIPPING can benefit from new international 
trading routes enabled by upcoming hydrogen 
production projects over the next few years, 
according to a new report from the International 
Energy Agency.

Regions such as Africa, the Middle East and Chile 
have the potential to produce hydrogen at a 
relatively low cost, whereas other areas, such as 
Japan and Europe, face high production costs and 
may well opt for imports of the clean fuel.

“Japan has major plans for imported hydrogen in 
power generation, reflecting the potential for 
imported ammonia to be co-fired in existing power 
plants to reduce CO2 intensity,” the IEA said.

Much of the trading activity is expected to take place 
around the Asian Pacific region, where New Zealand 
is eyeing 300,000 tonnes of hydrogen exports per 
year by 2030 from its production plant in Tarankia. 
At the same time, Australia is potentially a crucial 
supplier for Japan and South Korea owing to its coal 
reserves.

The Crystal Brook Energy Park in South Australia is 
poised for a final investment decision in 2019 and 
subsequent commissioning in 2021. Another 
electrolyser project near the port of Lincoln, which 
can produce up to 18 kilo tonnes of hydrogen per 
year, will kick off in 2020, backed by an A$118m 
($81.1m) budget.

Japan and Australia have also agreed on an A$500m 
project that, via the so-called carbon capture, 
utilisation and storage (CCSU) process, will extract 
hydrogen from Australian coal then convert it to 
liquid for export to Japan. The project is anticipated 
to start in 2021.

Other potential sources that could deliver converted 
hydrogen to Japan for its power sector are Brunei’s 
upcoming natural gas plant and even Saudi Arabia, 
again based on its natural gas production.

Europe could also benefit from importing hydrogen 
from Africa and the Middle East where green 
hydrogen can be produced cheaply.

“If CO2 storage is equally accessible in Europe at 
similar costs, however, it is likely to be more cost-
effective to import the gas and produce hydrogen in 
Europe. Natural gas can be imported with local 
conversion to hydrogen with CCUS at a cost of 
around $ 2.3 per kilogram of H2,” the IEA said.

For any of this to happen, however, international 
co-operation on a governmental level will be 
necessary and investment will have to be made.

IEA said that the new market would need 
developments of storage tanks, liquefaction and 
regasification plants, as well as conversion and 
reconversion plants.

It noted the lack of ships that can carry pure 
hydrogen at the moment.

“Such ships would be broadly similar to liquefied 
natural gas ships and would require the hydrogen to 
be liquefied prior to transport,” the IEA wrote, 
adding that the ships would be fuelled by boil-off 
hydrogen.

There is an ammonia trade equivalent to about 3m 
tonnes of hydrogen per year, primarily from the 
Arabian Gulf and Trinidad and Tobago to Europe 
and North America.

The IEA noted shipping is the most effective way 
to transport hydrogen for distances above 1,500 
km. Below that mark, pipelines is likely to be 
cheaper.

“These alternatives are cheaper to ship, but the costs 
of conversion before export and reconversion back to 
hydrogen before consumption are significant. They 
may also sometimes give rise to safety and public 
acceptance issues,” the IEA wrote.
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The IEA argued that shipping, like aviation, was an 
opportunity for hydrogen-based fuels as the sector 
lacked available low-carbon fuel options.

“Ammonia and hydrogen have the potential to 
address environmental targets in shipping, but their 
cost of production is high relative to oil-based fuels,” 
the IEA said.

Compared to other alternative fuels, the main 
impediment for the hydrogen-based fuels to prevail 
will likely be the higher cost and the non-existent 
bunkering infrastructure.

The IEA admitted it was difficult to assess the exact 
cost of liquid hydrogen as a shipping fuel, but it said 
the cost would be primarily attributable to storage 
and bunker vessels.

Meanwhile, infrastructure that can fuel ships 
with ammonia needs massive expansions for the 
gas to become a fixture in the marine fuel 
landscape.

“As an indication, satisfying shipping demand in the 
long term would require 500 metric tonnes of 
ammonia, almost three times the level of current 
global production and about 30 times the volume of 
ammonia currently traded,” the IEA said.

The IEA conceded that shipowners had no direct 
control over the infrastructure development, which 
will determine, to some extent, the alternative fuels 
that they will use to meet future environmental 
targets and regulations.

Tanker attacks add to oil price uncertainties
REGARDLESS of who is behind last week’s attacks 
on two tankers in the Gulf of Oman, the fact remains 
that oil markets have so far been relatively unmoved 
by the events. Indeed, apart from a momentary rise 
of 4% immediately after the attacks, the price of oil 
soon fell back.

Still, the incident is adding another layer of 
uncertainty to the pump prices, at a time when a 
group of Saudi-led oil-exporting countries are 
meeting to extend the deal on production cuts.

“While escalating trade disputes and weakening 
global economic conditions, a poor oil demand 
outlook, and high inventories are the primary 
factors weighing in on current oil prices, this is the 
second attack within a month on tankers at or near 
the world’s most important oil transit chokepoint,” 
Muse, Stancil & Co (Asia) managing consultant Dr 
Tilak M Doshi told Lloyd’s List.

“We have yet to see if vessel fixtures and insurance 
rates for oil tankers traversing the Strait are being 
affected. Nevertheless, the geopolitical risk of 
further attacks in the Strait must now be a factor of 
concern in the overall bear market of a weakening 
oil demand outlook,” said Dr Doshi.

Before last week’s attacks, oil prices had already 
fallen into bear market territory, plummeting 20% 

from a high of just more than $75 per barrel to less 
than $60 per barrel in just six weeks.

Nonetheless, the attacks did have an upward effect 
on prices, due more to perceptions than on an actual 
disruption of supplies.

Noha A Razek, professor of economics at the 
University of Regina in Saskatchewan, Canada, said 
that “geopolitical uncertainty, expected oil supply 
disruption and concerns that supply won’t meet 
demand would have immediate impact on oil prices 
before oil supply actually changes. That is why the 
attack in Hormuz caused an oil price increase.”

But Dr Razek also noted that this increase “may be 
short-lived” and its duration would be affected by 
fundamentals and the interaction between actual 
supply and demand as well as concerns about the 
outcome of the forthcoming meeting of the 
Organisation of the Petroleum Exporting 
Countries.

Opec and other producers — an alliance known as 
Opec+ — have had an agreement to cut production 
by 1.2m barrels per day from January 1. That 
agreement ends this month, and the group is to meet 
soon to decide their next move.

“We are hoping that we will reach consensus to 

MARKETS
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extend our agreement when we meet in two weeks’ 
time in Vienna,” said Saudi Arabia’s oil minister 
Khalid al-Falih on the sideline of a G20 energy and 
environment ministerial meeting in Karuizawa, 
northeast of Tokyo, on Sunday.

The decision to cut production last January, did have 
the effect of sending oil prices higher in succeeding 
months and some members of Opec+ doubtlessly 
would like a repeat of that success, short-lived as it 
may have been. But their decision could be rendered 

moot, if there are any further attacks in the Strait of 
Hormuz.

At the G20, Mr al-Falih addressed that concern over 
security in the Strait, saying “there must be a rapid 
and decisive response to the threats on energy 
supply, market stability and consumer confidence 
from threats created by the recent hostilities”.

Production cuts may mean higher prices, but halting 
supplies is another matter altogether

Asia-Europe box rates continue to struggle
ASIA-Europe headhaul box shipping rates have 
suffered further declines as lines discounted rates to 
boost utilisation levels, while the threat of further 
US tariffs on Chinese goods later this year continues 
to cloud transpacific forecasts.

Spot freight rates on Shanghai-Rotterdam dropped 
$52 week on week, tumbling to $1,487 per feu on 
June 13, according to Drewry.

The 3% weekly loss left rates on the trade 8% lower 
than a year ago, with lines also feeling pain on the 
backhaul Rotterdam to Shanghai trade, where rates 
of $548 per feu were down 46% year on year.

In an attempt to stem headhaul rate declines, 
carriers are hoping general rate increases at the start 
of July will offer a boost ahead of the late summer 
peak season.

CMA CGM said its Freight All Kinds rates from 
Asian ports to all North European ports would be 
increased to $2,000 per feu on July 1 until further 
notice “but not beyond July 14”. This followed the 
line’s earlier announcement of rates of $1,700 per feu 
from June 16 to June 30.

Flexport said some carriers would also likely 
attempt a June 15 general rate increase on Asia-
Europe services, adding that peak season is 
“expected to grain traction in mid-June”.

Frieghtos, a digital marketplace, noted late last week 
that China-Europe spot rates were now significantly 
lower compared with last year and 2017.

“Supply outstrips demand because, along with the 
China-Mediterranean lane, most of the 18,000+ teu 
mega-vessel roll-out has to be absorbed here,” said 
Eytan Buchman, chief marketing officer at 
Freightos. “With 95 of these vessels delivered so far 
and another 42 on order, it is no wonder this week’s 
price is 15% down on 2018 and 30% down on 2017.”

Although rates from China to the US have suffered 
major losses this year, they are still holding up far 
better than Asia-Europe in year-on-year 
comparisons.

However, while some analysts are now expecting US 
import volumes from China to be lower this summer 
than during 2018 when volumes were boosted by 
frontloading ahead of new tariffs, others expect new 
tariffs to provide a short-term boost.

Drewry’s analysis of the World Container Index 
noted that rates on Shanghai-Los Angeles dropped 
$40 last week to $1,412 per feu, while rates from 
Shanghai to New York decreased $24 week on week 
to reach $2,492 per feu.

However, Shanghai-Los Angeles rates are 7% up 
compared with a year earlier, while Shanghai-New 
York rates are 3% higher.

Fresh US tariffs on Chinese exports could further 
change the dynamics of the transpacific headhaul 
trade in the coming months.

US Commerce Secretary Wilbur Ross has said 
there was little prospect of a US-China agreement 
being reached at the upcoming G-20 meeting in 
Japan.

Instead he reiterated President Donald Trump’s 
promise to make China trade on a level playing field 
by putting 25% tariffs on the remaining $300bn of 
Chinese goods not currently subject to US tariffs, a 
step one analyst predicted would likely be put into 
effect in the third quarter.

“We will eventually make a deal, but if we don’t, 
the president is perfectly happy with continuing 
the tariff movements that we’ve already 
announced, as well as imposing the new ones that 
he has temporarily suspended,” Mr Ross told 
CNBC.
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He also said the US president was “giving very 
serious thought” to introducing tariffs an all auto 
imports, including those from the European Union, 
another area with which President Trump would 
prefer to trade on a level playing field.

Mr Buchman said blank sailings on China-US west 
coast services had helped carriers enforce June 1 
general rate increases but the spectre of further 
tariffs could provide a demand boost.

“June 1’s west coast rate increase turned around a 
two-month, 22%, decline in China-US west coast 
prices,” he said. “The increase stuck because of 
carrier discipline reducing vessel capacity, skipping 
ports of call and blanking sailings.

“Carriers may soon be able to keep prices higher 
without removing capacity. Advance ordering 
resumed in May following President Trump’s threat 
to slap a tariff on all untaxed imports, and many of 
them are now close to being shipment-ready.”

IN OTHER NEWS
Congo, Togo and Comoros among 
worst performing flag registries
THE Democratic Republic of 
Congo, Togo and Comoros are 
the world’s worst-performing flag 
registries, based on the Paris 
Memorandum of Understanding 
on Port State Control’s latest 
performance list.

They are among 14 flags 
blacklisted this year in the Paris 
MoU list. The results are derived 
from a review of inspections and 
detentions of vessels over a 
rolling three-year period. Only 
flags with more than 30 
inspections are included on the 
list.

Topping the white list was the 
Isle of Man, with five detentions 
out of 651 inspections. It was 
followed by Bahamas, Singapore 
and France.

Kyushu Electric backs small-scale 
Australian FLNG
THE Australian unit of Japanese 
utility group Kyushu Electric is 
teaming up with Perth-based 
outfit Transborders Energy to 
develop a floating liquefied 
natural gas plant to monetise 
stranded gas resources.

The pair have signed a joint study 
agreement for the FLNG project, 
which was granted “major 
project” status by the Australian 
government and assistance to 
seek regulatory approvals.

The agreement calls upon the 
two parties to pre-negotiate key 
commercial terms of the FLNG.

Inpex takes steps toward $20bn  
Abadi LNG plant
WITHIN weeks, Japan’s Inpex 
Corp will submit development 
plan for regulatory approval to 
develop a 9.5m tonnes per 
annum onshore liquefied natural 
gas plant in eastern Indonesia.

The Japanese firm penned an 
agreement with the Indonesia 
government at the sidelines of a 
meeting of G20 energy and 
environment ministers held over 
the weekend.

Inpex indicated that it expects to 
reach a final investment decision 
on the Abadi LNG project in two 
to three years, with the aim of 
starting up production in 2027, 
according to a report.

Panama Canal proposes new toll 
structures
THE Panama Canal Authority has 
published a proposal to modify its 
current toll structure for vessels 
using its neo-panamax locks.

For the containership segment, 
the main user of expanded locks, 
the proposed toll modifications 
are designed to retain and 
incentivise increased cargo 
volumes through the Panama 
Canal with an improved loyalty 
programme.

The proposal offers more 
attractive rates for customers 
who benefit from the Panama 
Canal Loyalty Programme by 
adding new levels with reduced 
rates in the capacity charge for 
shipping lines deploying 2m 
teu-3m teu, and additional 
reductions for lines deploying 
more than 3m teu.

UK national minimum wage to be 
extended to seafarers
LEGISLATION will be introduced 
in September to extend the 
National Minimum Wage Act to 
cover seafarers working between 
UK ports and in the offshore 
energy supply chain, the 
Department for Business, Energy 
and Industrial Strategy has 
announced.

However, pay rates on 
international routes from UK 
ports, on which basic pay for 
ratings can be as low as £1.75 
per hour, according to unions, will 
not be affected by the decision.

In January last year, the UK 
issued official guidelines on the 
application of the existing law to 
be disseminated at British ports 
in 50 languages, effectively 
telling owners that it applied to 
the shipping industry.

Yard-backed CSSC Shipping shares 
fall on debut after IPO
SHARES in CSSC (Hong Kong) 
Shipping fell 7.5% below their 
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initial public offering price on the 
first trading day after the 
shipyard-owned leasing house 
raised over $250m in Hong Kong.

The stock closed at HK$1.24 
($0.16) per share on Monday, 
compared with the offer price of 
HK$1.34 which was at the lower 
end of a proposed price range 
capped at HK$1.42.

The price fell as low as HK$1.21 
in early afternoon trading before 
regaining some lost ground.

Seanergy eyes October deadline for 
scrubbers
SEANERGY Maritime Holdings, a 
capesize owner. said it is on 
schedule to have scrubbers 
installed on five of its vessels, or 
half its fleet, by the end of 
October.

The first scrubber installation, on 
the 2010-built Lordship, is 
currently in progress, the Athens-
based company said in a 

statement. The previously agreed 
commercial agreements relating 
to the exhaust gas cleaning 
systems is expected to cover 
most of the costs of the off-hires, 
it said.

Two ships not being fitted with 
scrubbers are due to go through 
“special and intermediate 
surveys,” the company added. 
The first scheduled dry-docking, 
of the 2004-built Gloriuship, was 
successfully completed in April, it 
said.

Hunter agrees sale of new VLCC
HUNTER Group, a Norwegian 
investment company focused on 
the tanker market, has agreed the 
sale of one of its eight very large 
crude carriers being built in 
South Korea.

The company has signed a 
memorandum of understanding 
with Far Eastern buyers it did not 
identify for the sale of the 
newbuilding vessel, which will be 

delivered at the end of October. 
That is also the closing date for 
the transaction.

The price was $98m and the 
buyer has agreed to pay a 
deposit equal to 20% of the 
purchase price, it said in a 
statement.

D’Amico sells joint-venture tanker
D’AMICO International Shipping, 
a product tanker company, has 
agreed to sell a jointly owned 
vessel, the second this month.

DIS, which has a 51% share in DM 
Shipping, a venture with 
Mitsubishi Group, is selling the 
2009-built, 46,547 dwt medium 
range tanker High Efficiency for 
$16.1m. The vessel was built by 
Nakai Zosen Corp of Japan.

The deal gives DM Shipping a 
cash generation of $13.2m, net of 
commissions and reimbursement 
of the vessel’s existing loan, 
d’Amico said in a statement. 

For classified notices please view the next page.
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