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Daily Briefing
Leading maritime commerce since 1734

Thursday June 20, 2019

UK flag abandons growth 
targets as Brexit wipes out 
30% of tonnage

THE UK SHIP REGISTER, which previously set a target to double the 
size of the flag, has lost more than a third of its tonnage in the past 12 
months, largely because of commercial concerns from owners 
regarding Brexit.

While the threat of a Brexit-fuelled exodus for the UK flag has been 
looming for some time, several major shipowners have quietly been 
making good on their threats to pull tonnage in the face of financial 
and political uncertainties surrounding the exit of UK from the 
European Union.

In all, 34.4% of tonnage has been lost in a year, despite a stated aim to 
double the size of the flag to 30m gt.

Lloyd’s List Intelligence data reveals that the UK flag has dropped from 
16.1m dwt 12 months ago to 10.6m dwt today.

One of the biggest blows has been the loss of French container giant 
CMA CGM, which reflagged a total of 40 vessels away from the UK 
between late February and April this year, Lloyd’s List Intelligence 
record reveal.

Three of the vessels were moved to the French flag, but the rest have 
been moved to Malta.

CMA CGM’s UK division now has just has one vessel flagged in the UK 
— the 1,728 teu CMA CGM Okapi.
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Previous high-profile Brexit-fuelled flag exits have 
included P&O Ferries which reflagged its six cross-
channel ro-ros to Cyprus earlier this year and 
Wallenius Wilhelmsen which reflagged eight of its 
car carrier fleet.

Carisbrooke Shipping, which owns or operates 31 
dry cargo and multi-purpose vessels from offices in 
Cowes in the UK and Dordrecht in the Netherlands, 
has also started moving tonnage, having previously 
said it was considering its options.

Two of Carisbrooke’s general cargo vessels, Vectis 
Eagle, Vectis Falcon have now moved to Portugal 
under the Madeira flag.

Other notable exits in the past 12 months have 
included CPO Holding moving three tankers and 
Genco moving two bulkers. Several financial 
institutions acting as owner of vessels have also now 
started to shift tonnage out of the UK flag.

Tufton Oceanic, Credit Agricole, Bank of 
Communications Financial Leasing Company, 
Breakwater Capital, China Huarong Financial Leasing 
and Minsheng Financial Leasing have all moved 
tonnage away from the UK flag in the past 12 months.

The steady exodus of owners from the UKSR 
because of Brexit has long been in opposition to its 
stated ambition of growing the flag to hit 30m gt — a 
target set by the previous director of the UKSR Doug 
Barrow who quit his role in December last year.

A leadership restructure at the UKSR announced 
this week by the Maritime & Coastguard Agency has 
confirmed that leadership of the UK flag will now 
fall to Katy Ware, director of Maritime Safety and 
Standards.

Ms Ware, who is permanent UK representative to 
the International Maritime Organization, confirmed 
that all previous growth targets had now been 
abandoned and the UKSR was going through a 
period of “resetting its focus”.

“The growth targets are no longer feasible, they are 
unrealistic and don’t represent where we’re at,” she 
told Lloyd’s List.

While acknowledging the recent exodus of tonnage 
had been a blow to the UKSR, Ms Ware pointed out 
that the decisions to leave were almost all related to 
the uncertainties caused by Brexit, rather than any 
underlying concerns with the flag’s quality or 
services.

Rather than appointing a new director the 
UKSR flag responsibilities have been moved 
under the purview of Ms Ware’s Maritime Safety 
and Standards division, with the intention 
creating “a more holistic structure” to the flag 
operations.

“We are going through a period of inward reflection 
in terms of where the flag is, how we position 
ourselves in the world,” she said.

Ms Ware said she was confident that the tonnage 
losses had now flatlined, but accepted that with 
continued uncertainty over Brexit, growth 
ambitions were being kept under review for the 
moment.

“I don’t believe it’s a poisoned chalice,” she said. “I 
recognise the potential for numbers to keep 
dwindling, but I am saying that this is now a long-
term strategic route for UKSR that we have to take 
and it’s an amazing opportunity.”

Responding to questions about the dramatic loss of 
tonnage and major international shipowners from 
the UK flag, the UK Chamber of Shipping was less 
optimistic.

“The loss of so much UK flagged tonnage is 
obviously of huge concern and while in some cases 
this has happened because of Brexit-related fiscal 
and financial considerations, it also serves to 
underline the damage being done to the shipping 
industry by the continued uncertainty over Brexit,” 
said David Balston, director of policy at the UK 
Chamber.

“It also demonstrates that improving UK 
competitive advantage and the attractiveness of the 
UK flag, both key parts of the government’s 
Maritime 2050 strategy, must be given the highest 
priority post Brexit,” he added.
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Cyprus shipping community grows steadily 
amid EU uncertainty
CYPRUS has seen significant growth in the number of 
companies linked to its tonnage tax scheme, according 
to Shipping Deputy Minister Natasa Pilides.

Now in its 10th year, the initiative has 210 
companies signed up, compared with 168 two years 
ago, she told Lloyd’s List. In addition, 
shipmanagement revenue has increased by 9% 
between 2017-18 and 2018-19.

Managers are responding to political stability, the 
local wealth of human talent — “at a reasonable 
cost,” she added.

Shipowners who had shifted their business to London 
or to Greece have now relocated back to Limassol. 
“There are not as many Greek owners making the 
move as people say, but there have been some.” 
Germans are viewing Cyprus with new interest.

Ms Pilides was appointed to her position in March 
2018 following several years of calls from the 
shipping community in Cyprus for a stronger 
presence in government than one of many elements 
in the Ministry of Transport, Communications and 
Public Works. At the time, she wanted to diversify 
the maritime cluster beyond the trusted stalwarts of 
shipmanagement and the ship registry, one of 
Europe’s largest by tonnage.

“I have been pleasantly surprised by the momentum,” 
Ms Pilides said. “There has been renewed interest in 
technology, ballast water, bunkering, P&I insurance, 
and in the energy sector more broadly. All the 
maritime stakeholders are playing an active role in 
building the cluster.” Incorporated into the legislation 
that set up the Deputy Ministry was a requirement to 
hold a strategy meeting every two weeks with the 
president.

It has also been noteworthy that whereas the old 
Ministry of Transport, Communications and Public 
Works was situated in Nicosia, the Deputy Ministry 
has been located close to the maritime community 
in Limassol. “Although [former transport minister 
Marios Demetriades] could only spend 10%-20% of 
his time on shipping, I am now 100% engaged,” she 
emphasised.

Among the many changes has been shake-up of the 
Department of Merchant Shipping, which never had 

the authority to market the flag, spending its 
energies on processes. “Now we can consider how 
we should change registration to make it less 
bureaucratic, how to upgrade our tax policy, and 
how we can strengthen our offices abroad. And now 
we can travel to find new business overseas.”

So far, the Shipping Deputy Minister has 
concentrated her attention where Cyprus has its 
existing clients — in Germany, Greece, Hong Kong, 
Singapore, New York and Norway. The next step will 
be to push into China and Japan.

Further expressions of interest have come as a result 
of the tender for the construction of a liquefied 
natural gas terminal in Vasilikos Bay, near Limassol.

The project involves the design, construction and 
operation of an import terminal, and procurement 
of a floating storage and regasification unit of at least 
125,000 cu m storage capacity. The facility, which 
will be capable of unloading LNG from vessels of 
120,000 cu m to 217,000 cu m, has an estimated 
value of €500m ($566m). The aim is to have the 
facility in operation by the end of 2020.

Ms Pilides has been present at the larger maritime 
conferences and exhibitions because “we need to be 
present in the conversation. People must feel we’re 
on the map; we should have an opinion.”

Finance appears to be the element of the cluster that 
requires some more work. “The local Cyprus banks 
have branched into ship finance. It’s a limited 
market, however, there is potential for growth in 
alternative investment funds.” She revealed that 
funds under management in Cyprus — of all kinds 
— has grown six-fold since 2013, so there is certainly 
potential to be secured.

Even though Cyprus is one of Europe’s smaller states, 
it continues to punch above its weight in the sector.

Its core platforms of shipmanagement and the flag 
are the foundation of what, Ms Pilides believes, will 
grow into one of the EU’s strongest maritime 
communities.

With some of the EU’s largest economies currently 
in a state of flux, Cyprus seems well-positioned to 
benefit.

WHAT TO WATCH
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OPINION

Open-loop scrubbers in ports — what’s all 
the fuss about?
THE words ‘port infrastructure’ usually conjure up 
images of quay walls, breakwaters, roads and cranes, 
writes Mark Simmonds, head of policy and external 
affairs at the British Ports Association. But some of 
the most critical infrastructure to port operations is 
below the water — berths and navigational channels 
maintained at safe depths.

All UK harbour authorities, regardless of size or 
focus, share a common duty to act as guardians of 
this infrastructure and with it, enable the entire 
maritime economy. Dredging campaigns are an 
expensive but unavoidable reality for most ports and 
can on occasions be a challenging and even emotive 
issue.

The British Ports Association has been following the 
growing debate on the use of open-loop scrubbers 
with interest.

Our calls for a grown-up debate between ports and 
the shipping industry has been met with some 
understandable concern from certain quarters.

But we are determined to ensure that any potential 
impacts that affect port operations should be 
properly explored. To date, the focus has been firmly 
on water quality in the open ocean and coastal areas 
and latterly, ports. The main concern for most ports, 
however, is impact on sediments in harbour areas 
and enclosed waterways.

The debate on the effect of open-loop scrubbers on 
water quality continues. But the more specific debate 
on the impact on sediments in port areas — 
particularly ports with enclosed systems — has 
barely begun.

Our concern is that the contaminants being removed 
from ships’ exhaust emissions in ports could build 
up in sediments, perhaps over many years, making 
future dredging campaigns more problematic.

Clearly it is in the ports industry’s best interests that 
its customers can continue to call regularly, but we 
have seen some ports around the globe ban the use 
of open-loop scrubbers and that has not gone 
unnoticed here.

We are not taking an interest in this because it is 
fashionable but because it is wholly necessary. We 

are keen to have a sensible conversation with 
shipping industry, scrubber manufacturers and 
regulators. It’s not a bandwagon or fad but a genuine 
concern around a potential risk to the future 
viability of port operations.

Dredging is not cheap and disposing of 
contaminated sediments increases costs ten-fold. It 
also makes the process of obtaining consents for 
disposing of spoil much more time-consuming, 
difficult and on certain occasions almost impossible. 
Berths and navigational channels are key 
infrastructure for harbours and any potential risk to 
their viability is treated as a top priority for ports.

It may be that the risks are minimal, and that is our 
hope, but this remains an unknown.

We are keen to see robust evidence that placing 
these contaminants in the water at berths and in 
harbour areas will not build up and pose a risk to 
dredging operations.

A precautionary approach is not unreasonable when 
the potential risks are so high. The ideal solution is 
that the shipping industry can reassure UK ports 
that our industry will not be picking up the 
environmental and economic cost for scrubbers in 
years to come.

Environmental regulations are moving in one 
direction: they are becoming ever more restrictive 
and challenging. The view of UK regulators as to 
what constitutes a contaminant in sediments, or 
how much is tolerable, develops over time with 
advances in science and public attitudes.

Ports must bear that in mind when considering 
whether to allow pollutants to be discharged into 
their infrastructure.

We take no view on the viability or use of open-loop 
scrubbers outside of harbour areas. But within 
their limits UK ports have statutory duties to 
maintain and improve their harbours and that 
includes keep channels and berths at their 
advertised depths.

We understand that the stakes are high in this 
debate, but we do not believe that the business case 
for open-loop scrubbers is fatally undermined by 
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turning them off and switching to compliant fuel 
when in harbour areas, and some operators are 
looking at this.

The UK government’s position is that open-loop 
scrubbers are an important part of the picture when 
complying with the sulphur cap and that ports should 
take decisions individually on a case by case basis.

Our concern is that introduces commercial 
considerations into the decisions and pits ports 
against one another, where they may lose business 
because of behaviour beyond their control. As an 

industry association we are beginning to question if 
that remains a viable position in the face of a lack of 
robust evidence that these systems will not create 
long-term issues for critical infrastructure.

The British Ports Association is keen to work with 
all those with an interest in this debate in a 
professional manner.

We believe that collaboration and discussion with 
our friends across the maritime industry can find a 
solution that allays what are very real concerns. Our 
door is and will remain open.

Smaller boxships order imbalance looms
CARRIERS and containership operators may need 
to return to the yards with orders for smaller ships 
as the ageing fleet of sub-3,000 teu ships becomes 
uneconomical after 2020.

Research shows most of the new tonnage ordered 
during the past 10 years has been in the very large or 
ultra-large segments, leading to the ratio of deepsea 
to feeder vessels becoming skewed in favour of large 
ships.

“Despite the ordering of dozens of smaller 
vessels, the ordering of larger vessels has served 
to offset most of this, hence still leaving a 
potential gap beyond 2020,” Sea-Intelligence 
said.

The current container ship orderbook showed a 
continuation of this trend, driven by a sustained 
growth in the larger vessel segments, it noted.

“A total of 121 ships of over 10,000 teu are on order 
and scrapping in this size range is not expected to 
occur in the next five years,” Alphaliner said. 
“While the fleet segment of below 3,000 teu also 
has 290 ships on order, the number of smaller 
ships will continue to fall, as many of the 695 
vessels is this sector are at least 20 years old and 
many will have to be scrapped in the coming 
years.”

The implementation of the low-sulphur rule in 2020 
will put further pressure on the feeder segment, as 

older feeder vessels are not very fuel efficient, 
according to Sea-Intelligence.

It argues that once scrapping is considered, 
maintaining the feeder to main vessel ratio will 
require at least 400 to 600 vessels to be ordered in 
the feeder segment, for delivery during the next two 
to four years.

But Alphaliner suggests that demand for ships of 
below 3,000 teu has fallen as improved port 
infrastructure in emerging markets and higher 
freight demand had led to the replacement if 1,000 
teu to 3,000 teu ships by larger vessels.

“The overhang of cheap classic panamax ships of 
4,000 teu-5,100 teu has also hastened the shift, 
while the oncoming IMO 2020 sulphur cap rule will 
favour larger ships to mitigate the increase in fuel 
prices,” it said.

Nevertheless, Alphaliner also foresees a shortfall in 
smaller tonnage in the years ahead.

“A large part of fleet in this size category was built 
between 2005 and 2009, and many of the ships will 
thus reach scrapping age by the mid-2020s,” it said.

“Medium-term requirements of common feeder 
operators and the needs of some smaller regional 
carriers who partly rely on the charter market for 
tonnage procurement, could eventually prompt a 
fresh round of vessel orders for this sector.”

ANALYSIS
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CONFIDENCE in the shipping industry has dipped 
due to concerns over trade wars and increased 
regulation, according to the latest survey by global 
adviser and accountant to the sector BDO.

The average rating dipped to 6.1 out of 10 in the 
three months to May versus 6.2 in the quarter to 
February.

“A small dip in confidence is not surprising given the 
recent volatility generated by the US-China trade 
wars, the heightened tension in the Arabian Gulf, 
the failure to conclude Brexit negotiations, and 
general political instability in many parts of the 
world,” said BDO’s partner in the shipping and 
transport unit Richard Greiner.

“Markets love volatility, but it can have an adverse 
effect on confidence,” he noted, adding that the 
increased cost of regulation was also bearing down 
on confidence.

While confidence levels in Europe weakened to 6.1 
from 6.3, improvements were noted in Asia, with 
confidence rising to 6.0 from 5.8, while in North 
America, confidence grew to a level of 6.4 from 5.6, 
according to the survey.

The chartering sector had a score of 6.2 from 6.0, 
while owners’ and managers’ views were unchanged 
at 6.3 and 5.8, respectively. Only brokers showed a 
decline to 5.7 from 5.9.

As for the next 12 months, 26% of respondents 
expected demand trends to most likely influence 
performance, while 19% cited competition, and 
13% cited finance costs, according to the quarterly 
survey, which launched in May 2008.

On a positive note, Mr Greiner said that new 
technologies would make shipping more 
attractive to investors and “act as a trigger to 
accelerate the pace and extent of scrapping”. He 
added: “Higher freight rates should logically 
follow, and those who hold their nerve will 
ultimately benefit.”

The number of respondents expecting higher freight 
rates in the tanker market over the next year rose 4 
percentage points to 55%, while the numbers 
expecting higher containership rates rose by 9 
percentage points to 35%.

In the dry bulk market, expectations of higher rates 
fell to 48% from 52% in the last survey, mainly 
related to the ongoing trade tensions.

In response to forecasting the level of the Baltic Dry 
Index in 12 months’ time, half of respondents 
anticipated a figure of between 1,000 points and 
1,499, compared with 36% a year ago, while 22% 
estimated the level between 1,500 points and 1,999, 
down from 42% a year ago.

The BDI was at 1,135 points at the close on Tuesday.

MARKETS

Shipping confidence dips amid 
trade war concerns

IN OTHER NEWS
Trump says Gulf of Oman attacks 
were ‘very minor’
US president Donald Trump has 
described last week’s attacks on 
two oil tankers in the Gulf of 
Oman as “very minor”.

“So far, it’s been very minor,” Mr 
Trump said in an interview with 
Time magazine.

In the wake of the attacks, Mr 
Trump said, “Iran did it”, citing 
video footage released by the US 
military as evidence of its 
involvement.

Anadarko sanctions Mozambique’s 
first onshore LNG terminal
US-BASED Anadarko Petroleum 
and its joint venture partners 
have sanctioned Mozambique’s 
first onshore liquefied natural gas 
terminal.

On Wednesday, the 
independent oil and gas firm 
announced the final investment 
decision on the first two trains 
with nameplate capacity of 
12.88m tonnes per annum for 
the Area 1 Mozambique LNG 
project.

The project, which is valued at 
$20bn, has secured 11.1m tpa of 
long-term LNG sales with key 
buyers from Asia and Europe, 
including China’s CNOOC, 
Japan’s JERA and Taiwan’s CPC.

Bespoke cargo clauses push ICC 
policies aside
CARGO insurance has undergone 
a revolution in recent years and is 
no longer largely based on 
Institute Cargo Clauses.

Typical policies can now run to 
40 pages or more, including 
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multiple bespoke wordings that 
often make it harder to settle 
claims, according to HFW senior 
associate Matthew Wilmshurst.

“I can’t remember the last time I 
saw a policy that incorporated 
the Institute Cargo Clauses,” he 
told a seminar at the law firm’s 
London headquarters, as part of 
its Marine Insurance Week 
programme.

Sinopec unit grants FPSO charter 
extension to Yinson subsidiary
SINOPEC’s unit Addax Petroleum 
has extended the charter on the 
Yinson-owned floating 
production, storage and 
offloading vessel, Adoon, by 
another four years.

Kuala Lumpur-listed Yinson 
Holdings said the contract 
extension, worth $137.5m, 
started on June 17 and was 
granted to its subsidiary, Addon.

Addax has repeatedly extended 
the charter on FPSO Adoon. In 
May, Yinson disclosed the Sinopec 
unit had extended the FPSO 
charter by one month to June 16.

Law passes to limit boxships into Port 
of Houston
PORT of Houston executive 
director Roger Guenther has 
expressed dissatisfaction with 
legislation signed this week by 
Texas governor Greg Abbott that 
effectively discriminates against 
containerships traversing the 
52-mile Houston Ship Channel,
which links the port to the Gulf of
Mexico.

“We are steadfast in our position 
that keeping the channel open for 
all vessel traffic is in the best 
interests of our state and nation,” 
said Mr Guenther, adding that the 
port remains “focused” on 
obtaining federal authorisation 
for construction to widen the 
Houston Ship Channel.

The legislation comes after 
months of rancour between 
proponents of container shipping 
and a lobbying group called the 
Coalition for a Fair and Open Port 
that represents Houston energy 
companies.

Panalpina flags potential disruption 
ahead of IMO 2020
ANALPINA, the freight forwarder, 
has warned of potential 
disruption to supply chains 
ahead of the International 
Maritime Organisation’s 2020 
sulphur cap.

“The regulators have laid out the 
rules, but the path for 
shipowners, operators and 
carriers to complying with the 
low-sulphur limit remains rocky,” 
Panalpina said in as.

It said there is “considerable 
potential for supply chain 
disruptions” because of “delays 
in fuel supply, denied port calls, 
retrofitting or downtime of ships”.

MSC crew held after US drugs 
operation
MEDITERRANEAN Shipping 
Company has said it is “aware” of 
a seizure of 16.5 tonnes of 
cocaine worth $1bn from one of 
its vessels at the Port of 
Philadelphia.

The illegal cargo was reported to 
have been found in seven 
containers on the MSC Gayane.

“Members of the ship’s crew have 
been arrested and federally 
charged, and the investigation is 
on-going,” the US Attorney’s 
Office said in a statement on 
Twitter.

SIPG appoints government official as 
new chairman
SHANGHAI International Port 
Group has appointed an official 
from the municipal government 
as its new chairman.

Gu Jinshan, 57, replaces Chen 
Xuyuan, who will retire from the 
current chairmanship after 46 
years at the Port of Shanghai, 
where he started his career as a 
terminal worker.

Mr Gu has been the deputy 
secretary-general of the 
Shanghai government since 
September 2017. Before that he 
was head of the Shanghai 
Municipal Water Authority, 
previously known as the 
Shanghai Municipal Ocean 
Bureau.

Vale allowed to restart Brucutu 
operations
VALE said it has been given 
permission by the president of 
the Superior Court of Justice to 
restart operations at its Brucutu 
mine.

The decision allows Brazil’s 
mining giant to fully resume 
wet processing operations 
within 72 hours, it said in a 
statement. That will enable it 
to increase the average quality 
of its product portfolio, it 
added.

The latest decision overturns 
the ruling in May, by the Minas 
Gerais State Court that ordered 
a suspension of activities at the 
Laranjeiras dam, which is 
linked to Brucutu, according to 
Vale.

For classified 
notices please 
view the next 
page.
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