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Carriers head to yards
for ULC orders

EVERGREEN AND HAPAG-LLOYD are believed to be pondering
orders for super-sized containerships, as the two carriers are
compelled to follow the bigger players and remain competitive.

The Taiwanese and German shipping lines have reached out to yards in
Asia separately, in quest of up to 15 newbuilding 23,000 teu vessels
with a combined value of about $2.2bn, according to a Wall Street
Journal report

Evergreen was seeking eight to nine ships, while Hapag Lloyd was
looking for six units.

A major yard in China has been approached by the two carriers for
tenders, an executive confirmed, adding the quality of the Chinese-
made vessels were now very close to those made in South Korea, with a
price advantage of 5%-10%.

But he noted the South Korean yards have become more aggressive on
pricing in recent years, with a less sufficient backlog. “The South
Korean yards are hungrier than us.”

The executive added the owners this time are open to dual-fuel
designs, although they appeared more inclined to build ships with just
conventional engine systems that burn fuel oils.

In response to questions, Evergreen said in statement that it “continues
monitoring market development and customer demand, adopts
advanced shipbuilding technologies to introduce the most suitable
vessel types in line with the line’s stringent eco-friendly criteria for
fleet renewal”.
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“After the negotiations with tonnage suppliers are
completed, information about our newbuilding
programmes or charter parties will be announced as
required by authorities concerned.”

A spokesman for Hapag-Lloyd said: “We are always
looking at the potential of bringing new ships into
the fleet. We regularly do this, but there will be no
short-term decision on anything.”

Hapag-Lloyd, which has seen its fleet grow to 1.7m
teu through its merger with United Arab Shipping,
currently has no new ships on order.

Previously, the German carrier has indicated a
cautious approach to fleet expansion. In its latest
annual report, it said that at the end of 2018 the
average age of its fleet was just 7.9 years, and the
average size of its vessels was 7,240 teu.

Speaking at the launch of its Strategy 2023
programme last year, chief executive Rolf Habben
Jansen indicated he would only order more ships
when market conditions allowed.

“Everyone knows that if you do not have a strong
track record today and you are starting to invest a
lot, the risk that you do not survive in another crisis
is relatively high,” he said.

“At Hapag-Lloyd, we are more cautious. In the
future, the next few years will not look so bad, and
when it is needed again, we’ll be ready and able to
invest without risking the whole business.”

Nevertheless, Hapag-Lloyd has ordered no new

ships since 2015, and Mr Habben Jansen’s reticence
has always been in the short to medium term. After
a four-year hiatus, it will require new, larger ships if

it is to remain competitive with its rivals and
maintain its position as the fifth-largest carrier by
capacity.

Jason Chiang, director of Ocean Shipping
Consultants, described Evergreen and Hapag-Lloyd
as the “middle of the pack” of container shipping
lines that are not small enough to compete in the
feeder services segment.

“They have the opportunity now to tap a softer
shipbuilding market to get better newbuilding
prices compared to those previously offered to their
larger rivals,” he said. “Mid-sized container
shipping lines face the risk of having to fold if they
do not invest in new, larger boxships that can
compete in the market.

“If Hapag-Lloyd and Evergreen proceed with the
newbuilding orders, it is likely they will retire
existing tonnage that may no longer be competitive
in the near future.”

Financiers in China have also smelled the
opportunities.

One executive from a major shipping leasing house
said the company is interested in funding the deals,
although discussions about the orders were still at
an early stage.

Another Chinese lessor said the ordering interest
from Evergreen and Hapag-Lloyd was more of a
defensive move, as the leading carriers have already
equipped with a large amount of modern 20,000
teu-class ships.

“They are just followers. If they do not follow, they
will drop out.”

ANALYSIS

Weakness In soyabean trade returns

CHINA'’S imports of soyabeans are on the decline,
again, after a month of reprieve in April.

A combination of trade tensions with the US, and
swine flu, that has wiped out a vast number of the
pig population in China, has seen consumption fall.
Could the peak bean bullishness now be over?

According to the US Department of Agriculture,
China’s imports are expected to drop to 85m tonnes
in the 2018/19 marketing year which runs from
September to August versus 94m tonnes in the
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previous year. The next season should see some
improvement to 87m tonnes, while 93m tonnes was
seen in the 2016/17 year.

“Chinese soybean imports have been growing for
years,” said BullPositions managing director Jesper
Buhl. “This growth will stop this year.”

China imported 7m tonnes of soyabeans in May. That
is a drop of 3.5m tonnes from a year earlier. Volumes
in April jumped 10% for the first time this year, to
about 7.6m tonnes, likely as a result of a tax change.
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The softness in demand this year is expected to hit
dry bulk rates, according to analysts.

With about 7m tonnes of commitments to China
from the US seemingly being delayed into August
from July, and shipments from Brazil most likely
already peaked, panamax rates are easing,
according to broker Howe Robinson.

The average weighted time charter on the Baltic
Exchange slid to $8,837 per day at the close on
Thursday versus $10,740 on May 30.

“The negative impact on the dry bulk market from
the ongoing outbreak of African swine fever in China
is becoming clearer from the import data,” said
BIMCQO’s chief shipping analyst Peter Sand.

“Ultimately, the combined development of the
escalating trade war and African swine fever means
that American exports of soyabeans are unlikely to
return to previous highs.”

According to Clarksons, US soyabean exports fell 2%
to 18.1m tonnes in January to May compared with a
year earlier, with exports to China down 13%.
Brazil’s exports meanwhile rose 1% to 36.3m tonnes
over the same period, although shipments decreased
by 12% in May to 10.8m tonnes.

“Expectations for a smaller harvest this year and the
African swine fever outbreak in China are expected
to lead to a fall in Brazilian exports in 2019,” the
brokerage said in a report.

Besides the trade tensions, US shipments fell as
heavy rains hampered delivery to ports.

While total demand in 2019 is expected to be weaker,
the main demand drop will be from the US, according
to Mr Buhl from grains consultancy BullPositions.

China’s annual purchases from the US are estimated
to plunge by 15m to 20m tonnes from previous levels
of 25m to 35m tonnes, he said.

“On the face of it, the Chinese import of
soybeans for May 2019 shows signs of a serious
seasonal slowdown and dramatic demand
weakness,” he said. But that is compared to the
exceptionally high import levels seen in May
2018.

“Discounting last year’s extreme events with
inflated monthly import figures, and returning to
monthly averages for the peak season which runs
from April to July, the month of May 2019 was only
1.5m tonnes below the peak season averages in
2017,” he noted.

According to his calculations using loading data
from May and June for cargoes heading to China
from the US, Brazil, and Argentina, imports for June
and July are projected at 8m tonnes each, which is
closer to the monthly peak averages of the last few
years, an indication that worries about a “sharp
slowdown” are unwarranted.

Reports that 130m pigs may have to be culled to
contain the disease will have a big impact on the dry
bulk market as the need for soyabeans used to feed
them diminishes, according to Mr Sand from
shipping association BIMCO.

“From a dry bulk shipping perspective, this is a
significant amount of lost soyabean tonne-miles,
mainly from Brazil and the US,” he said, adding that
Chinese imports of soyabeans fell by 2.8m tonnes, or
14.4%, in the first quarter versus a year earlier, a
continuation of the decline seen in November-
December, when imports dropped by 7.1m tonnes
from a year earlier.

“On the other hand, reefer containers may benefit
from increased imports of pork to make up for the
lost domestic production at an unchanged level of
consumption,” he said.

“The swine flu is not going to go away so quickly,” he
noted, adding that there may be some support next
year as new herds are reared.

MARKETS
Iran downing US drone

heightens tension in Gulf

TENSIONS have escalated in the Middle East
Gulf region after Iran shot down a US
surveillance drone that Tehran claimed entered
its airspace.
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The drone, deployed by the US Navy, was struck on
Thursday morning by an Iranian surface-to-air
missile while flying over the Strait of Hormuz,
through which a fifth of the world’s oil passes.
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The strike comes only a week following the attacks
on two product tankers in the nearby Gulf of Oman.
The US and its Middle Eastern allies have blamed
Iran.

The US has released a set of video and photos of the
damaged tankers — Japanese-owned Kokuka
Courageous and the Front Altair — to back its
charge. But Iran denied its involvement.

The US also announced the deployment of about
1,000 more troops to the Middle East, citing
concerns about a threat from Iran.

The tanker attacks are already costing oil companies
higher premiums to ship Middle East crude as
freight rates surge and new charter agreements add
hefty marine insurance costs to voyages.

The additional premium levied on war risk cover is
now around 0.25% to 0.4% of the value of a very
large crude carrier, according to marine insurers
surveyed by Lloyd’s List. That adds an additional
cost of $171,500 to $274,000 for the voyage based on

Following the incident on Thursday, General
Hossein Salami, the commander of Iran’s
Revolutionary Guard, said the action sent “a clear
message” to the US, adding that his country does
“not have any intention for war with any country,
but we are ready for war”.

US president Donald Trump approved military
strikes against Iran in retaliation for bringing down
an American surveillance drone, but withdrew from
the actions on Thursday night, according to the New
York Times, citing unnamed officials from the
administration.

It was not clear whether the attacks might still go
forward, the newspaper added.

The US military’s Central Command said the drone
was in international airspace over the Strait of
Hormuz when it was shot down.

“Iranian reports that the aircraft was over Iran are
false,” a spokesman, US Navy Capt Bill Urban, said.
“This was an unprovoked attack on a US

the price of a five-year-old VLCC.

surveillance asset in international airspace.”

IN OTHER NEWS

Gail charters MOL carrier for US
imports of LNG

JAPAN's Mitsui OSK Lines said
one of its liquefied natural gas
carriers has won a short-term
charter from India's gas
distribution company Gail.

MOL did not disclose the vessel
name or the length of the charter
agreement.

A MOL spokesperson told Lloyd's
List in a phone call that the
vessel was a large-size LNG
carrier used to haul cargo from
the Dominion Energy's Cove
Point plant and Cheniere Energy's
Sabine Pass project.

LA may overturn port commissioners'
vote automation permit

THE BATTLE over automation at
the Port of Los Angeles will move
to the city council as
dockworkers continue to
challenge the project in fear of
job losses.
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The Los Angeles Board of Harbor
Commissioners voted three to
two on June 20 in support of a
permit that will allow Maersk's
APM Terminals to begin work
leading to automation of their
Pier 400 facility at the port.

But after the vote, city
councilman Joe Buscaino said he
would file a motion Friday,
requesting the 15-member
council to veto the commission's
decision.

CMHI Jiangsu slated to deliver first
newbuild LNG vessel in July

China Merchants Heavy
Industry's Jiangsu shipyard is on
track to deliver next month its
first newbuilding liquefied natural
gas vessel.

The LNG carrier Saga Dawn
completed gas trials on Sunday
at an anchorage near Shanghai,
shipowner Saga LNG said in a
statement.

The 45,000 cu m LNG tanker is
the first-ever carrier equipped
with an IMO Type A LNG
containment system based on
LNT Marine's patented design.

American Club clocks up $46m loss
as combined ratio hits 116%

THE American Club has joined
the ranks of loss-making P&l
clubs, with a $45.9m deficit for
the 2018 calendar year, and a
combined ratio of 116%.

The outcome was largely
attributable to a surge in pool
claims and the volatility seen in
investment markets in
December, it added in a
statement.

The marine mutual — which held
its annual meeting in New York
yesterday — insisted that while
shipping and insurance had
“continued to experience
headwinds" last year, there had
been solid progress in many
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areas, and 2019 had started on
an encouraging note.

Grieg Star shuffles senior managers
GRIEG Star, the Norwegian family-
owned company, has reorganised
its senior management, installing
chief business process officer
Matt Duke as chief executive,
effective from July 1.

Current chief executive and
co-owner Camilla Grieg will
leave her position after 20 years
to become chair of the
company's board, taking over
from fellow co-owner Elisabeth
Grieg.

“I notified the board some time
ago that | wanted to focus more

on long-term overarching
strategy, as well as give space
for new people with new ideas
and new competencies,”
Camilla Grieg said in a
statement. “l am looking
forward to be able to do work
together with the new CEO and a
strong management.”

For classified notices please view the next page.
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A front row seat for
your entire team

Corporate subscriptions customised to your business.

We validate and filter information from hundreds of sources,
providing your team with trusted insight.

To find out about tailored subscription packages,
speak to one of our representatives

+44 (0) 20 3377 3792 | subscription.enquiry@lloydslist.com
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The Next Generation
Lloyd’s List Intelligence

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

At the centre of Lloyd’s List Intelligence is our online vessel tracking system,
Seasearcher. This gives you access to the transactional and analytical data required
to make a measured difference to your business, whether you are trying to increase
operational efficiencies, manage risk, or develop new business opportunities.

The new Next Generation platform was launched earlier this year to offer our customers
a greatly improved service and some fantastic new features including:

» A modern, simplified search and mapping interface
» Streamlined operational workflows and geospatial tools

» Enhanced visibility of port, terminal and berth activity including new alerting and
filtering tools

» Increased vessel tracking data granularity with improved ALS capabilities
» Raw data manipulation through Excel downloads

To find out more about Lloyd’s List Intelligence services,
please email info@lloydslistintelligence.com, call +44 (0)207 7017 5392
or visit info.lloydslistintelligence.com
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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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