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Skuld only International Group
club with underwriting surplus
last year

SKULD STANDS ALONE among the 11 International Group affiliates
that have so far revealed numbers in achieving an underwriting
surplus last year, according to a tabulation of P&I club financial
performances compiled by broker Gallagher.

The Oslo-headquartered marine mutual was in the black to the tune of
$8.1m, with underwriting deficits elsewhere ranging from $500,000 at
the Standard Club to $45.8m at Steamship.

Underwriting deficits are not the same as the bottom line, which can
be affected by other factors, especially investment returns.

Of the other two clubs in the 13-member IG, the UK Club is known to
have recorded a $32m overall deficit, with a combined ratio of 114%
pointing to a substantial underwriting deficit, while no data were
available for the Japan Club.

Skuld chief executive Stale Hansen said in an email to Lloyd’s List:
“Our success this year is largely down to service and discipline.

“We have also consolidated our P&I and commercial underwriting
under the Skuld brand, as we continue to pursue diversification and
sustainable growth.”

The string of disappointing results has been evident for some time,
with results being published on a club-by-club basis.

The most common explanation for the development has been an
upsurge in major claims of $1m or more, seemingly because of one-off
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happenstance despite the secular trend towards
improvement in shipping safety.

But as a number of big names in the niche have
observed, the spike in big claims will inevitably
ramp up pressure for higher premiums, after a
five-year period in which few clubs have felt
confident in declaring general increases for fear of
losing business.

Gallagher’s analysis also points to collective IG free
reserves of $5.4bn, which points to a substantial
cash cushion for all clubs.

In addition, investment returns are likely to have
improved in many cases, as the opening of 2019 saw
investment markets perk up after year-end
turbulence last December.

However, the broker comments: “The fundamentals
of premium integrity — don’t forget that there is
still another year of zero increases to go in this
cycle — dictate that premiums need to rise, in
absence of significant positive shifts in investment
yields.

“The 2020 renewal proposals may then provide
something of a mixed message. While general
increases seem necessary, not all clubs may
subscribe to this belief and a split market may
emerge, with the more financially powerful among
them sticking to a zero-increase policy.”

Another scenario Gallagher contemplates is greater
differentiation, perhaps seeing some clubs impose a
general increase for 2020 while simultaneously
returning further capital by way of an offset.

WHAT TO WATCH

Data and technology herald ‘sea change' in

marine insurance

DATA and technology are said to be ushering the
marine insurance industry into an era of historic
change that will include fundamental improvements
in risk assessment.

“Marine insurance is an industry that has not
innovated greatly for about 300 years, but now there
is an opportunity for a real sea change,” said Simon
Lockwood, director of marine at Willis Towers
Watson.

The major insurance broker and advisory company
is a leading backer of the blockchain platform

Insurwave, launched last year by EY and Guardtime.

“It is based on the idea of a smart, digital contract
that captures developments in real-time,” said Mr
Lockwood. “Right now, I am very excited about how
it can apply to war risks insurance.”

Speaking at the Greek-British shipping forum, in
Athens, he said new data possibilities could be
exploited so that “you as owners can pay for risks
you actually have rather than the risks perceived by
insurers”.

Insurance could be priced based on the operating
approach of the individual company, rather than a
broader brush approach that unfairly equated the
risks of vessels managed to very different standards.
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New efficiencies were making it possible to rate
vessels differently even within the same fleet, Mr
Lockwood said.

“Why not have the ability to be rewarded for having
a better master or because a ship is doing more
deepsea routes rather than congested areas. You can
look at data to say if you're a better or worse risk.

“Pricing is critical, but the use of technology and
data is not just about price. As important as price-
related issues is the amount of effort and doubling
up of work within our industry that is mind-
numbingly immense,” he said.

“The inefficiencies in how the marine insurance
market operates are quite staggering and something
needs to be done about it,” agreed Nick Maddalena,
head of insurance business at Windward, the
maritime-focused risk analytics company based in
Tel Aviv and London.

“There are preconceptions in the insurance market
and some of these preconceptions in my view are
incorrect. By challenging and breaking down these
preconceptions you can move the industry
forward.”

An example was using data to show that a significant
portion of the global tanker fleet of more than 15
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years of age had an operational profile “better than a
large part” of the under-15 fleet.

“We see applications giving a competitive edge in
areas such as ship vetting, loss prevention,
augmented underwriting” and other aspects, Mr
Maddalena said.

The Windward platform is based on a proprietary
vessel operational profile that has been applied to
vessels worldwide, including about 500 different
data features. By comparison, “insurers typically
look at the same six static data points,” he said.

New data-driven platforms not only enabled “more
accurate and meaningful decisions” across the
sector, they had special applicability to situations
such as sanctions and the onus being placed on
marine insurers to monitor their vessels for cases of
infringement.

Mr Maddalena argued that events such as ship-to-
ship transfers, which are common in the industry,
and gaps in Automatic Identification System
transmitting, which applied to “well over half” of
the 529 crude tankers operating in the Middle East
Gulf, were not suspicious in isolation.

Instead, “a combination of behaviours” of individual
ships had to be studied to determine if further
investigation was warranted.

“Back in 2008 we could not quantify the whole
fleet transiting the Gulf of Aden. Now it took 20
minutes to say how many tankers transit the
Strait of Hormuz in one week,” Mr Maddalena
said.

“It is surely better that the actual frequency and
quantum is known rather than underwriters make
it up.”

CSIC strikes aggressive newbuilding deals

amid market slump

CHINA Shipbuilding Industry Corp has signed
Yuani4.3bn ($2.1bn) worth of orders as the state-
owned giant ramps up efforts to bolster its backlog
amid lacklustre demand for new ships.

CSIC said in a press release that the contracts,
ranging from very large crude carriers to offshore
fish farm equipment and scrubbers on ultra-large
containerships, was a “warm current in dismal
shipbuilding and shipping markets this year”.

As for merchant ships, Lloyd’s List understands that
the orders consist of 24 new ships including options
— all placed by CSIC Leasing, the shipowning and
financing arm of the parent group.

Dalian Shipbuilding Industry, one of CSIC’s flagship
units, won a VLCC duo with two optional units, four
155,000 dwt shuttle tankers, two 110,000 dwt
aframaxes and four 85,000 dwt dry bulkers.

Wuchang Shipbuilding Industry Group, another
unit, secured two 210,000 dwt dry bulkers plus an
option for another pair, two 110,000 dwt aframaxes,
two 50,000 dwt medium-range tankers with options
for two more.

Of those, Shandong Shipping will hire the

newcastlemax duo, while Greek owner WEM Lines
will take the 85,000 dwt quartet. Charters for the
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remainder of the ships have yet to be secured,
Lloyd’s List was told.

Additionally, CSIC Leasing has reached charter
agreements for some vessels ordered earlier,
including one VLCC with US conglomerate Koch and
two capesizes with Oldendorff and German power
giant RWE Group.

There were also financing deals signed at the same
time. CSIC and Hong Kong-based owner Wah Kwong
agreed to co-invest in the two newbuilding VLCCs.
The former also signed loan agreements with Bank
of China (Hong Kong) for two separate VLCCs
leased to Chinese owner Landbridge and with
Nanyang Commercial Bank for four 64,000 dwt
wood chips carriers.

The newbuilding deals, in which CISC Leasing
acts as a de facto shipowner, signals that the
Chinese shipbuilding giant is taking a more
aggressive approach to maintain its orderbook
volume and sustain itself through poor market
conditions.

“Thanks to the sheer size of its parent, the funding
costs of CISC Leasing are actually relatively low. But
ordering without the backing of charters will of
course have some extra risks,” said a ship leasing
source in China.
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From January to May, global newbuilding orders
stood at 362 ships or 22.5m dwt, down 57.5% or
52.8% respectively, compared with the same period
of 2018, according to Clarksons data.

The brokerage noted in a recent report that the
shipyards’ orderbook had shrunk to the lowest level
in 15 years despite now falling at a slower pace.

In January this year, CSIC’s southern cousin, China

State Shipbuilding Corp, announced deals under
similar agreements to build 36 new ships, worth a
total of Yuaniobn.

CSSC Leasing, the counterpart of CSIC Leasing,
was recently listed in Hong Kong having
launched a $250m initial public offering,
although its share price quickly fell after the
debut and is now more than 20% lower than the
issue price.

OPINION

The Interview: Denis Petropoulos

ONCE upon a time there was no more prestigious,
establishment position for the London shipping
gentlemen than that of Baltic Exchange chairman.
Steeped in tradition, the century-old ceremonial role
was voted by members and came with numerous
lurks and perks.

It was usually bestowed on a pin-striped suited and
booted, upstanding member of the tight-knit London
maritime or shipbroking community for a two-year
period, mostly in the twilight of his career. It was
seen as the ultimate in peer recognition. When
Britain ruled the waves, the Baltic Exchange
chairman was like Leo DiCaprio on the bow of the
Titantic — a loud and prominent ambassador for all
things British, majestically gliding shipping through
the waters of international trade.

But now Singapore is in the wheelhouse and the
Singapore Exchange at the helm. The British are no
longer sailing the ship and the job of Baltic Exchange
chairman is not what it once was. After the
Singapore Exchange paid £87m ($110m) to buy the
250-year-old London bourse from its shipping and
shipbroker shareholders in 2016, the role of
chairman was downgraded. There’s no longer a seat
at the board for the chairman. Nor are there any
chauffeured cars, or a place to overnight after
attending evening functions. The chairman no
longer calls the shots.

Members’ voice

Enter Denis Petropoulos. The 62-year-old co-
founder of London-based Braemar Shipbrokers is
the second chairman since SGX took over in
November 2016, starting this May. At best, his role
could be described as ambassadorial. At worst, a
glorified members’ representative. Mr Petropoulos is
having none of this, of course. “I'll be making sure
that members’ voices are heard,” he tells Lloyd’s List
during an interview at the Baltic’s St Mary Axe
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headquarters. He agrees this post-SGX incarnation
of chairman is new enough to be his to define.

“We're keeping the members of the Baltic continually
aware of what is going on and also to hear them at
council level. We’re no longer a board since the
acquisition by SGX. We run a council. The members
are no longer shareholders... but they still want to be
heard,” he says.

Mr Petropoulos is well-tanned and subdued, earlier
attending an in-house lunch with other members.
He has plenty of time for such endeavours,
describing his current daytime role as “consultant”.
Since returning from a seven-year stint in Singapore
for Braemar 18 months ago, the former tanker
broker has gained a handful of non-executive board
roles including one for listed tanker owners Tsakos
Energy Navigation. He still consults for his old
shipbroking company, now sold and merged with
ACM, and is on the steering committee and “deeply
involved” in promoting London International
Shipping Week.

The transition from shareholders to members of a
Singapore-listed company has resulted in a deep
structural revamp. Petropoulos is officially chair of
the Baltic Exchange Council and attends board
meetings “when required”.

“The role has changed and the Baltic Exchange is
now a completely different business,” said Stephanie
Zarach, a maritime historian and writer who
researched the history of the Baltic Exchange. She
authored Trading History: The Baltic Exchange
since the 18" Century, published in 2017 just as SGX
was taking over the Baltic Exchange.

“It [the chairman’s role] was always a largely
promotional role, to go around extolling the virtues
of the Baltic Exchange,” she said. Ms Zarach hasn’t
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had any contact with the new-look Baltic, but
imagines the structure and power of the chairman
has been “completely chipped away”.

“The board has no executive role. By definition, it
has only got one owner... it’s a completely different
hierarchy, and logic says if that Singapore has
overall control, they call the shots. Before, the

chairman called the shots. And the secretariat
fulfilled them.”

The Baltic Exchange Council is described as the
governing body for “strategy for membership
services, social responsibility, charities and its
relationship with its members, governments,
regulatory bodies and the global shipping
community,” according to its website.

Swallowed up

From July 1, SGX’s wholly owned Baltic Exchange
and Energy Market Company, which wraps in the
Baltic and its functions, will report to an
international banker who is the chief executive
officer of the fixed income, currencies and
commodities business unit. The Baltic Exchange’s
prior profits of $1m or $2 are dwarfed by SGX’s
$845m in revenue and the $363m in net profits seen
in its last financial year.

The Baltic was once best known for its wet and dry
freight rates, and the shipbrokers that provided the
data on which the indices were assessed. The new
owners have established a joint venture with
Freightos to report container rates and expanded to
assess liquefied natural gas carrier rates. The Baltic
Exchange is progressively embedded with the SGX
“commodity franchise”.

It’s difficult to tell whether this newly corporatised,
swallowed-up Baltic with increased regulatory
oversight and responsibilities sits easily with Mr

Petropoulos. Many lament the increasingly sterile
direction of shipping that is sucking much of the
character out of the industry, especially in
shipbroking. The world Mr Petropoulos once
inhabited, dealing with big names and colourful
characters, swapping tales and living by the
Baltic code ‘my word, my bond’ is swiftly
shrinking.

Mr Petropoulos sticks to safe topics about what he
hopes to achieve during his two-year stint. This
includes raising awareness about the maritime
industry among children in the UK, lobbying where
needed at Westminster, and expanding the Asian
membership base. Some three-quarters of
membership is still based in Europe.

Behind closed doors, he is working with the
panellists — the shipbrokers who provide the
fixtures and freight rates data. This is a sensitive,
no-go subject for now. So, what would Mr
Petropoulos like to leave as his legacy to
international maritime once his term is over.

He still chooses his words carefully: “I'd like to think
there will be greater awareness of the shipping
industry in London and its pre-eminent position,
and that it has a solid skills base,” he says. “Id like
members to continue to be received well at the board
level and that the chair has directed the board to
deal with members’ interests that are important.
And I'd like to think there’s been growth in
membership, and growth in not only the indices, but
other areas of business. And awareness among our
young people.”

While the chairman’s role has changed, clearly its
gravitas and the promotional element remains the
same. Petropoulos might be a bridge from old to
new, but his ambitions are also unchanged from
those before him.

MARKETS

Second quarter of the year offers slim pickings

for box freight rates

THE second quarter of the year has proved to be an
underwhelming one in terms of container freight
rates, with the trade dispute between the US and
China cutting into carrier profit margins.

Hopes that the peak season will drive demand, and
with it rates, should also be tempered, according to
analysts at Platts.
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“The rising demand for Southeast Asian bookings has
been a dominant driver in the transpacific container
market over the course of recent weeks, taking
significant market share from the north Asian market
following the erection of trade tariffs and this is
expected to continue going forward,” it said.

But it added that while Southeast Asian volumes
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were taking a greater share of the transpacific
market, there had still been a significant fall in
volumes, although demand for imports was expected
to grow in line with GDP this year.

“With summer peak demand season just around the
corner, there could be a bit of support for these
routes, and while this is not expected to boost the
market significantly, it should at least give a helping
hand to current very low rates,” Platts said.

The one saving grace for the transpacific market this
year could come in the form of scrubber
installations, it added.

“Taking operational vessels offline for several weeks
as they retrofit ahead of the International Maritime
Organization 2020 regulations, could limit capacity
and tip the scales toward excess demand and
therefore stronger rates.”

Elsewhere, Asia-Europe and Asia-Mediterranean
rates had seen some strengthening in the past
month after starting the quarter slowly.

But utilisation remained in the low 90% range,
despite a series of blankings designed to prevent a
fall in rates on the main head-haul routes.

For the second half of the year, the rapid approach of
IMO 2020 would take an increasing share of market
focus, the analyst said.

“As carriers move from high-sulphur fuel towards
low-sulphur fuel, there will be multiple factors
with which they will have to contend in their
bunker adjustment factor mechanisms, not just
related to the change in fuel but also to tackle the
increasing adoption of scrubbers in the market,”
Platts said.

But shippers were voicing concern about the
“diversity and confusion” in the market regarding
bafs and the lack of transparency affecting the
all-inclusive rates.

“With negotiations between container shippers and
carriers for freight underway once more as we reach
the end of the second quarter of the year, there is an
increasing air of uncertainty surrounding the
market,” Platts said.

“This has seen some shippers move away from
current baf offerings by carriers towards the
adoption of an index-linked approach, which has the
benefit of adding increased clarity and simplicity in
the market.”

Closure of US refinery set to boost tanker rate

THE closure of the largest refinery on the US east
coast will add upward pressure to tanker rates as the
region looks to European imports, according to
analysts.

Philadelphia Energy Solutions chief executive
Mark Smith announced the start of a wind down
of operations at the company’s oil refinery in the
city following an alkylation unit explosion a week
ago.

“The recent fire at the refinery complex has made it
impossible for us to continue operations,” he said.
“We are committed to an orderly process to safely
wind down our operations. As part of the wind-
down, the company will position the refinery
complex for a sale and restart.”

The 335,000 barrels per day-capacity refinery had
been supplying about 125,000 bpd of gasoline and
110,000 bpd of diesel to east coast markets before
the incident and those markets will likely look to
Europe to make up the loss, according to research
from Wood Mackenzie.
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“The US Gulf Coast will remain a key supplier of
refined products with supplemental gasoline imports
from Europe likely needed to replenish lost production
from the facility,” read a report from the firm.

The change is likely to have a positive effect on
medium-range tonne miles, adding to demand in the
product tanker market.

The US east coast imported 174,000 bpd of gasoline
in 2018.

To offset the loss of the PES refinery, the US east
coast would need to increase imports by 30%,
according to data from Poten & Partners.

Average MR day rates jumped 45% last week to
$17,000 following the explosion, according to
Clarksons.

“The shutdown of the refinery would likely push
domestic gasoline prices higher, effectively
making it more attractive to import gasoline from
Europe, positively impacting ton-miles for MR
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vessels,” said Clarksons. “With more volumes
expected to be moved from Europe, the supply side
should tighten, supporting higher rates, we argue.”

Deutsche Bank cited data from Poten suggesting the
US east coast would need to increase imports 30% to

offset the refinery loss.

“We expect the US will look to Europe for increased
gasoline volumes, a positive for the transatlantic MR
trade,” the bank said in a research note.

“Interestingly, rising gasoline prices in the US could

higher.”

drive transatlantic arbitrage trading which can serve
as a swing factor for tanker markets, driving rates

IN OTHER NEWS

Port operators call for level playing
field on block exemption rules

THE European Commission
should look beyond current low
freight rates when it considers
the Consortia Block Exemption
Regulation, according to the
Federation of European Private
Port Companies and Terminals.

“The review of the Consortia BER
is a good example of a sectoral
instrument that impacts well
beyond the beneficiary industry,”
said federation president Gunther
Bonz in a statement. “This is why
it is essential that the regulation
is modified to bring more clarity
and legal certainty for shipping
lines, port service providers and
cargo interests."

He said the “worst that could
happen"” would be that the
competition authority considers
that there is no need to modify
the regulation because shipping
freight rates are currently very
low “due to overcapacity in the
container market".

MOL hopes to raise $186m in second
round of green bonds

MITSUI OSK Lines will issue
another set of green bonds to
raise ¥20bn ($185.7m) through a
public offering in the Japanese
domestic market.

MOL said in a press release that
the capital will be used to
establish a maritime academy in
the Philippines, promote
workplace reforms, install ballast
water treatment systems and
scrubbers, build LNG-fuelled
vessels and LNG fuel bunkering
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vessels, install a new type of
fuel-saving propeller, and fund
MOL's Wind Challenger Plan,
which focuses on using
advanced sails to provide
propulsion for merchant
vessels and reduce fuel
consumption and carbon
dioxide emissions by
maximising wind power.

The 22nd, 23rd and 24th series of
unsecured corporate bonds
follows on from MOL's successful
green bond issuance in August
2018 that raised ¥10bn.

BP signs up for Woodfibre LNG
offtake

BP has signed a long-term
offtake agreement for the
purchase of liquefied natural gas
from the Woodfibre LNG export
project in Canada's British
Columbia province.

The gas marketing unit of the
supermajor has penned a binding
agreement with Woodfibre LNG, a
subsidiary of Singapore-based
Pacific Oil & Gas, for the delivery
of 750,000 tonnes per annum of
LNG over 15 years on a free-on-
board basis.

First delivery of the LNG is
projected for 2023, according to a
Woodfibre LNG statement.

Grindrod Shipping extends IVS Bulk
venture

GRINDROD Shipping, a dry bulk
carrier and product tanker
owner-operator, has agreed to a
further extension of the
termination date of its IVS Bulk
joint venture.

The company has said it is still in
talks with its joint venture
partners regarding strategic
alternatives for IVS Bulk.

The termination date has been
pushed back to the end of
September, Grindrod said in a
statement announcing a series of
moves it has made over the past
month, generating liquidity and
adding new tonnage as it divests
from older vessels.

MPA suspends another bunker
operator in Singapore

ANOTHER Singapore bunker
operator has had its licence
suspended by the Maritime and
Port Authority of Singapore, the
second suspension in just over a
month.

MPA pulled the bunker craft
operating licence of Inter-Pacific
Petroleum earlier this week after
an enforcement check.

“Arising from an enforcement
check on a bunker tanker
operated by Inter-Pacific
Petroleum, the Maritime and Port
Authority of Singapore has
temporarily suspended Inter-
Pacific's bunker craft operator
licence with effect from June 27,
2019 until further notice,” the
MPA said.

Venture Global raises $675m new
funding for Plaquemines LNG
VENTURE Global LNG has raised
another $675m from institutional
investors to fund its 20m tonnes
per annum Plaquemines liquefied
natural gas project in the US
state of Louisiana.
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The project, reportedly estimated
to cost $8.5bn, has secured 2.5m
tonnes per annum of committed

offtake from Polish state-owned

PGNIG.

It remains subject to the approval
by the US Federal Regulatory
Commission, which Venture
Global expects by August 1.

Sapura Energy wins $241m in new
contracts

MALAYSIAN oil and gas player
Sapura Energy has won RM1bn
(8241.4m) in new contracts
across both its home and
international markets.

Sapura said in a stock market
announcement that the 10 new
contracts for several
transportation and installation,
engineering, construction and

drilling jobs were secured across
Malaysia, Thailand, Taiwan and
Australia, and included its first
offshore wind farm contract.

In addition, it has also sealed a
six-year framework agreement
with Petronas for fixed offshore
structure works on a call-out
basis.

Torm in ‘a good place' to spread profit
TORM, a Danish product tanker
owner, may pay a dividend
following a positive half-yearly
trading.

“We feel we are in a good place,”
said executive director Jacob
Meldgaard.

The company expects to be in
profit for the first time in two
years, and as a result is looking

to reward shareholders through
either a dividend or buyback.

Ocean Yield agrees newcastlemax
charter deal with CMB

Ocean Yield has bought a
206,000 dwt newcastlemax and
will charter the ship to CMB for
15 years on bareboat.

The Oslo-listed company said in
a stock exchange filing that it will
be paying a net of $40m, after
receiving credit from the seller.

The Norwegian shipowner that
specialises in buying various
types of tonnage and then
chartering it back under long-
term contracts, said it expects
the vessel to be delivered during
the first quarter of 2020 but did
not specify which shipyard will
be building it.

For classified notices please view the next page.
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court orders and recruitment?
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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:

>
>
>

>
>

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

The Next Generation
Lloyd’s List Intelligence

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

5 List Intelllgenceh

Maritime intelligence | informa

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 AIS capabilities
Raw data manipulation through Excel downloads
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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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