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British-flagged ships exit Gulf 
amid Iranian threats

UK-FLAGGED CRUDE AND product tankers appear to be avoiding 
calls in the Middle East Gulf following Iranian threats against British 
vessels.

Three ships above 15,000 dwt remain in the region, Lloyd’s List 
Intelligence vessel tracking data shows, including two containerships 
and one handysize chemical tanker.

Another three tankers sailed for the Gulf of Oman with a nearby 
British warship offering naval support, after three Iranian gunboats 
tried to intercept the Isle of Man-flagged tanker British Heritage on 
July 10.

Commercial shipping interests in the UK are working with the 
Ministry of Defence to defuse escalating tension in the Middle East as 
concerns grow for the safety and security of British vessels, and 
operators shun port calls.

Between 24 and 36 product tankers and crude carriers flying the UK, 
Gibraltar, Isle of Man, Cayman Islands or British Virgin Islands flag 
called each month at Middle East Gulf ports since June 2018, data 
shows.

In addition, one or two liquefied natural gas carriers or liquefied 
petroleum gas carriers also lift from the region each month.

So far this month, 16 tankers have been tracked entering Middle 
East Gulf waters, of which all but one have left and no further 
tankers from any of the registries are seen heading for the Strait of 
Hormuz to load.
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Israeli group seeks to block release 
of seized Iranian tanker
AN ISRAELI non-governmental organisation is 
seeking an injunction to prevent the return of the 
Iranian oil tanker seized off Gibraltar.

The very large crude carrier Grace 1 was arrested on 
July 4 by Royal Marines acting with the Gibraltar 
government to enforce European Union sanctions on 
Syria, where it was believed the cargo of crude oil 
was being transported.

A court order allows for the vessel to be detained 
until July 19. Police in Gibraltar have formally 
arrested four senior crew members, including the 
captain, in connection with the investigation.

Shurat HaDin, a group that pursues compensation 
on behalf of Israeli victims of terrorism, is seeking to 
enforce existing US judgments against the 
government of Iran, which it believes to be the 
beneficial owner of both the vessel and its 
consignment of crude.

Shipping lawyers have said the US may have a case 
for the forfeiture of Grace 1, based on the precedent 
provided by in the case of Wise Honest, a North 
Korean bulk carrier that was initially detained by 
the Indonesian authorities in May 2018 on 
straightforward port state control grounds, but was 
subsequently handed over to the US.

In the first 10 days of July three very large crude 
carriers and two suezmax tanker flagged in the UK 
loaded cargoes, although one was forced to divert 
from Basra and depart in ballast because it was too 
close to Iranian waters. No further tankers are 
tracked.

That compares to the six VLCC and three suezmax 
cargoes that loaded and sailed from the region on 
UK flagged tankers in July 2018, and five VLCCs and 
four suezmax tankers last month.

Owners, operators and representative groups 
contacted by Lloyd’s List declined to comment on 
the apparent change in trading patterns, citing 
extreme sensitivity over the issue.

The absence of UK-flagged ships did not reflect any 
government directive, but most likely a series of 
individual commercial decisions based on the 
perceived risks in the region, one told Lloyd’s List

“There’s close contact with the relevant departments 
of transport and defence, we’re looking at the same 
thing as you [the downturn in calls] and I wouldn’t 
disagree with your analysis,” said another group 
representative.

UK-flagged vessels represented less than 0.6% of the 
67,533 ships sailing through the Strait of Hormuz in 
2018, with 427 transits, Russell Group said in a 
recently released report.

Cargoes carried were worth $3.2bn, compared to the 
total value of $16.6tn through the Strait, according to 
the database of risk management software provider.

Based on Lloyd’s List Intelligence data analysed 
since June 2018, the majority UK-flagged tankers 
were not deployed in the spot market, and appeared 
to ship crude, chemical and refined cargoes on a 
contract basis for national oil companies. Most 
sailed for Asian destinations.

The dearth of UK-flagged tankers comes despite the 
UK military deploying another warship to the 
region.

HMS Duncan was diverted from the 
Mediterranean at the end of last week to replace 
HMS Montrose, which was nearby when the tanker 
British Heritage was approached near Iranian 
international waters.

Iran had earlier threatened to seize a British ship 
after the Iranian-controlled VLCC Grace 1 was 
boarded by Royal Marines on July 4 in the Strait of 
Gibraltar.

The British territory’s chief minister said the vessel, 
laden with 2m barrels of crude, was sailing for a 
refinery in Syria in breach of European Union 
sanctions.

The Isle of Man Ship Register did not return calls 
seeking comment.

“The Department for Transport, as competent 
authority, regularly provides security advice to 
UK and Red Ensign Group Shipping on how they 
should operate in areas of high risk,” a 
spokesperson said in a statement to Lloyd’s List.
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Shurat HaDin has retained London barrister 
Jonathan Goldberg QC and a petition is expected to 
be filed in the Supreme Court of Gibraltar.

Mr Goldberg told Lloyd’s List that the grounds for 
the action were not any claim against the vessel or 
its owners, but the satisfaction of several US 
judgments in favour of victims of Iranian-sponsored 
terrorism.

“It is a judgment against the government of Iran, 
and it would appear that the government of Iran 
own at least the cargo,” he said.

In particular, the claimants are leading off with a 
case involving a vehicle bombing in Jerusalem in 
2014 in which a three-month-old girl was killed. 
That attack was said to have been carried out by 
Hamas.

The US government found against the Iranian 
government on the matter, given the widespread 
contention that Tehran is a Hamas sponsor.

“This has all been decided and litigated,” Mr 
Goldberg said. “We are enforcing American 
judgments that have been obtained against the 
Iranian government for supporting Hamas.”

No action is currently contemplated against other 
Iranian vessels, he added.

The UK government has said it is prepared to 
facilitate the release of Grace 1 if Tehran can 
guarantee the vessel and its cargo will not head to 
Syria.

British foreign secretary Jeremy Hunt told his 
Iranian counterpart at the weekend that the vessel’s 
detention “related to the destination of the vessel, 
and not to its origin”.

Iran’s supreme leader has threatened the UK with 
retaliation over the seizure.

“The vicious British government committed piracy 
and attacked our ship; they commit crimes and 
legalize it,” Ayatollah Ali Khamenei tweeted on 
Tuesday. “The Islamic Republic and the believing 
members of the establishment will not leave such 
vicious acts without a response.”

The detention of the Grace 1 resulted in an 
encounter between the Royal Navy frigate HMS 
Montrose and Iranian Revolutionary Guards in the 
Strait of Hormuz after the Iranians tried to intercept 
a British tanker in retaliation.

CHINA’S natural gas demand growth is losing steam 
as its economy slows on a lingering trade spat with 
the US.

This does not bode well for the growth prospects of 
the liquefied natural gas trade, which hinges heavily 
on China’s vast and fast-expanding appetite for 
natural gas imports.

The Oxford Institute of Energy Studies estimated 
that China’s gas demand will increase 30bn cu m 
this year, down from 40bn cu m for 2018, if it 
continues to expand at the 10% implied growth rate 
derived from data supplied by the National 
Development and Reform Commission.

According to NDRC, China’s domestic gas 
production and net gas imports rose to 127bn 
cu m for January to May, up 10% or 12bn cu m, 
but softer compared with the 15bn cu m 

year-on-year expansion seen in the first five 
months of 2018.

President Donald Trump has promised American 
voters he will make China trade on a level playing 
field when it comes to tariffs. This has led to the US 
imposing and raising tariffs on Chinese goods on 
four occasions since last July. This reconfiguration 
of Sino-US tariffs has been one major trigger behind 
a marked deceleration in China’s economic 
expansion and hence its natural gas demand.

An adviser to China’s central bank warned in June 
that the tariffs could cut China’s growth by 0.3 
percentage points this year.

In May, the official purchasing managers’ index fell 
by 0.7 point from the previous month to 49.4, below 
the 50-point threshold, which signals a contraction 
in China’s manufacturing activity.

WHAT TO WATCH

China LNG demand to slow 
on trade spat with the US
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Prior to these developments, reports have also 
suggested that the Chinese government has 
instructed local officials to proceed with switching 
from coal to gas-fired power generation after they 
had secured sufficient gas supplies.

OIES warned of a possible downgrade of China’s 
LNG demand if China scales back its ambitious 

coal-to-gas switch programme as its economy slows.

The research institute has projected that China’s 
annual LNG demand may double to 150bn cu m by 
2025.

China is widely expected to overtake Japan as the 
world’s largest LNG importer as early as this year.

Fuel prices take another volatile turn
FUEL oil supplies have tightened at the world’s top 
two bunkering hubs in the final six months to a 
major green shipping regulatory deadline.

Data from leading pricing agencies reflected 
significant declines in fuel oil inventory levels in 
Singapore and Rotterdam, which drove the price 
spread between the de facto bunker product of 
choice in use today and a cleaner-burning substitute 
to a new high since November.

Fuel oil inventories in Singapore also fell 14% during 
the week to July 9, with an increasing number of 
market participants giving up storage leases for these 
380 cSt high sulphur products, Argus Media reported.

That contributed to a widening of east-west price 
spread to a new high since November, according to 
Platts.

But fuel stocks at the Amsterdam-Rotterdam-
Antwerp trading hub also fell by 14% to 1.038m 
tonnes in the week of July 10.

That drove up premiums at Rotterdam and 
discouraged suppliers from sending cargoes to 
Singapore, Platts noted.

The 380 cSt fuel oil containing 3.5% of sulphur 
content is presently the de facto marine fuel. But it is 
gradually being replaced by cleaner-burning fuel 
types, including marine gas oil. This is coinciding 
with the approach of a green shipping regulation 
coming into effect.

The International Maritime Organization’s 0.5% 
global cap on sulphur content in marine fuels on 

board ships with no pre-installed scrubbers becomes 
effective on January 1, 2020.

Adrian Tolson, the founding consultant of 20/20 
Marine Energy, pointed out however, that ships are 
not ready to make the low sulphur switch as yet and 
will carry on running on high sulphur fuel oil for as 
long as they can.

On the flip side, traders and refiners are 
gradually reducing their positions on 380 cSt fuel 
oil.

This leads to tight fuel oil supply conditions, which 
fed another widening high sulphur fuel oil-marine 
gas oil price spread, as reflected in data from pricing 
agencies.

Platts’ assessment, based on trades done through its 
daily window, indicated that the price spread 
between the two marine fuel types hit a low of $119 
per tonne last Thursday.

Since Thursday, the price spread has ranged 
between $100 to $150 per tonne, according to 
separate data provided by Argus Media.

These are below levels seen in January and way 
off highs since October 2016, when IMO first 
firmed up the implementation date for the global 
sulphur cap.

Platts editorial director Calvin Lee said: “It’s shaping 
up to a perfect storm just months before IMO 2020 
kicks in… supplies may further tighten with Saudi 
Arabia demand [for non-marine purposes] likely to 
pick up this summer.”

ANALYSIS
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US ‘shooting from hip’ on Iran 
sanctions, says IG head
THE US is ‘shooting from the hip’ on Iran sanctions 
without considering the impact on the legitimate 
functions of marine insurance, according to Nick 
Shaw, the new head of the International Group of 
P&I Clubs.

Mr Shaw succeeded Andrew Bardot, who described 
the sanctions against Iran as the dominant issue for 
the IG in its annual report.

Sanctions drawn up by Washington hawks and 
imposed by President Donald Trump last year do not 
forbid shipping lines or tanker operators from 
making port calls in the country, but do make it 
practically impossible to provide insurance cover, 
including P&I.

Speaking to Lloyd’s List in his first full-length 
interview since taking over the role at the start of this 
month, Mr Shaw said it remains an important issue.

“Clarity in decision-making is key for us, at the top, 
in both the EU and the US,” he said. “With the latest 
administration in the US, it has been more shoot 

from the hip, rather than giving owners time to 
build up. There have been directives, people have 
been put on lists, which have made it more difficult 
for them.

“There are more curveballs, but we are there to 
engage with governments on behalf of owners, to 
make sure there is proper planning and proper 
warnings given.”

The IG has no issue with sanctions per se, he added. 
But they have to be fair on all parties, and owners 
need to be sufficiently well informed if they are to 
make the right decisions.

Mr Shaw is currently trying to ensure that 
reinsurers can pay out, and where there is a claim, 
that clubs can help victims and/or their families, 
and not be blocked from doing so.

A case in point was the total loss of Sanchi last year, 
in which a number of Iranian nationals died. 
Families have now understood to have received 
compensation, despite initial hurdles.

BUNKER costs per teu are set to rise by as much as 
50% on the key Asia-Europe trade lane following the 
introduction of IMO 2020 as carriers switch to more 
expensive low-sulphur fuels, according to analysis 
by MDS Transmodal.

Calculations by MDS Transmodal using its bunker 
adjustment factor calculator suggest that a switch 
from IFO380 to MGO on a benchmark Far East-
Europe service using 18,500 teu ships would 
increase the bunker cost per teu by $62 for the 
headhaul and $39 for the backhaul.

“This level of increase in BAFs will in itself lead to 
heated negotiations as shippers seek to avoid 
additional costs and the lines look to protect their 
bottom lines,” the freight transport economist 
said.

There would also likely be significant variation 
around the benchmark figures, depending on what 
service was used, it added, with the increase on the 
headhaul being as much as $81 per teu and £51 per 
teu on the backhaul.

“While some lines are installing scrubber systems 
so they can continue to use cheaper high-sulphur 
fuels, they will need to recoup the cost of their 
investment and may use the additional cost of 
burning MGO incurred by their competitors to 
inform their pricing decisions,” said MDS 
Transmodal.

“Greater transparency in the calculation of bafs 
would therefore help shippers to make the most 
appropriate decisions in the run-up to the IMO2020 
deadline.”

MARKETS

Bunker costs to rise by half 
on Asia-Europe trades
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The maritime and freight consultancy developed its 
methodology for calculating bafs for Hapag-Lloyd’s 
marine fuel recovery mechanism last year but is now 
making it publicly available.

“We wanted the whole market to have access to an 
independent and transparent source of data on 
bunker costs for containers as the IMO2020 
deadline approaches,” said MDST managing director 
Chris Rowland.

IN OTHER NEWS
Total awards initial design contract 
for Oman LNG Bunkering project
OMAN’s Sohar LNG Bunkering 
project is making progress with 
partners Total and Oman Oil 
Company awarding a front-end 
engineering design contract to 
McDermott International.

The contract, believed to be 
worth up to $50m, includes fully 
defining the onshore mid-scale 
LNG facilities as well as 
preparing a competitive tender 
for the engineering, procurement, 
supply, construction and 
commissioning phase. Work is 
expected to commence 
immediately.

“This award is a reflection of 
McDermott’s 60-year history of 
delivering innovative LNG 
solutions worldwide, beginning 
with our tank storage solutions in 
the 1950s, to our liquefaction 
capabilities today,” said senior 
vice-president, Middle East and 
North Africa Linh Austin.

Enesel behind suezmax brace at 
Samsung
ENESEL, the Lemos brothers-
controlled tanker and 
containership company, has 
emerged as the owner behind a 
brace of suezmaxes contracted 
with Samsung Heavy Industries 
for 2021 delivery.

The South Korean builder had 
announced the order without 
identifying its client for the two 
ships.

The tankers will be fitted with 
exhaust gas cleaning systems 
and will cost an estimated $62m-
$63m each.

Inmarsat deal facing competition 
review
THE UK competition authority is 
to examine plans to take global 
maritime satellite 
communications operator 
Inmarsat private.

The Competition and Markets 
Authority said in a statement it is 
considering whether the 
acquisition by private equity-
backed Connect Bidco would 
negatively affect competition.

It will consider whether the deal 
will create a “relevant merger 
situation” under the Enterprise 
Act 2002 and, if so, whether it is 
likely to result in a “substantial 
lessening of competition” within 
the UK.

Keppel seals contracts worth $96m
KEPPEL Offshore & Marine has 
picked up contracts worth 
S$130m ($95.8m) for a 
newbuilding dredger and a 
floating production, storage and 
offloading vessel modification 
from repeat customers Van Oord 
and Yinson.

The first contract is between 
KOM unit Keppel FELS and Van 
Oord to build a high-
specification trailing suction 
hopper dredger.

The Dutch dredging and offshore 
contractor exercised an option 
for a third dredger from its earlier 
two-vessel contract signed with 
Keppel FELS in May 2018.

Odfjell sells Chinese terminal stake
OSLO-listed Odfjell Group has 
sold its stake in China’s Jiangyin 
tank terminal to Yangzijiang 

Shipbuilding, marking its second 
terminal over the past year.

Odfjell said it is selling the 55% it 
owns in the terminal for 
approximately $46m and expects 
to book net proceeds of $21m 
from the deal.

It means the terminal will come 
under full Chinese control as 
China’s Garson Group owns the 
remaining 45% in the terminal.

MSC secures bail release of vessel 
seized by US in drugs raid
A CONTAINERSHIP operated by 
Mediterranean Shipping 
Company is reported to be 
heading to Rotterdam after being 
released by the authorities in the 
US where it was being held 
following one of the country’s 
biggest seizures of drugs.

The vessel MSC Gayne, which is 
owned by JP Morgan, was 
detained last month in 
Philadelphia after US Customs 
and Border Protection officers 
mounted a raid that discovered 
18 tonnes of cocaine with a street 
value of $1.3bn on board.

The owner and operator together 
paid $50m in cash and a surety 
bond to secure its temporary 
release, US attorney William 
McSwain said in a statement.

Turkish cargo ship crew abducted off 
Nigeria
CREW members from a Turkish 
cargo vessel have been abducted 
by pirates operating off Nigeria.

Two skiffs with armed men on 
board approached the Turkish-
flagged 8,928 dwt Paksoy 1 



Lloyd’s List | Daily Briefing Wednesday 17th July Page 7

general cargo vessel on July 13, 
according to a Lloyd’s List 
Intelligence report.

Out of the 16 crew members, 10 
were reported to be abducted.

The vessel, reportedly operated 
by Kadıoğlu Maritime, 
subsequently moved towards 
Ghana and anchored at Tema, 
under the supervision of Ghana’s 

navy. It had previously come 
from Cameroon.

Trafigura scraps third-party 
arrangements
TRAFIGURA, the global trading 
house, is to stop using 
intermediaries for business 
services.

The move, effective later this 
year, comes in the wake of 

corruption probes against the 
firm in the US, Brazil and 
Switzerland.

Trafigura chief executive 
Jeremy Weir said in a 
statement that all of its deals 
with third parties that offer 
business development services 
to the firm will cease by the end 
of October.

For classified notices please view the next page.
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