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Wartsila sees weakening of
demand in marine business

=

WARTSILA HAS LOWERED the demand outlook for its marine
business from “solid” to “soft” for the next 12 months, amid slowing
activities in ordering new ships and scrubbers.

In its half-year financial report, the Finnish company pointed to the
softening world economy and trade conflicts, which had dampened
shipowners’ appetite for newbuildings, especially dry bulkers, tankers
and containerships.

At the same time, uncertainty over the future development of
scrubbers and a limited delivery capacity relating to the device for this
year had delayed the decision-making processes of some customers, it
added.

The comments came the day after Sweden’s Alfa Laval reported a fall
in quarterly orders on weaker-than-expected demand for ship exhaust
cleaners and pumping systems.

“Uncertainty regarding fuel price development has slowed scrubber
orders, which, in combination with concerns related to lower overall
vessel contracting volumes, has prompted us to lower our marine
demand outlook for the coming 12 months,” said chief executive
Jaakko Eskola.

Affected by these headwinds, the company’s new orders of both marine
equipment and services edged down 2% year on year in the first six

months of this year to €1.86bn ($2.1bn).

But has demand for scrubbers peaked?
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Wartsila marine solutions president Roger Holm
believes that answer could come in a few months
time when fuel price spreads and availability also
become clear.

“I don’t know. But we might see an uptake again on
the order intake coming towards the end of the
year or early next year, depending on how these
things develop” he told Lloyd’s List.

He insisted that there is definitely interest for
scrubbers in the pipeline. But the decision-making
is certainly slower than it was previously.

The downward pressure was partially offset by
continued strong demand for new liquefied natural
gas carriers and passenger vessels.

Moreover, “customers are showing increased interest
in the benefits of connectivity and data-driven
solutions”, the report said.

Supported by increased equipment deliveries, net
sales and comparable operating profits from the
business grew 18% and 13%, respectively, to €1.53bn
and €137m, during the first half.

As of end-June, the company’s marine business
order book expanded 23% to €3.97bn, thanks largely

to a surge in scrubber demand in 2018.

Alfa Lavel has forecast that about 5,000 ships will
be retrofitted with scrubbers by 2023.

While its scrubber order book is filled well into the
first quarter of 2020, chief executive Tom Erixon
said the uptake of scrubbers was being affected by
shipowners comparing installing scrubbers with
switching to lower-sulphur fuels.

Fuel spreads and availability advise, scrubbers also
face regulatory uncertainty going forward.

The outlook for scrubbers has also been clouded by a
move by several major ports to ban discharges from
open-loop exhaust gas scrubbers.

Additionally, the International Maritime
Organization officially launched in May negotiations
on the future of the abatement technology.

These developments, however, have not had a
negative impact on demand for Wirtsila ‘s open loop
scrubbers, Mr Holm said.

“Even if we would have some ports where it is not
allowed, it is not having a significant impact on the
business case for the owners,” he said.

WHAT TO WATCH

Fall in diesel demand seen changing

IMO 2020 fuel mix

THE International Maritime Organization’s marine
fuel oil switchover is bullish for gasoline and not
diesel, according to JBC Energy, a Vienna-based oil
consultancy.

In a major departure from established forecasts and
expectations, JBC Energy estimates global demand
for marine gasoil to be only 250,000 barrels per day
higher than 2019 levels.

That is 1m bpd lower than any other estimates in the
public domain, the company said in a daily report.

It said refiners will more likely supply very low
sulphur fuel oil over marine gasoil because this
provides greater operational flexibility. Marine gasoil
is a middle distillate, and VLSFO a residual fuel.
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If accurate, it suggests shipowners may find marine
gasoil availability lower than anticipated and dash
expectations of new trade routes and business for
product tankers to ship the middle distillate to ports
for bunkering.

The 4m bpd bunker market is undergoing the most
significant change in a generation with the switch to
lower-sulphur fuels, with estimates higher prices
will add as much as $100bn to global marine
transport costs.

The International Energy Agency estimated in
October that fuel oil demand in 2020 for bunkers
with 0.5% sulphur (VLSFO) would be 969,000 bpd,
compared with 1.7m bpd for marine gasoil. It based
marine gasoil demand in 2019 at 767,000 bpd, with

Page 2



JBC Energy’s estimate for 2020 just 250,000 bpd
higher than this level.

JBC cited complex technical distillation processes
for refineries preference for VLSFO, that it believed
would ultimately lead to the residual blends near
gasoline prices.

“We expect VLSFO, at least in 2020, to price at a
premium to Brent of over $10 per barrel, which is a
level where it can and will compete against

gasoline. In our logic, then, IMO 2020 is bullish
for gasoline,” the report said. “For diesel we see
less upside from IMO than gasoline.”

The profit to produce diesel from crude is expected
to fall as over-production and slow global demand
drags on production, according to JBC.

Many refineries have cabilbrated operations during
recent maintenance to maximise marine gasoil
production expecting high profits.

Seized tanker presents a dilemma for Gibraltar

IF the tanker seized by Gibraltar earlier this month
is uninsured, and the current status of flag and class
remain uncertain, it presents the British overseas
territory with a host of regulatory “what ifs” for the
ship’s continuing detention.

The Iranian-controlled very large crude carrier
Grace 1 remains at anchor off Gibraltar under a
Supreme Court order that expires on Friday.

Royal Marines joined Gibraltar’s police to impound
the vessel on July 4 as it slowed down in territorial
waters to take on supplies on the basis that its
Syria-bound cargo of Iranian crude breached
European Union sanctions.

Gibraltar’s first minister held talks this week in
London with British prime minister Theresa May
following indications that the vessel could be
released if Tehran can guarantee that the ship and
its cargo will not go to Syria.

In the meantime, says London-based maritime
lawyer Stephen Askins, Gibraltar may potentially be
sitting on an uninsured tanker with a full cargo on
board, raising issues about liability.

“Most insurance policies will have a sanctions clause
which will not allow underwriters to pay a claim if it
puts them in breach of sanctions,” said Mr Askins, a

partner at Tatham & Co.

“I am not sure Gibraltar has a clear exit strategy on
this and if third parties see this as a way of seeking
reparation for previous claims against Iran and that
is accepted by the Gibraltar court, then the vessel
could be really stuck. That is before any sort of
forfeiture process.”

Mr Askins has said that the US may also be able to
apply for a warrant for the forfeiture of Grace 1 in a
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US court, using the precedent set in another case
involving a North Korean vessel detained in
Indonesia with a sanctioned coal cargo.

The cargo on board the Wise Honest was paid for in
US dollars in breach of US sanctions, thus providing
courts there with jurisdiction.

The country under which Grace 1 is now flagged
remains a mystery, as is the classification society.

Both the flag and class of the vessel were suspended
in late May and the vessel owners have not provided
any further updates.

Overseas Marine Certification Services told Lloyd’s
List it cancelled provisional certificates for Grace 1
on May 30. That was a day after Panama’s flag
registry notified the recognised organisation that it
had de-registered the tanker.

The provisional certificates were first issued on
March 25 and the vessel had been classed by Lloyd’s
Register.

Its marine and hull, and cargo insurer are also
unknown.

While a 2m-barrel cargo of Iranian crude is worth
about $120m, the 1997-built vessel is likely to be
worth well below the $70m value for a five-year-old
second-hand VLCC.

The beneficial owner is another mystery, with a
complex corporate structure incorporating
management and companies in Russia, Singapore,
St Kitts and Nevis, and Dubai.

The detention can be extended up to 90 days under

new regulations passed by Gibraltar a day before the
Grace 1 seizure. They also allow for the ship to be
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held and not released until the settlement of other
legal proceedings in other jurisdictions against the
owners of the cargo or tanker.

An Israeli non-government organisation this week
sought an injunction to keep the vessel in
Gibraltar.

OPINION

Viewpoint: Why shipping matters

A RECENT “good news” story was the
announcement by UK Shipping Minister Nusrat
Ghani of some funding to teach young people about
the importance of shipping, writes Michael Grey.

While some might suggest that £40,000 ($50,200)
is but a drop in the bucket in a great sea of
ignorance about shipping, it is a move in the right
direction and an acknowledgement that somebody
might have realised that “Maritime” (which seems
to be a new all-encompassing noun) is worth a bit
of attention.

The “Why Shipping Matters” programme is an
initiative that has been a long time coming, with
most of UK governments I can remember preferring
the unwritten view that “shipping doesn’t matter
because we leave it all to foreigners these days”. And
there has always been some reason why nobody
really applied themselves to charting our maritime
decline, and offering constructive ideas of how it
might be reversed.

Most of the time it was lack of funds, some of the
time it was lack of time in schools’ curricula and all
of the time it was lack of interest.

But the Institute of Chartered Shipbrokers, with its
long record of education, will be just the sort of
developer we need for some useful lessons on
maritime matters that can be rolled out around the
country.

They used to be the only people left on earth who
taught geography properly, so that shipbrokers knew
the difference between Newcastle (NSW) and the
one on the Tyne. It’s quite important, even more so,
with the satnav generation.

If it makes young people even slightly aware of the
maritime sector, it will be great, greater still if it
enthuses some to look at the wealth of career options
that are available in the sector.

I hope that the developers look around at some of
the initiatives that others have managed to devise to
promote both awareness and career sensitivity
around the world.
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A good move would be to check out the European
Sea Ports Organisation, which has for some years
been sponsoring an annual competition to bring
ports closer to their populations.

I was one of the judges in this competition and on
one relatively recent iteration, the theme was to
assess how ports managed to enthuse young people
and produce educational material about their
maritime activities.

This, I recall, was a particularly interesting
competition and some brilliant things came to light,
that ranged from the production of really inspiring
books and teaching materials, at just about every
level from the very young to those contemplating
their career choices.

One entry that I thought was quite outstanding was
teaching material from a German port that infused
shipping, trade, logistics and economics into a
sixth-form syllabus, which I suppose could have
been that of “Economic Geography”.

It was beautifully presented and I imagined a whole
generation of young people being exceptionally
well-informed as a result of this initiative. So maybe
you don’t really have to reinvent the wheel.

I remember earlier initiatives in this country when
the historians seemed to carry rather too much
weight and there seemed very little material that
was of contemporary interest.

I am sure that we can depend upon the Institute of
Chartered Shipbrokers to keep the lessons suitably
relevant to our time. Surely knowledge of the
maritime sector at even the most basic level is
something in which everybody who lives on an
island ought to have a grounding. We must wish
them all well. They are going to start with small
people and how they can learn to build a compass,
perhaps enabling them to navigate their way around
a more in-depth approach to what is a big, diverse
and fascinating maritime world.

It would help if more children could see ships and
learn something beyond what is taught in the
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schoolroom. And that will take more commitment
by the maritime sector, not just good teachers.

I suppose we might consider this all part of a
defence mechanism, to ensure that there remains an
awareness of maritime sector opportunities to
ensure that there is the necessary replenishment of
the workforce. If nobody knows it is there, it will
wither and die and everything will be left to
foreigners, who pay more attention to the role of
ships and sea transport and will capture the
maritime infrastructure, as they have captured ship
operations.

At the same time, we really ought to get real about
the problems that young UK people are having in
getting into the seafaring workforce, despite all
those encouraging noises from industry figures.

They are persuaded to take up cadetships, which
many spend sponsored by “tonnage tax” companies
that won’t employ them when qualified.

Others declare the UK training system, now heavily
college-based, is too expensive, while others are
happy to employ those trained at somebody else’s
cost at “international” rates of pay and conditions.

There are far too many young ex-cadets struggling
to get that first experience and it is facile to say, as
some people who ought to know better have, that
this is no different to the experience of graduates in
other professions.

Well, it jolly well is and no advertisement for a
shipping industry that really shouldn’t speak with
forked tongues about its importance.

ANALYSIS

Extending Instex to Iranian oil is ‘non-starter’

THERE is no real chance of the European-led Instex
mechanism for trade with Iran to be extended to
cover oil exports out of the Middle East country,
despite Russia’s call for such a move, according to
shipping sources with expertise in the area.

The issue has been highlighted by a Financial
Times interview with Russia’s foreign ministry, in
which Moscow made the case for Russian
participation.

“Russia is interested in close co-ordination with the
European Union on Instex. The more countries and
continents involved, the more effective will the
mechanism be as a whole,” the FT was told.

Iran too is known to favour such a move. Its foreign
minister Mohammad Javad Zarif has previously
described Instex as “insufficient”.

The Instrument for Supporting Trade and
Exchanges, as Instex is formally known, was
introduced by Britain, France and Germany last
month, in response to US sanctions on Iran that to
all intents and purposes prevent shipowners from
calling in the country. Marine insurers have also
been hit, as they are effectively unable to offer
cover.

The industry has been largely underwhelmed,

pointing out that it has little capacity beyond
permitting trade in a limited range of
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humanitarian, agricultural, medical and
pharmaceutical goods.

But Nigel Kushner, a London-based lawyer at W
Legal, who has worked for Iranian tanker operator
NITC, does not see much scope for including Iranian
crude in Instex.

“There is little or no prospect of Instex being used as
a payment mechanism for the purchase of Iranian
crude oil because this would be a step too far — and
a giant step too far at that — for the US,” he said in
an email to Lloyd’s List.

The US would consider itself free to punish everyone
involved in such a deal, including the bank used by
Instex, he added.

“Crude oil is a US-prohibited cargo and the seller
will likely be a US-sanctioned person. Therefore, I
perceive such efforts to be a non starter,
notwithstanding any encouragement by Russia.”

Separately, Mr Zarif has claimed in an interview on
Bloomberg Television in New York that Iran has the
capability to close the Strait of Hormuz, but doesn’t
want to.

About one-third of the world’s seaborne crude and
fuels passes through this key chokepoint.

“We certainly have the ability to do it, but we certainly
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don’t want to do it because the Strait of Hormuz and
the Persian Gulf are our lifeline,” he said.

“It has to be secured. We play a big role in securing
it, but it has to be secure for everybody.”

Some six tankers have been attacked in the

region in the last two months. Washington has
accused Iran of being the perpetrator, a contention
which Iran denies.

MARKETS

First LNG freight derivatives trade carried out

AFFINITY Shipping, the London-based shipbroker,
said it arranged the world’s first freight derivatives
trade for liquefied natural gas, which was settled
against nascent Baltic Exchange indices.

Commodities trader Glencore and Total Gas & Power
were the counterparties, with the trade covering the
Gladstone-to-Tokyo route.

LNG is one of the fastest-growing energy
commodities, with 314m tonnes shipped in 2018, up
8% on the prior year and three times volumes seen
back in 2000, according to International Group of
LNG Importers statistics.

Some 99m tonnes were shipped on a short-term or
spot basis last year, driving the Baltic Exchange to
start reporting shipping and freight indices last
March amid rising interest among traders and
shipowners to hedge their exposure.

“There’s an increase in shipowners and charterers
who actually want some exposure to the spot
market,” said Affinity Shipping head of LNG
derivatives Benjamin Gibson.

“There were previously inflexible supply contracts
but now we’re seeing more flexible trading terms,

cargoes exchanging hands while on the water and
more LNG carriers diverting from their original
destination. All these trading patterns are increasing
the visibility of the freight costs and this is a way to
manage exposure.”

The contract was settled directly between the two
companies, rather than via a clearing house, which
is how other forward freight agreements for wet and
dry markets are conducted to limit counterparty
risk.

Plans are under way to get LNG freight derivatives
contracts standardised and listed on an exchange in
order to facilitate clearing, Mr Gibson said.

The percentage of short-term and spot LNG
shipments expanded to 32% of the market in 2018,
compared with 27% previously, driven largely by
rising Australia-to-China trade, IGLNGI said in its
most recent annual report.

Volatility in spot pricing is also likely to be help
evolve LNG freight derivative trading.

Rates have nearly tripled over the last six months, at
nearly $55,000 daily, compare with less the
$20,000 earlier this year.

IN OTHER NEWS
Foreign tanker seized by Iran Now Press TV, an Iranian
identified as Riah national news network, has

IRAN'S Revolutionary Guard
forces appear to have seized the
tanker Riah, which Iran had
earlier said it towed into its
waters following a distress call.

Iranian state TV has been cited
as saying an unidentified tanker
was taking fuel from Iranian
smugglers to foreign customers.
It was detained in the Strait of
Hormuz on July 14, according to
reports.
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released on Twitter a video clip
from the Iranian Revolutionary
Guard said to that unidentified
tanker being detained. The name
Riah can be seen clearly on the
ship's stern.

Iranian state TV earlier cited a
Revolutionary Guards statement
as saying: “The vessel that Iran
towed to its waters after
receiving a distress call, was
later seized with the order from

the court as we found out that it
was smuggling fuel.”

How North Korea bypasses sanctions
to import luxury goods

NORTH KOREA is importing high-
end luxury goods through the
same overseas smuggling
networks as other contraband
such as components for
weapons of mass destruction,
according to a report by the
Center for Advanced Defense
Studies.
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Using publicly available
information such as corporate
registry filings, trade records,
vessel tracking data, customs
records, and social media, the
report makes two key findings.

First, it found that between 2015
and 2017 "as many as 90
countries served as luxury
goods procurement sources for
North Korea, a much broader
scope than previously
understood".

Shandong Marine finds partner for
stranded jack-up

STATE-OWNED Shandong
Marine Group has found a
partner that will help hire one of
its stranded jack-up rigs ordered
in 2014.

The CJ46 jack-up Energy
Emerger was built by Shanghai
Waigaoqiao Shipbuilding in
December 2017 and is still sitting
at the yard.

Shenzhen-listed Sinogeo, a
privately run oil and gas
exploration service company,
said it had agreed to setup a
joint venture with Northern
Oilfield Services (Tianjin)
Offshore Energy, a subsidiary of
Shangdong Marine, to acquire
the rig, which is valued at
Yuanl.5bn ($217.5m).

Carriers launch new India-Europe
service

THE Alliance members Hapag-
Lloyd, Ocean Network Express
and Yang Ming are teaming up
with Cosco to offer a new weekly
service from the Indian
subcontinent to Europe.

Hapag-Lloyd said in a statement
its service, which it is branding
India-Europe Express, would help
it strengthen its presence in
southeast India, Colombo and
Bangladesh with connections to
and from Europe.
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The service will use nine 6,500
teu ships, four of which are
being deployed by the German
carrier, and will be jointly
operated with Cosco, ONE and
Yang Ming.

Panalpina sees benefit of LCL hub in
Cartagena

PANALPINA says its decision to
move its Latin America gateway
from Panama to Colombia's
leading container port has
improved transit times and
service and lowered costs.

The Swiss freight forwarder
moved its less-than-container-
load operations in the region
from Panama to Cartagena last
year.

The move saw it become the first
major global freight forwarder
and non-vessel operating
common carrier to use Cartagena
as a hub for central and South
American LCL cargo.

Braemar chief James Kidwell to retire
BRAEMAR chief executive
James Kidwell is retiring after
17 years with the London-listed
broker.

Mr Kidwell became chief
executive in 2012, having
previously served as group
finance director.

He recently oversaw the sale of
the company's technical unit to
Oslo-listed Aqualis, in exchange
for shares in the new combined
firm, AqualisBraemar.

DP World announces job cuts in
Australia

DP WORLD is cutting a further
200 jobs in Australia amid falling
volumes and ongoing industrial
action.

Following the voluntary
redundancy of 50 stevedores in
Melbourne this week, the

company said a further 100 jobs
will go in Melbourne and 100 in
Sydney.

DP World Australia said in a
statement that the decision to
announce the redundancies
came as a direct result of
volume losses since September
2018.

MOL among rivals for Cyprus FSRU
project

CYPRUS is considering three
bids for a floating storage and
regasification unit and terminal
infrastructure to import
liquefied natural gas from
2021.

Japanese owner Mitsui OSK
Lines is leading one of the
proposals, while Peter Livanos-
backed GasLog LNG Services is
linked to another.

The MOL-led group includes
Samsung C&T, South Korea-
based construction company
Posco E&C, and Japanese utility
Osaka Gas.

Dionysios Dellaportas, founder of
Meadway Shipping, dies at 70
DIONYSIOS Dellaportas, the
prominent Greek shipowner
who founded Meadway
Shipping & Trading, has died
suddenly, the company said. He
was 70.

Mr Dellaportas, affectionately
known as “Dennis”, built
Meadway into a dry bulk
shipping company with a fleet of
nine bulkers comprising
panamax, supramax and
handysize vessels.

In 2011, the group set up
Meadway Shipping Singapore,
becoming one of the first Greek
owners to establish a significant
commercial presence in Asia as
well as establishing itself as an
operator.
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Lloyd’s Law Reports and our i-law
service are the essential resource for
lawyers in shipping companies

With Lloyd’s Law Reports archive going back to 1919, essential books like Time Charters
and Voyage Charters, the ability to create folders, track your research, print and store
documents in personal folders, Maritime & Commercial on i-law.com is the leader in
maritime law research for in-house legal teams.

Our online service includes:

Key: & Online & Email

7"‘ High Frequency (weekly when courts are in session)

QP Llloyd'sLaw Reports Plus
Lloyd’s Law Reporter & &

"‘ Bi-weekly
QP lloyd's Maritime Law Newsletter 1
Lloyd’s Law Reports 1

7"‘ Monthly
. Shipping & Trade Law &1
i-law.com g «w

Maritime Risk International &3

Maritime intelligence | informa

7." Quarterly
QP Lloyd’s Maritime and Commercial Law Quarterly &3
Chinese Maritime and Commercial Law Reports .1

Please note that Chinese Maritime & Commercial Law Reports is only available
by separate subscription, and is not included in the package collection.

7." Twice yearly
QP  TheRatification of Maritime Conventions 01

Our annual subscription service includes the full range of periodical publications listed above, and
is complemented by a digitised selection of leading maritime and commercial book titles.

Find out more
Q about.i-law.com @ +44 20 7017 7565 (EMEA) / +65 6508 2428 (APAC) @ lawsales@informa.com

Lloyd's List | Daily Briefing Friday 19th July Page 8



L

Lloyd’s List Intelligence =

Maritime intelligence | informa

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 AIS 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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