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Owners seek UK flag registries
switch as Iran threat strands
ships in Gulf

OWNERS AND OPERATORS of UK-flagged ships are understood to
be considering a change in flag registration amid heightened security
and safety risks.

Eight trading vessels remain stranded in the Persian Gulf as others
divert from Strait of Hormuz transits. As many as 350 tankers and 65
gas carriers could be sidelined from the world’s biggest energy
commodities region

Oil traders and charterers are said to be reassessing the short and
medium-term use of tonnage connected with the Isle of Man, UK,
Cayman Islands, Gibraltar or British Virgin Islands group of British
registries as the diplomatic crisis with Iran escalates.

The UK government today raised the security threat level for all UK-
flagged vessels to the highest level for the entire strait.

Any flag switching will further imperil the UK ship registry, which has
already lost 30% of its tonnage so far in 2019 because of uncertainty
over Brexit.

Two chemical tankers and a liquefied petroleum gas carrier are at
anchor off Jubail, Saudi Arabia, while a further three containerships
and a general cargo vessel are off the western coast off the United Arab
Emirates.

A naval auxiliary tanker is also within the area and, like the seven
other vessels, is unable to transit the Strait of Hormuz, where the
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Islamic Revolutionary Guard Corps seized UK-
flagged product tanker Stena Impero.

The UK Chamber of Shipping, which represents the
interests of owners of UK-flagged tonnage, was
locked in talks with the government on Monday as a
diplomatic solution to the impasse was sought and
details of the European-led maritime protection
mission were teased out.

“We are working closely with Her Majesty’s
government on restoring confidence and security
among the shipping community so that trade can
continue to flow freely through the region over the
coming days,” said the chamber’s chief executive
Bob Sanguinetti.

The July 19 seizure of the Swedish-owned UK-
flagged Stena Impero as it transited through
international waters in the Strait of Hormuz on its
way to Jubail followed an unsuccessful interdiction
attempt of the Isle of Man-flagged suezmax British
Heritage days earlier.

Flag switching

Some owners and operators of the 4,569 ships
registered with the UK group of five registries have
indicated that switching flags is under consideration,
shipping sources told Lloyd’s List.

Some 16.8m barrels per day of crude sails through
the Strait of Hormuz, according to Lloyd’s List
Intelligence data, with refined products including
diesel, jet fuel, gasoil and gasoline adding a further
4m bpd to the tally. About a quarter of the world’s
liquefied petroleum gas and liquefied natural gas
also is shipped through the strait.

One maritime risk consultancy is already advising
its clients to switch flags.

“In the interests of business continuity, charterers
and technical managers are advised to consider the
chartering of non-UK connected vessels in the

medium to long term,” said Chichester, UK-based
Dryad Global in a note.

“Chinese-flagged vessels currently represent the
lowest risk of interruption within the Strait of
Hormuz, and are highly unlikely to experience any
form of disruption by way of detention. All UK vessel
owners are advised to consider the relocation of all
UK interest vessels from the Persian Gulf when safe
to do so, and to remain mindful of the limitations of
naval protection.”

There are 65 liquefied natural gas carriers and LPG
carriers with UK registries, as well as a further 351
tankers above 10,000 dwt, Lloyd’s List Intelligence
data shows. BP Shipping is the third-party operator
for 29 UK-flagged ships out of its fleet of 56, the data
shows, while Trafigura operates two Isle of Man-
flagged tankers and charters more for spot voyages.

Shipowners have already been switching from the
UK Shipping register amid rising uncertainty over
Brexit.

French container line CMA CGM was the highest-
profile exit when earlier this year it reflagged some
30 vessels to Malta. Owners of significant tonnage
trading in the Persian Gulf include the BW Group,
with 19 LPG carriers, as well as Japan’s MOL Lines,
Nordic American Tankers, NYK and Stolt Tankers,
Greece Restis Group and Stolt-Nielsen Rederi.

Stranded ships included the 13,760 dwt Gibraltar-
flagged Iberian Express, a general cargo and
container vessel, the 13,690 dwt boxship Indian
Express, also with the same flag, the Cayman
Island-flagged chemical tanker 14,281 dwt Oriental
Lotus. They are off Dubai, while naval auxiliary
vessel Cardigan Bay, is at Bahrain. Off Jubail is the
Cayman Islands-flagged 19,998 dwt chemical tanker
Sea Ploeg, and the Oriental Freesia, a 14,383 dwt
chemical tanker is alongside. An LPG carrier, the
11,107 dwt Kathrine Kosan, with the Isle of Man
registry, is also at anchor at the Saudi port.

WHAT TO WATCH

UK parliament told tanker seizure was ‘an act

of piracy’

FOREIGN Secretary Jeremy Hunt has accused Iran
of “state piracy” in a statement to Britain’s
parliament.
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Mr Hunt was updating MPs on the UK’s response to
the seizure of a British-flagged tanker and its crew
in the Strait of Hormuz on Friday.
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He said the UK was seeking to put together a
European-led maritime protection mission to
support safe passage in the region.

He repeated calls for Iran to release the Stena
Impero, which was taken after Tehran’s warning in
recent weeks of possible retaliation after British
forces captured an Iranian tanker off the coast of
Gibraltar.

Mr Hunt told the House of Commons the Stena
Impero was in full compliance with international
law and was within Omani territorial waters when it
was intercepted.

“Under international law Iran had no right to
obstruct the ship’s passage, let alone board her. It
was therefore an act of state piracy,” he said.

Mr Hunt said the UK has had constructive
discussions with other countries over the last 48
hours on this European-led safety mission

The UK Department for Transport is advising
British-flagged vessels against passing through
Iranian waters and, for the time being the entire,
Strait of Hormuz.

Mr Hunt said that all British-flagged vessels should
give the UK government notice of any intention to
pass through the strait of Hormuz to enable them to
offer the best measures of protection.

“We will then advise them with the safest way to
transit, which may involve travelling in convoy,” he
said.

He said it was not possible for the Royal Navy to
provide escorts for every single ship or eliminate all
risks of piracy.

“But those risks can be substantially reduced if
commercial shipping companies co-operate fully
with instructions from the DfT, which we strongly
encourage them to do,” he said.

Earlier on Monday, Iran’s parliament gave its
backing to the seizure and raised the prospect of a
toll on shipping passing through the Strait of
Hormusz.

“We urge the honourable government and president
to put on its agenda the issue of collecting toll from
the ships which pass through the Strait of Hormuz,”
the parliament said in a statement cited by the Fars
news agency.
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The statement added that lawmakers supported the
Iranian Revolutionary Guard navy’s “proper and
firm measure to seize an offending British oil tanker
and ask the IRGC to continue its path firmly and
powerfully”.

Iranian Revolutionary Guards seized the

product tanker Stena Impero in the Strait of
Hormuz in apparent retaliation for the capture of
the Grace 1 tanker carrying Iranian crude to Syria
on July 4.

UK shipping in the region has all but halted after the
UK Department for Transport requested all British
flagged ships to avoid the Strait of Hormuz until
further notice.

Ready to act

The International Energy Agency said it is closely
monitoring developments in the Strait of Hormuz,
saying it “stands ready to act if needed”.

“The IEA considers that the right of free energy
transit is critical to the global economy and must be
maintained,” the organisation said in a statement.
“The IEA is ready to act quickly and decisively in the
event of a disruption to ensure that global markets
remain adequately supplied.”

According to the IEA, about 20m barrels of oil
transit the Strait of Hormuz each day, or about 20%
of global supply. It is also the route for around a
quarter of global liquefied natural gas trade.

Stena Impero is being held by the Iranian
authorities at anchor just off Bandar Abbas.

Its 23 crew members, who are Indian, Russian,
Latvian and Filipino, are being held for
“questioning”, Iran’s Press TV reported.

All the crew members are in good health and still
on the vessel, Iran’s embassy in India said on
Monday.

“All the crew members including the Indian
nationals are in good health, they are still on board
the tanker,” the embassy told Reuters.

It said the Indian Embassy in Tehran was in
touch with the relevant Iranian authorities on
the issue.

The UK accused Iran of “unacceptable and highly

escalatory” action in a letter to the president of the
United Nations Security Council.
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“Current tensions are extremely concerning, and our
priority is to de-escalate,” the letter stated.

“We do not seek confrontation with Iran. But it is
unacceptable and highly escalatory to threaten
shipping going about its legitimate business through
internationally recognised transit corridors.”

There are eight UK-flagged vessels over 10,000 dwt
in the Middle East Gulf, all of which are currently
anchored. These include four chemical tankers, a
liquefied petroleum gas carrier, a naval auxiliary
vessel, one containership and one general cargo ship
with container capacity. There are no UK-flagged
ships heading for Middle East Gulf.

Co-ordinated response

The UK Chamber of Shipping said an international
response is required to resolve an international
problem.

“We are working closely with [the government] on
restoring confidence and security among the
shipping community so that trade can continue to
flow freely through the region over the coming

days,” Bob Sanguinetti, chief executive of the UK
Chamber of Shipping told Lloyd’s List.

While Mr Sanguinetti declined to speculate about
the details of the UK’s security response or whether
the current deployment of naval assets was
sufficient, he argued that the shipping community
needs to be reassured by the presence of adequate
support to guarantee their safety and security.

“We must not forget that, looking beyond the specific
incident, Iranian activity in the past two months has
had an impact on the interests of over 20 countries
— this is an international problem. It requires an
international solution.

“The principle of ‘freedom of navigation’ is at risk
here — it requires an international reaction and
solution to ensure this does not set a precedent,”
added Mr Sanguinetti.

The US is continuing to form a coalition of nations
to protect international shipping. US secretary of
state Mike Pompeo said “the responsibility... falls to
the UK to take care of their ships”.

Capesize bulker revenues climb to 14-year

CAPESIZE bulker earnings have soared to the
highest level in 14 years as iron ore shipments,

predominantly from Brazil to China, bolstered
rates.

The strength of the market was reflected in the
Baltic Capesize Index, which jumped by 18% over
the week and was at 4,379 points on Friday last
week, having made a rapid move from 2,557 points
at the beginning of the month. The figure represents
the highest level attained by the index since
November 2005.

The weighted time charter average also improved
significantly, up by 13% to close on Friday at $32,765
per day.

Although activity in the Pacific region was
moderate, Norwegian brokerage Fearnleys

noted that Vale’s return to the Brazil-China run
combined with markedly increasing transatlantic
volumes was the main driver for the recent surge in
freight rates.

“With a high number of capes, newcastlemaxes
and valemaxes going out of service for drydock or
scrubber fitting, the following weeks and months are
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expected to see the present climate maintained and
further strengthened,” it said.

The recent strength in the iron ore price is

also providing owners with hope that charter
activity would continue to pick up in the coming
months.

Meanwhile, the bullish sentiment has also
reverberated to other vessel segments because of a
generally tightening tonnage list causing the Baltic
Dry Index to substantially rise.

BDI closed at 2,170 points on July 19, the highest in
nine years, having surged by 57% since the
beginning of the month.

Enjoying the spillover effect, the Panamax Index
also increased to 2,170 points.

However, in its latest report shipbroker
Intermodal warned that “the second half of the
summer will test how fundamentally strong the
market really is”.

Although the dry bulk fleet is beginning to drift
down, the capesize fleet looks particularly
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vulnerable with a fleet to orderbook ratio of 14.7%
because of an increase in the number of orders in
late 2017.

Stifel estimates capesize fleet will grow by 7% in
2019 alone.

ANALYSIS

War risk rates steady, despite Middle East

Gulf shipping threat

WAR risk rates for shipping appear to be holding
steady on the first business day since the Iranian
capture of Stena Impero.

The seizure of the vessel in the Strait of Hormuz on
July 19 came after weeks of threats by Iran against
shipping, however the chances of an incident of this
kind had already been priced in, according to
market sources.

But both the London market and mutual war risk
insurers are keeping an eye on a rapidly developing
situation and increases in the days and weeks ahead
are far from precluded, depending on events.

War risk premiums are determined by the hull value
of a vessel, which in the case of a five-year old very
large crude carrier is around $70m, according to
data from VesselsValue.

Premiums vary from ship to ship and are regarded
as confidential. However, a ball park figure for the
Middle East Gulf in the early months of this year,
before the current escalation of tensions, was
somewhere around 0.02%.

But a new list of war risk areas was introduced on
June 1 following attacks on four vessels alongside
Fujairah on May 12.

After attacks on two more vessel on June 13, rates
spiked at 0.15% to 0.4%, a ten or even twenty-fold
increase, Lloyd’s List was told at that time.

According to industry sources, some owners were
subsequently asked for as much as 0.6% to 0.75% per
voyage. In such cases, premiums for a VLCC would

have topped $500,000 per voyage, although pricing
softened somewhat thereafter.

Rod Lingard, joint managing director of Thomas
Miller-managed mutual UK War Risks, said that his
club was last week quoting 0.2% for a transit
through the Strait of Hormuz, and 0.3% for a transit
plus a call at a local port within 14 days, and those
prices were still on the table as of Monday morning.

“We have not had any news that rates are going to
increase because of what happened over the
weekend,” said Mr Lingard. “The price we were
quoting was taking into account that something like
this may happen. We are holding our nerve, but if
there are more incidents, the possibility of increases
can’t be ruled out.”

Jonathan Moss, head of transport and marine at law
firm DWF, pointed out that global insurance
markets are accustomed to factoring political
uncertainty into pricing models.

In 2003, for instance, H&M and war risk cover
for tankers in the Middle East Gulf shot up
significantly owing to the political instability
in the region.

“Global marine insurers are already closely monitor
the current situation and employ complex risk
models. Given the hostility escalating, underwriters
will also be closely scrutinising voyages on a case-
by-case basis with premium increases covering
vessels in the region a near certainty,” he said.

However, he predicted that rates would ultimately
have to rise if uncertainties continue to prevail.

MARKETS

Carrier peak season fortunes in the balance

HEADING into container shipping’s peak season,
the jury is still out as to whether fortunes will turn
during this crucial period.
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The first half of the year offered a distinct lack of
rate riches to the trunk east-west trades. While the
transpacific spot market enjoyed higher rates than
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last year, they were still below par, as rates on the
Asia-Europe trade, most notably to northern
Europe, never really recovered from the traditional
post-Chinese New Year slump.

By mid-July, the overall picture of the Asia-northern
Europe made for ugly reading.

The year-to-date average for the route was down
4.8% on the equivalent 2018 period, according to the
Shanghai Containerised Freight Index, which uses
Shanghai as a base origin port. Adding insult to
injury, however, is how the current value of $672 per
teu is some 22.1% down on 2018.

Whereas spot rates on the Asia-Mediterranean trade
have so far outperformed last year, with average
SCFI prices through to the middle of July up 2.2%
on 2018, the concern here will be that rates
currently sit more than 20% lower than this time
last year.

The issue once more centres on the issue of
overcapacity, which continues to stalk the trade.
Volumes meanwhile have been kind. Data from
Container Trades Statistics shows that in the first
five months of 2019, boxes carried on the trade were
up 5.4% on its 2018 level.

According to Alphaliner, supply on the Asia-Europe
trade has still outstripped demand, rising by around
6% compared with last year, to keep a lid on rates.

Capacity has swelled on the back of the continued
roll-out of ultra-large tonnage, predominately of
vessels in the 18,000+ teu size range. With little
option to absorb this tonnage elsewhere and with a
sizeable slippage count rolling over from last year,
deployment has been steady.

By the end of June around 100 ships at the top end
of the size scale had entered the fleet, but with more
than 30 additional units due before the end of the
year the issue of overcapacity is not going away
anytime soon.

Carriers are looking to address the issue with an
extensive blank sailing programme through July
and August, as they look to reverse fortunes in the
third quarter of the year. On the Asia-northern
Europe trade lines had announce as many as nine,
equating to a capacity reduction of 4.2%, according
to Sea-Intelligence.

Analysts Platts meanwhile, said that carriers are
still struggling to reverse the rate slump with vessel
utilisation still hovering in the 90% range.

“Asia westbound is a bloodbath at the moment

— carriers can’t get the rates up for love nor money.
There is a whole load of void sailings, but we are still
losing ground,” a source told Platts, adding that
efforts to introduce new benchmark rates are very
unlikely to stick at this point, even if capacity
utilisation starts to increase.

US aims to form Gulf coalition to protect

International shipping

WASHINGTON will this week increase its efforts to
secure support for a multinational coalition to
protect ships from attacks by Iran in the Middle East
Gulf, with national security adviser John Bolton due
to visit Japan and South Korea.

Mr Bolton is on his way to the two Asian nations “to
continue conversations with critical allies and
friends”, Garrett Marquis, a spokesman for the US
National Security Council said in a Twitter post on
Saturday.

Both Japan and South Korea are heavily dependent
on imports of crude oil that pass through the Strait
of Hormuz, but neither country has publicly
expressed any support for the proposed US security
patrols.

Mr Bolton’s journey follows a US government
briefing on Friday of more than 60 nations
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concerning Washington’s plan to form a
multinational coalition to protect ships in and
around the Strait of Hormuz, as tensions rise in the
Middle East.

Media were excluded from the meeting which was
co-hosted by the Department of State and the
Department of Defense, but it was said to have been
limited to an explanation of an outline of the
maritime security initiative.

An additional session may be held in Tampa,
Florida, where the US Central Command has its
headquarters, for talks on details of Washington’s
coalition initiative.

Central Command, whose forces cover the Middle
East, said on Friday it is “developing a multinational
maritime effort, Operation Sentinel, to increase
surveillance of and security in key waterways in the
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Middle East to ensure freedom of navigation in light
of recent events in the Arabian Gulf region”.

It said the goal of the operation is “to promote
maritime stability, ensure safe passage and de-
escalate tensions in international waters throughout
the Arabian Gulf, Strait of Hormuz, the Bab el-
Mandeb Strait and the Gulf of Oman”.

Central Command said: “US officials continue to
co-ordinate with allies and partners in Europe, Asia,
and the Middle East on the details and capabilities
required for Operation Sentinel to enable freedom of
navigation in the region and protect vital shipping
lanes.”

The US has been promoting the idea of a
multinational force to monitor the Middle East
Gulf’s waters with little success beyond its main ally,
Saudi Arabia, which is patrolling the waters off
Yemen where it has fought a four-year war to remove

In June, UAE foreign minister Sheikh Abdullah
bin Zayed Al-Nahyan distanced his country from
US accusations against Iran, even as he expressed
belief in the need to expand international
participation to protect ships in the Middle East
Gulf region.

In addition to Mr Bolton’s efforts in the Far East
this week, President Donald Trump said on Friday
that the US has “a very close alliance” with Britain,
where a new prime minister is due to take office in
the week.

Mr Trump also said on Friday that he held telephone
talks with French President Emmanuel Macron
regarding the Iranian situation.

But France, which has a naval base in the UAE,
does not plan to escort ships and sees such a
US-proposed force as counterproductive to
easing tensions because Tehran would see it as

the Houthi dissidents, said to be allies of Iran.

anti-Iran.

IN OTHER NEWS

South Korean bulker attacked by
pirates in Singapore Strait

THE South Korean-flagged
kamsarmax bulker CK Bluebell
was attacked by pirates near the
Singapore Strait early on
Monday. The pirates assaulted
the crew and made off with cash
and valuables.

According to Lloyd's List
Intelligence, the 2011-built, 81,147
dwt vessel was boarded by seven
armed pirates at 4.25am and the
attack lasted 30 minutes. The
vessel is owned by Chang Myung
Shipping.

South Korea's Ministry of
Maritime Affairs and Fisheries
said the perpetrators, armed
with guns and other
weapons, were also able to
escape with $13,000 in cash
nd the crews' personal
belongings including mobile
phones and clothes.

Magnolia LNG developer to move
listing from Australia to the US
LIQUEFIED Natural Gas Limited, a
developer of two export projects
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in the US and Canada, has set out
to move its public listing to the
US from Australia.

The board of the Australia-listed
LNG developer announced on
Monday the plan to re-domicile
the company to the US and seek
a listing on the Nasdaq stock
exchange.

The move is expected to
“improve valuation and better
trading liquidity given the current
valuations for LNG Ltd's peers, all
of which are US-listed", the
statement said.

PetroChina and Eni bid for multi-
billion Pakistan LNG contract
PAKISTAN'S multi-billion dollar
liquefied natural gas supply
tender has drawn bids from
PetroChina, Eni and two trading
houses.

A Reuters report identified
Trafigura and the trading unit of
Azerbaijan's national oil
company, SOCAR, along with
PetroChina and Eni, as the two
other bidders.

The tender for the supply of 240
cargoes over a ten-year period is
estimated to be worth up to
S6bn.

Cosco Shipping and China Mobile
team up on 5G

TWO state conglomerates China
Cosco Shipping Group and China
Mobile have agreed to work
together on several business
areas, including supply chain and
5G applications.

The shipping giant and
telecommunications major
signed a strategic framework
agreement in Beijing last Friday,
to co-operate in areas including
telecoms infrastructure, cloud
computing, equity investment,
logistics facilities and
development of new
technologies.

On the sidelines of the signing
ceremony, Cosco Shipping Ports,
China Mobile Research Institute
(Shanghai) and two other
companies also penned a letter
of intent to co-establish a smart
port laboratory to develop 5G and
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artificial intelligence, among
other cutting-edge
technologies, that will help
digitalise the sector.

Emas Offshore applies for bankruptcy

protection

EMAS Offshore has applied to be
put under judicial management
after several rescue attempts
failed.

A subsidiary of Ezra Holdings,
which is itself under Chapter 11
protection in the US, saw the
latest rescue attempt from
Philippines conglomerate

Udenna Corp — which would
have seen the acquisition of
some of its assets and an
injection of $73.3m — collapsed
in February.

The latest move, announced by
the company, will protect it from
creditors while it works on a
rehabilitation deal.

Scorpio Bulkers reports second-
quarter profit boost

SCORPIO Bulkers reported a
boost to net income in the
second quarter as it inked a
number of sale and leaseback

deals amid market headwinds.
The US-listed company made
a net profit of $35m versus
$800,000 a year earlier, it said
in a statement. Revenues
dipped to $49.1m compared
with $60.6m.

It closed the sale and lease
back of 16 vessels for a total
of $144.5m in additional
liquidity including scrubber
financing, it reported, and
sold two ultramax vessels,
booking a loss of $4.9m. It
declared a cash dividend of
$0.02 per share.

For classified notices please view the next page.
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