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Freeports are not the silver 
bullet to turbocharge UK trade

THE UK GOVERNMENT’S plans to create up to 10 freeports to boost 
trade after Britain leaves the European Union have received a mixed 
response from industry figures who warn that the freeport model is 
not the silver bullet being trumpeted by some.

The UK’s Department for International Trade launched the plans on 
Friday, having been heavily trailed by the UK prime minister Boris 
Johnson during his successful campaign for the Conservative Party 
leadership.

Mr Johnson’s view is that the new customs-free zones will 
“turbocharge” growth and ensure towns and cities across the UK 
benefit from a Brexit trade boost.

Launching the plans in Teesport, an area that has been advocating 
freeport status as a means of bringing investment and jobs to the 
region, international trade secretary Liz Truss said on Friday that 
freeports were expected to transform the UK’s ports and airports after 
the UK leaves the EU on October 31.

Industry experts have warned, however, that the freeport model is no 
quick fix to the UK’s trade plans and implementing freeports 
successfully will require time, collaboration and careful planning.

Under the plans, a freeport would sit outside national customs 
arrangements and can import and export goods without taxes or 
duties, as if they had not entered into UK territory.
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The premise behind freeports is that they encourage 
companies to manufacture in a location, as they can 
avoid import duties on parts and supplies, and 
tariffs on exported goods.

This will be critical for companies wishing to trade 
with Europe, particularly if the UK leaves without a 
trade deal in place.

Normally, however, they are associated with 
developing economies, where governments will 
forego taxes and duties in favour of economic 
development and investment, and for the 
employment opportunities freeports generate.

A case in point is the industrial free zone at Tanger 
Med in Morocco. As part of the government’s 
development plan for the port, a customs-free zone 
was established to encourage manufacturing into 
the region.

Not only has this driven volume growth at the port’s 
terminals, but it has seen the establishment of 
industries that would not otherwise have developed 
in Morocco.

Tanger Med’s industrial zone has created 70,000 
jobs in skilled and semi-skilled roles in the 
aeronautics, automotive, electronics and 
agribusiness sectors as companies use the region as 
a manufacturing hub for exports, the value of which 
reached $8.3bn in 2018.

Not everyone is enamoured of the freeport concept, 
however. Last week, European justice 
commissioner VěraJourová described freeports as 
a “new emerging threat” that was “potentially 
vulnerable to money laundering or terrorism 
financing”.

The British Ports Association has given the 
announcement a cautious welcome, but is also 
developing its own Port Enterprise and Development 
Zones concept.

“We are pleased that ministers recognise the vital 
economic role that ports play and we are keen to 
explore with the government how this can be 
boosted further,” said BPA chief executive Richard 
Ballantyne. “We also welcome additional focus on 
how ports can further support national and regional 
economies.”

But many of the benefits of a traditional freeport 
could be achieved in the UK through existing 
processes, he added.

“We look forward to working with government on 
how a UK-specific model can boost sustainable 
development in and around ports and add real 
value,” Mr Ballantyne said.

The British Ports Association is working with ports 
and airports on ambitious complementary proposals 
for that would support economic activity across a 
much wider range of ports all across the UK.

“These proposals contain a series of 
recommendations around planning, enterprise and 
the tax system that could be incorporated into or sit 
alongside a UK freeport model,” Mr Ballantyne said. 
“As well as Teesport, ports like Milford Haven and 
Tyne are at an advanced stage in looking at such 
options.”

While the potential selection of 10 Freeport sites 
could be transformational for some locations but 
there would need to be some balance to ensure that 
ports that do not have that status are not 
disadvantaged, Mr Ballantyne said.

“Having freeport status could be a beneficial 
marketing asset which helps attract inward 
investment and the government will need to satisfy 
itself that this is not at the expense of other UK 
locations,” he said.

UK Major Ports Group chief executive Tim Morris, 
who has been appointed to the advisory panel, said 
freeports were a “potentially transformational 
opportunity for locations with the right conditions 
and strong local support”.

“They have proved to be successful in stimulating 
investment and jobs in a range of locations around 
the world,” Mr Morris said. “We welcome the 
Government’s call for free port proposals. It’s the 
right thing to do to open the opportunity to all and 
let the strongest bids come through.”

The UKMPG, which represents the UK’s largest port 
operators, said its role on the panel would help in its 
work improving conditions for development to boost 
investment, jobs and prosperity in coastal 
communities.

In an open letter to Boris Johnson, Maritime UK 
chairman Harry Theochari said that while freeports 
had proved to be successful in stimulating 
investment and jobs in a range of locations around 
the world, they were not a “silver bullet” for all 
locations nor the only way of boosting the UK’s main 
global gateways.
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“They are one of a range of measures which would 
improve productivity and trade in and around the 
UK’s ports, adding more value to the UK and local 
economies,” Mr Theochari wrote. “Free ports are 
one part of a broader package of reforms to 
development rules that industry has put forward to 
boost investment in coastal communities. Improved 
connectivity for ports is critical to realising the 
benefits from this investment for the rest of the 
UK.”

These “modest changes” would unlock an additional 
£100m ($121m) of private investments by ports each 
year, he added.

“As well as investing more of its own money, the 
sector is rolling out a network of Maritime UK 
regional maritime clusters to foster collaboration 

amongst business, academia and local government 
in the UK’s maritime regions,” Mr Theochari said. 
“Based on the Mersey maritime model, these 
clusters will help regions to build upon their unique 
strengths, develop skills, attract investment, drive 
growth, and create jobs.”

The new freeport plan will have industry guidance, 
in the form of a new Freeports Advisory Board 
established by the Department for International 
Trade.

The board will include ministers from the 
Department for International Trade and the 
Treasury, as well as experts including technology 
adviser Daniel Korski, small-business champion 
Emma Jones MBE, tax specialist Tom Clougherty 
and economist Eamonn Butler.

UK freeports plan would have been 
feasible within the EU
UK Prime Minister Boris Johnson’s contention 
during the Conservative Party election campaign 
that EU membership was preventing the UK 
establishing freeports appears to be another one 
of the former journalist’s dalliances with fake 
news.

“The EU is not set against the free zones,” said 
Dominique Willems, senior manager of customs 
and indirect taxation at Clecat, the European 
association for forwarding, transport, logistics and 
customs services. “It is still possible. However, the 
concept has gone a bit out of fashion in recent 
years.”

The UK announced this week that it was moving 
ahead with plans to creating a new Freeports 
Advisory Panel to advise the government on setting 
freeports up in areas such as Teesside, Aberdeen, 
and Belfast. The government aims to create the first 
new freeports after the UK leaves the EU and claims 
they will “turbocharge” growth and ensure towns 
and cities across the UK benefit from a Brexit trade 
boost.

Such plans would have been perfectly possible, 
however, should the UK have not decided to leave 
the EU, according to Clecat.

Modern customs legislation, including the Union 
Customs Code and other related legislation provided 
other, better possibilities to achieve the same 
benefits, said Mr Willems.

“Customs possibilities such as temporary storage or 
customs warehousing also allow the storage of goods 
without importing them or paying duties,” Mr 
Willems said.

Europe, in fact, allows for even more benefits than a 
traditional freeport can offer.

“Procedures such as inward and outward 
processing allow, for example, for parts to be 
imported from outside the customs territory, 
incorporated into a new product and exported 
again without paying import duties on the parts,” 
Mr Willems said.

“It is also possible to move goods between those 
facilities, even for different locations of different 
companies. An additional benefit in comparison to 
free zones, is that there is not necessarily a 
geographical limitation. Goods can move between 
storage facilities which are hundreds of miles away 
from each other.”

A free zone, as the name implies is a geographically 
limited zone of a few miles.

Nevertheless, Clecat acknowledges that freeport 
concept offers some benefits.

“The benefits can be that goods are more easily 
transhipped within those ports,” Mr Willems said. 
“If goods remain in a free zone, they can enter the 
customs territory, remain there for a while or even 
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Fresh US tariffs unlikely to spur more 
frontloading and may further damp 
transpacific trade
THE new levies announced by US president Donald 
Trump on Chinese exports are unlikely to drive 
another round of cargo owners rushing to beat 
implementation on transpacific trade, and may in 
fact exacerbate existing problems for shipping lines 
that are already experiencing a rather weak peak 
season.

Mr Trump took to Twitter on Thursday to say his 
administration would impose 10% duties on a 
further $300bn of goods from China that are 
expected to include smart phones, laptop computers 
and children’s clothing, on September 1, 2019 and 
could lift the rate to 25%.

The abrupt move, coming on the heels of meetings in 
Shanghai between top trade representatives from 
the two countries, could once again drive more 
frontloading as shippers are looking to stock 
warehouses to the brim before these tariffs came 
into effect.

The question is whether they have enough time to do 
so.

“There really isn’t much time for shippers to 
frontload in this case,” said Alphaliner’s founding 
executive consultant Tan Hua Joo.

The US government has not released details about 
how it will implement the tariffs. But the effective 
date of the tariffs has been normally in accordance 
with the landing date of cargo, based on past 
experience, Mr Tan pointed out.

If September 1 as stated in Mr Trump’s tweet is 
carried out as the effective date by the US 
authorities, shippers would have less than a month 
to go through the logistics process to push out the 
goods and complete the delivery on time.

“This is almost impossible. You’ll need to not just 
start the booking but get your cargoes in next week 
at latest,” said a freight manager from a Hong Kong-
based logistics firm.

It can take three weeks for vessels from China to 
arrive at US east coast ports and two weeks to west 
coast ports. And shippers currently need to book 
their slots seven to 10 days in advance, according to 
the freight manager.

A few shippers might try to speed up the shipment, 
the freight manager said, but he would not expect a 
huge surge in cargo demand within such a short 
period.

Simon Heaney, a senior container shipping analyst 
at Drewry, agreed. “I suspect the level of front-
loading won’t be as steep as last year as some 
shippers will have been preparing for such an 
eventuality and because the lead time is much 
shorter.”

The wave of frontloading seen late last year was the 
only visible one, Mr Tan argued. That came before 
the US slapped 10% tariffs on $200bn of Chinese 
imports in September and planned to increase the 
rate to 25% from January.

WHAT TO WATCH

be processed or traded, without paying the taxes. 
The main benefit is in financial liquidity.

“An additional benefit can be less administrative 
work, because in principle less customs declarations 
are needed, but this is largely theoretical as the 
amount of administration for a free zone can be 
even more complex than a regular customs 
procedure.”

However, any benefits accruing will depend on how 
the UK develops its own customs legislation in the 
coming years.

“The more open those agreements are and the more 
intense the co-operation is, the less need there will 
be for free zones,” Mr Willem said.

He added that Clecat welcomed any improvement 
that leads to more trade facilitation and easier 
movement of goods,but warned that it did not see 
much benefit in the current form.

“Other, better possibilities provide the exact same 
benefits,” Mr Willems said. “However, if the UK will 
explore new possibilities and renew the concept of a 
free zone, it could be very interesting.”
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“You really need a window of two-three months for 
the frontloading, which you cannot do for three 
weeks.”

Mr Trump’s fresh tariff announcement comes amid 
an already underperforming peak season on 
transpacific trade hit by the simmering US-China 
trade, which seems headed for to further 
escalation.

China on Friday said it would not be blackmailed 
and warned of retaliation against the new US tariffs.

“At Drewry we were working on the assumption that 
the truce wouldn’t hold based on previous history, 
although we didn’t expect it to snap quite so 
quickly.” said Mr Heaney.

Transpacific volume this June edged up only 1.3% 
year on year, versus 4.1% and 7% growth for the 
same month in 2018 and 2017, respectively, 
according to Container Trades Statistics.

Mt Tan said: “There hasn’t been any June or July cargo 
rush. Historically if we don’t see any rush in that two 
months, the peak season is as good as being over.

“It’s already weak to start with [the peak season], 
and only going to get weaker.”

US importers, under certain circumstances, were 
allowed to receive shipments from China by June 1 
without having to pay the increased tariffs, 
according to a message issued by US Customs and 
Border Protection back then.

Whether another extension will be given this time, 
albeit not in the exactly same scenario as the 
previous one, remains uncertain. But if it happens, 
the story would be different for the shippers who 
want to avoid the extra tax payment, said the Hong 
Kong-based freight managers. “It would then give 
shippers a couple of more weeks to organise the 
logistics and also potentially allow carriers to deploy 
extra load for a possible cargo rush.”

High scrubber uptake fails to lift earnings 
as retrofits ramp up
MORE than 3,000 vessels in the merchant fleet will 
have scrubbers installed by the end of 2019, followed 
by a further 700 ships by the end of 2020, latest 
figures from class society DNVGL show.

By 2023, some 3,739 ships will have the abatement 
technology installed, the DNVGL database shows, 
allowing them to use residual fuel oil with a sulphur 
content of 3.5% instead of bunkers with 0.5% or 
lower.

The growing uptake is well above initial estimates of 
2,000 ships made a year ago, as owners and 
operators focus on retrofitting the largest dry bulk 
and tankers, where fuel costs comprise a greater 
proportion of operating costs.

Despite the bigger numbers, the rush to have 
scrubbers installed before the January 1 switchover 
to lower-sulphur fuel oil or marine gasoil has failed 
to lift charter rates.  An IMO 2020-related spike in 
earnings was anticipated from July as ships stopped 
trading to have exhaust gas cleaning systems 
retrofitted, or tankers began shipping new residual 
fuel blends to ports of need, lifting demand.

Some 33 tankers are currently at shipyards for 
scrubber installations, according to data from 
Paris-based shipbroker BRS, double the number 
recorded in June. A further 40 bulk carriers were 
off-hire last month for fitting. Alphaliner, a division 
of BRS, also reported 31 containerships totaling 
350,000 teu out of service in July. That compared to 
39 in June, the container line analysts said in a 
report this week.

The DNVGL figures also show that the top five 
companies providing exhaust gas cleaning systems 
have 45% of the market. Wartsila leads the list, 
followed by Alfa Laval, EcoSpray, Yara Marine and 
Panasia.

The use of scrubbers could take the edge off what is 
expected to be a volatile period for fuel oil prices and 
the supply of bunkers for the 4 million bpd market. 
Fresh estimates about demand for the various types 
of fuel to be used and the overall IMO 2020 fuel mix 
are now emerging. Shipowners were expected to 
initially favour marine gasoil over very low sulphur 
fuel oils, amid concerns about stability, compatibility 
and availability.

ANALYSIS
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“A large number of shipowners, especially of larger 
tonnage across the shipping spectrum, have now 
indicated … that they are planning to run VLSFO 
rather than marine gasoil as of January 1,” said 
Alphatanker in a weekly report published August 2.

Shipowners prefer straight run VLSFO over blended 
products, the report said. They estimate some 1.2 m 
bpd of the 4.1m bpd market for bunkers will 
comprise VLSFO, as “the fuel of choice for larger, 
thirstier tonnage”.

The spread, or difference in price, between 0.1% 
marine gasoil and 0.5% VLSFO is $117.59 per 
tonne in January 2020 for Rotterdam barges, 
data from London’s ICE Futures Europe show. 
VLSFO is valued at $457.64 per tonne in 
December. That contrasts with fuel oil with 3.5% 
sulphur trading at $255 per tonne in the same 
period, a steep backwardation from August’s level 
of $330. That reflects the collapse in demand when 
the fuel switchover occurs and is driving scrubber 
uptake.

From the many to the few
BOX line consolidation has slowed down of late. 
Since the heady days of four weddings and a funeral 
in 2016, there have only been two significant 
container line consolidations, when Maersk acquired 
German carrier Hamburg Süd and Cosco acquired 
OOCL, writes James Baker.

Since 2016, lines that have either merged, been 
acquired or simply gone out of business include 
United Arab Shipping Co, APL, China Shipping, 
NYK, K Line, MOL, Hamburg Süd, Orient Overseas 
Container Line, and Hanjin Shipping. Only one new 
line, Ocean Network Express, has emerged from the 
consolidation of the three Japanese carriers.

Of the 16 lines that could arguably call themselves 
global carriers in 2016, just nine remain, 
congregated into the three major alliances.

For now, those that remain appear to have stabilised. 
The economics of global operations and mega ships 
mean that alliances are a necessity, but, in theory, 
the provide volumes to fill the ultra large 
containerships that help reduce costs.

Nevertheless, the container shipping sector 
continues to struggle with both overcapacity and 
weak demand and there are, arguably, still more 
carriers than is absolutely necessary.

In a recent interview with Lloyd’s List, Maersk chief 
executive SørenSkou said that while Maersk was not 
interested in further acquisitions, he expected 
carriers that have no viable economic model would 
be squeezed out of the market.

While Mr Skou declined to name any companies that 
may merge or be taken over, Mediterranean 
Shipping Co chairman Gianluigi Aponte was less 
coy. Speaking at a meeting in Italy last week, Mr 

Aponte said he expected Hapag-Lloyd and Ocean 
Network Express would eventually join forces.

At first glance, the merger of a stalwart of the 
German shipping industry and a Singapore-based 
start-up that has been in business for just over a 
year seems unlikely, but dig below the surface and it 
is not quite beyond the realms of possibility.

Each is a result of mergers, with Hapag-Lloyd having 
found its scale through the integration of Compañía 
Sud Americana de Vapores’ container shipping 
business and United Arab Shipping Co’s operations, 
and ONE being the merged container operations of 
the three large Japanese shipping companies.

Both sit in the middle of the range in terms of 
capacity, ranking at number five and six among the 
top lines. Both lines are partners in The Alliance, so 
have a working relationship already.

Hapag-Lloyd has a successful history of integrating 
other carriers into its own services. ONE’s launch 
showed that this can be a difficult process, but 
merging the three Japanese lines was something 
that many people said could never be done. Having 
got through its first difficult year, ONE has turned a 
quarterly profit for the first time and is at least 
heading in the right direction.

On current fleet capacity, merging Hapag-Lloyd and 
ONE would create a new number three player, 
sitting just behind Maersk and MSC with 3.2m teu 
of capacity, ahead of both Cosco and CMA CGM.

But any potential merger would create a cat’s cradle 
of ownership, the like of which has not been seen 
before in box shipping. ONE’s shareholders are the 
three legacy companies from which it was born, 
while Hapag-Lloyd’s owners include its merger 

OPINION
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partner CSAV, the former owners of UASC, Klaus-
Michael Kuehne, the city of Hamburg and a free 
float of publicly traded shares.

Hapag-Lloyd last year rebuffed a takeover move 

from CMA CGM and chief executive Rolf Habben 
Jansen has said that the incremental benefits of 
consolidation are becoming smaller. Nevertheless, 
the consolidation that has dominated the sector for 
the past few years may yet have further to go.

From the News Desk: Sailing in red ink 
as trade tensions escalate
Great escalations
The Trump trade war with China escalated this 
week, with 10% tariffs on $300bn of imports 
signalling massive consequences for container lines, 
US consumers, and port authorities too. One port 
head lamented a $25m tax on $100m in cranes 
arriving next year. We’ve covered the story from 
both sides of the world here and here.

Such is the impact this trade war is having on 
container trade flows that our just-released Lloyd’s 
List Top 100 Container Ports may well be out of date 
sooner than expected. Anything and everything you 
need to know is here.

Sanguine about the second quarter
Earnings season provides rare visibility into 
shipowner and operator profitability and listed 
companies this week — including Precious Shipping, 
GasLog, Teekay Tankers, Capital Product Partners, 
Navios Partners, ONE, Diana Shipping, Eagle Bulk 
and the Japanese trio of Nippon Yusen Kaisha, 
Mitsui OSK Lines and Kawasaki Kisen Kaisha 
— have been painting lipstick on a pig of a second 
quarter. Shipowners of gas carriers, bulk carriers, 
containerships and tankers all made the best of a 
poor slate of results. By now, most had been 
anticipating some form of IMO 2020-related spike 
in rates — either because of the removal of ships 
from trading for scrubber installations, or increased 
demand for shipping the new residual fuel blends to 
places of need. The overall takeaway is that this has 
yet to come. Stayed tuned.

Going Strait
The crew of the Stena Impero and Grace 1 are no 
closer to being released after a week that yielded 
little diplomatic progress but some colour on how 
shipping is adapting to the greater risks of transit 
through the Strait of Hormuz. “It’s pretty intense out 
there,” says the commanding officer of the Royal 
Navy frigate that’s spent the past month there, with 
85 “interactions” with Iranians on the water.

Meanwhile, insurance rates have spiked, and 
chances of a standalone European-led military 

patrol to escort merchant shipping are diminishing. 
Instead, talks this week signalled the likelihood of 
the UK, as well as other European and Asia 
countries joining forces with the US.

You can catch up on all of the latest news and 
analysis via our special Strait of Hormuz page here, 
but you can also listen to our latest thinking on the 
topic by tuning into this week’s Lloyd’s List Podcast.

And don’t forget, you can now subscribe to the 
Lloyd’s List Podcast via iTunes and Spotify, as well 
as most other podcast providers. And make sure you 
are registered for a free account on Lloydslist.com so 
you can receive our Daily Briefing e-mail

Touching bottom
The underbelly of shipping was revealed last week in 
the form of a particularly worrying accident 
investigation report.

The specifics are compelling — it is now clear that 
unpaid bills and lack of adequate insurance cover led 
to the grounding of the Russian bulker KuzmaMinin 
off Cornwall in December last year. But we are now 
looking more widely at the issue and asking how 
many other accidents are happening directly as a 
result of financial neglect from owners against the 
wall when it comes to paying the bills.

Our initial investigations suggest you will be reading 
about this in next week’s edition.

Industry leaders required. Apply here
Being independently judged as the best of the best 
by a group of respected industry peers is more than 
a stamp of approval; it is marketing that money 
simply cannot buy.

Tough conditions come as standard in shipping right 
now, but some companies are still managing to shine 
through innovative thinking, skill and 
determination.

We’ve said it before, but the Lloyd’s List Awards are 
more necessary than ever, precisely because they 
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reward successful endeavour in the face of 
seemingly intractable problems.

So we urge you to wear your laurels with pride. 
Modesty is falsely applied in a world casting about 
for answers to tough questions. If you’re proud of an 
achievement, shed light on it and show your 
customers what you’re made of.

You can enter all of the Lloyd’s List Global Awards 
here: https://maritimeintelligence.informa.com/
events/awards?utm_source=LLSite&utm_ 
medium=banner&utm_campaign=M_LLawards

They are free to enter and the process is quick and 
simple, but deadlines are looming so speed is of the 
essence.

As ever, the awards will be independently judged by 
a leading panel of experts from across the shipping 
industry who will assess entries on merit and judge 
without fear or favour to anyone.

Let’s celebrate the innovators, the visionaries and 
the success stories in shipping. Get your entry in 
now — you have to be in it to win it!

Coal still finds home in China
RISING coal imports into China are an indication 
that demand for the commodity is on the increase 
and that the economy still remains addicted to coal.

China imported about 154m tonnes of coal in the 
first six months of this year, including thermal and 
metallurgical coal, up 6.4% year on year, China 
customs data shows, despite a government push to 
cap shipments.

Imports rose to 281.5m tonnes in 2018, the highest 
level in four years.

“Having fallen for three straight years into 2016, 
when BP commented that the fortunes of coal 
appear to have taken a decisive break from the past, 
coal consumption has risen again in the past two 
years, with 2018’s consumption up by 1.4% year on 
year, double its average growth rate over the past 10 
years,” brokerage Braemar ACM noted.

Despite Beijing’s efforts to turn the skies blue again, 
coal is still the dominant fuel in the country’s energy 
mix.

While power generation growth has slowed 
marginally, there has been solid demand from heavy 
industry as well as some restocking activity for 
summer consumption.

Improving Chinese demand for coal has already 
seen increasing numbers of ships fixed to move the 
commodity, tightening the availability of tonnage 
and pushing freight rates up.

Chinese coal imports on panamaxes have been 
especially strong in the second quarter into July, 
benefiting in particular from cape splits, with 

traders also taking advantage of much cheaper 
international coal and securing shipments ahead of 
possible government import restrictions in the final 
quarter of the year.

However, the country tightened its grip on imports 
in mid-July by halting customs declarations for all 
coal shipments in the northern port of Caofeidian.

“The dry bulk market is currently very finely 
balanced,” according to a Howe Robinson research 
analyst. That means that while any positive shock 
can lead to a surge in rates, any negative shock can 
exert downward pressure, he said.

“The shock of the largest coal importer restricting 
imports will no doubt be too great for the market to 
fully absorb without negative effect,” he continued, 
adding that the effect will be quite acute in the 
Pacific market and could spread to the rest of the 
market.

“The question is whether the impact will be gradual 
or acute.”

Power generation
China’s National Energy Administration unveiled a 
guideline last month which explicitly encouraged 
heating with clean coal and biomass energy with 
little emphasis on a coal-to-gas switch.

The policy adjustment has sparked market 
speculation that it might signal a sea change in 
policymakers’ attitudes towards coal to gas switch 
practices across the country, a Singapore-based 
trader said, mainly due to inadequate availability of 
gas supply in some rural areas and the high 
dependence on gas imports. “However, the policy 

MARKETS
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does not negate the contribution brought by a 
coal-to-gas switch.”

“Home heating with natural gas is more expensive 
and not affordable for the majority of rural residents, 
thus requiring the government to provide more 
subsidies for a coal-to-gas switch,” he said, adding 
that imported coal is still cheaper.

China still has quite a big demand for electricity and 
the government now supports regions with poor 
wind and solar resources to use coal-fired power, a 
Beijing based broker said. “So, we do not see coal 
shipments drying anytime soon.”

“Coal is showing strong resilience so far,” Pacific 
Basin’s chief executive Mats Berglund said on a 
second quarter earnings call.

“The seaborne [coal] market is on and off. But coal 
as a commodity has a long remaining life. I heard 
that there will be 250 coal-fired power stations in 
the Belt and Road initiative.”

Meanwhile, increased Chinese coastal coal has also 
seen more Chinese flag vessels returning to domestic 
trade which, according to brokers, has ameliorated 
the influx of 66 new kamsarmaxes in the first half of 
the year.

China’s appetite for coal has also meant better sales 
for exporters from Colombia, the longest route, 

which has already boosted the demand for capesize 
bulk carriers.

Global stage
While the developed world is switching from coal to 
natural gas, the developing world sees coal as its 
saviour.

India’s seaborne thermal coal imports started the 
year particularly strongly, growing by 27% on year 
to 81m tonnes in January-May supported by utilities’ 
efforts to ensure reliable electricity generation in the 
lead up to the country’s general election.

While imports are expected to ease back seasonally 
over the coming months from pre-election levels, 
Clarksons projects imports to grow by 7% to reach a 
record 182m tonnes in full-year 2019.

Vietnam’s imports according to customs data, have 
grown 128% in the January-April period compared 
with the same period in 2018. Vietnam became a net 
coal importer in 2015 and in 2018, imports grew by 
58% to 22.9m tonnes.

“The coal shipping in the remaining months of 2019 
looks good,” Drewry’s dry bulk analyst Rahul 
Sharan said.

“The annual average global coal trade in 2019 should 
be more than 2018 by 2.2%,” he conceded.

IN OTHER NEWS
Leaving LNG spot pool was ‘tough’ 
call, says GasLog
GASLOG has said that quitting the 
spot-focused Cool Pool has 
already paid off in giving it 
chartering flexibility for more of 
its liquefied natural gas carriers, 
but that it has not grown averse 
to the spot market or indeed 
pooling as a concept.

“Leaving the Cool Pool was a 
tough decision,” said chief 
executive Paul Wogan.

The decision, which saw GasLog 
withdraw its six spot LNG carriers 
from the pool in June and July, 
was taken partly in response to 
pool partner Golar LNG planning 
to spin off its fleet in a new 

spot-focused entity, said Mr 
Wogan in an earnings call with 
analysts.

“But it also coincided with what 
we feel is going to be a stronger 
period in the market and as we’ve 
always talked about, we would 
like to have a large proportion of 
our fleet on longer-term charters,” 
he said.

Owners are their own worst enemies, 
says Precious chief
WITH the Baltic Dry Index 
skyrocketing towards the end of 
June and continuing its gravity-
defying ride, negative sentiment 
has dissipated, resulting in 
shipowners refusing to recycle 
their older ships, according to 

Precious Shipping managing 
director Khalid Hashim.
This has resulted in an overall net 
fleet growth of 1.7% in the first 
half of this year.

“If recycling does not accelerate 
then the BDI will continue to 
fluctuate sharply, solely 
dependent on what the demand 
side does,” the Thailand-based 
dry bulk company head said in its 
second quarter earnings report.

“In other words, shipowners are 
not helping their cause by not 
recycling ships, making the 
recovery in 2019 to 2022 event-
dependent, extremely volatile and 
completely beholden on demand 
continuing to outperform.”
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Trump’s new tariffs decried by ports 
and retailers across the US
US President Donald Trump 
ramped up his trade war with 
China on Thursday, announcing 
that he would impose a 10% 
tariff on a further $300bn in 
Chinese imports, a move that 
was immediately criticised by 
numerous organisations across 
the country.

Mr Trump’s new import taxes, 
which he warned could go “well 
beyond” 25%, will be imposed 
beginning September 1 and they 
include a long list of goods 
expected to include 
smartphones, laptop computers 
and children’s clothing. But they 
also include machinery as well, 
such as port cranes.

The new tariffs will come on top 
of the 25% duty already in place 
on about $250bn worth of 
Chinese goods and they mean 
that virtually all trade with China 
will be subject to new taxes as 
part of the Trump policy of 
making China trade on a level 
playing field.

GoodBulk posts small profit in 
second quarter
DRY bulk carrier owner GoodBulk 
has offloaded one of its last two 
bulkers outside its core capesize 
focus following a second quarter 
that saw the Monaco-based 
owner remain in the black 
despite the travails of the dry 
bulk market.

GoodBulk, which trades on the 
Norwegian over-the-counter 

market, reported a small profit 
for the quarter of $228,000, 
compared with a $3.6m profit for 
the second quarter last year.
Revenues, though, increased by 
43.8% to $47.7m.

GoodBulk’s board declared an 
increased cash dividend of $0.42 
per common share, payable on 
August 19, 2019.

Navy vessel and general cargo ship 
collide in Taiwan Strait
A CHINESE warship and a 
Taiwan-flagged general cargo 
vessel collided in the Taiwan 
Strait, about 19.5 nm southeast 
of Liao Luo Port on Kinmen 
Island, on Wednesday night.

Lloyd’s List Intelligence cited 
the Taiwan Coast Guard 
reporting that an unidentified 
Chinese warship came in 
contact with the 2009-built, 2003 
dwt Yu Tai No 1. After 
establishing contact, a Coast 
Guard vessel confirmed that its 
hull was damaged, but there 
were no safety concerns and the 
crew members were unhurt. The 
vessel was then escorted to Lian 
Luo Port.

Kinmen Island is one of the 
closest islands in the Taiwan 
Strait to mainland China that is 
controlled by Taiwan.

US indicts Chinese billionaire for 
$1.8bn tariff fraud over misdeclared 
aluminium cargoes
THE US Department of Justice, 
prompted by the investigations 
of a disgruntled California 

businessman, has indicted 
Chinese billionaire Liu Zhongtian, 
founder of aluminium giant 
China Zhongwang Holdings Inc, 
for defrauding the US of $1.8bn 
in unpaid tariffs on cargoes of 
misdeclared aluminium shipped 
through the ports of Los Angeles 
and Long Beach.

The unsealing of the indictment 
against Mr Liu came as 
President Donald Trump on 
Thursday threatened to extend 
tariffs to essentially all Chinese 
imports, effective from 
September 1. The threatened 
extension would come on top 
of tariffs already imposed on 
about $250bn worth of imports 
from China as Mr Trump pursues 
his key policy of making China 
trade on a level playing field.

The indictment, reached in 
May but left sealed until July 
31 — possibly for political 
purposes — accuses Mr Liu of 
conspiring to defraud the US 
through a far-flung scheme 
that involved the company’s 
headquarters in Liaoning, 
China, the two San Pedro Bay 
ports and a remote desert 
location in Mexico. The 
indictment alleges that the 
scheme began in 2008 and 
continues to this day.

For classified notices please view the next page.
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