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Shipping and Brexit:
Johnson's prosecco politics
lacks sparkle
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CALL IT THE prosecco politics; as far as Boris Johnson is concerned,
the need to export millions of bottles of sparkling white wine into the
UK each year gives the European Union a massive incentive to offer
Britain favourable terms for withdrawal.

The other commodity often adduced here is German cars. The UK is
the top export market for German motor manufacturers, and the
return of tariffs will surely cost production line jobs in Bavaria.

It therefore follows, the prime minister believes, that the recalcitrant
bureaucrats of Brussels are only bluffing when they appear reticent to
strike a deal that gives him everything he wants.

Sadly, things have yet to pan out that way, although Mr Johnson has
repeatedly expressed confidence that the two sides can reach
agreement prior to October 31. If they do not, Brexit will happen
anyway, on a no-deal basis.

The snappy response is, yes, no-deal Brexit will see the EU lose access
to one export market, but Britain will lose access to 27. Any damage
will be entirely disproportionate, and to Britain’s considerable
disadvantage.

Nevertheless, trade is a two-way street, so perhaps there is a rational
kernel to what Mr Johnson is saying.

DFDS has admitted as much, with the Danish ferry operator yesterday
issuing a profits warningsparked by its significant exposure to trade
with the UK.
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Shares fell sharply on Tuesday morning, after the
company downgraded forecast growth from the
previously advised 10%-12% to somewhere between
6%-8% instead.

“Rising uncertainty about Brexit is contributing to a
considerable slowdown in UK trade as
manufacturers and importers/exporters are
adopting a wait-and-see approach to gain more
visibility,” it added.

In April and May, the imports to the UK handled by
DFDS declined by 8%, outstripping the 4% fall in
British exports.

Stockpiling may boost imports next month and the
month after, as the Brexit date of October 31 looms,
but volumes are expected to fall again in November
and December.

The Brexit-related silver lining here is that the loss
of business has been compensated by payments
from the UK government as a result of the abortive
Brexit back-up ferry contracts fiasco.

In addition, Rotterdam — Europe’s largest port

— handles 40m tonnes of cargo to or from Britain
every year, and has admitted that it will take a hit
after Britain quits the EU.

“The first days after Brexit will for sure bring unrest
and insecurity,” chief executive Allard Castelein told
journalists earlier this year. “We have done
everything to be as well prepared as possible, but
there will always be problems.”

The nightmare scenario is truckers turning up from
all over the Continent without the correct
paperwork, thus guaranteeing serious congestion.
There are contingency plans to convert adjoining
farmland into a lorry park to deal with such a
situation.

Everything is relative, however. Annual throughput
at Rotterdam was 469m tonnes in 2018, so any dent
from decline in trade with the UK will be easily
managed at worst, and probably hardly even
noticeable.

Mike Phillips, head of marine and international

trade at law firm Stephenson Harwood, commented:

“There is no suggestion, among any commentators,
that a no-deal Brexit will result in a blockade, or
anything near it. So it is not unreasonable to expect
trade to continue between the UK and the EU, and
to continue in substantial volumes.”
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With the EU and the UK broadly aligned on
regulatory matters, and with neither side
announcing major plans for immediate and
substantial changes to shipping policy, his
expectation is for a “business as usual” environment
for shipping services across the Channel.

However, the economic outlook is less clear. In
particular, the introduction of tariffs on certain
classes of goods will almost certainly impact
volumes, up or down depending on who is selling
and who is buying.

“These uncertainties create nervousness among
shortsea and port operators. The only remedy for
that is to remove the uncertainty by implementing
Brexit one way or another, deal or no deal.

“Then businesses can get on with the work of
updating their strategies, and implementing that
change without further delay.”

Another senior lawyer, who asked not to be named,
said: “If you are asking whether the EU has as much
skin in the game as the UK, the answer is no, it does
not have as much skin in the game.

“Brexit will be bad news for certain companies, but
not enough to sway the balance or to change the
negotiating stance of the big players.”

No-deal Brexit will complicate the legal basis on
which trade can take place. The prospect here is for
time-limited arrangements to be agreed to prevent
everything falling off a cliff as the two sides struggle
to come up with something more permanent.

“It’s not just who blinks first before 31 October; it’s
who blinks first after 31 October. Contingency plans
won't last forever, so who’s going to feel the pain first?

“There’s some fairly tedious legal stuff out there,
including a European Commission preparedness
notice from last year, that talks about relevant laws
governing shortsea shipping, but doesn’t really take
things very far.”

Finally, he observed, the law of unintended
consequences is bound to kick in at some point. It’s
tempting to believe that a shipping company
engaged entirely in, say, Mediterranean cabotage
needn’t bother taking much notice of what is
happening on the Channel.

Much in the manner of the butterfly in the Amazon
that flaps its wing and causes a storm in the US, as
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made famous by chaos theory, nobody can know in
advance the ultimate consequences of post-Brexit
disruption.

“You have to look at integrated supply chains.
Cabotage in the Mediterranean in relation to what

products? They won’t be intended consequences, but
Brexit could affect all kinds of things.

“Brexit was marketed as an easy process to go
through, and we’ve been disabused of that notion, if
we ever believed it.”

WHAT TO WATCH

LPG sector needs newbuild restraint,

Epic Gas boss warns

OWNERS in the liquefied petroleum gas sector
need to maintain discipline and resist the
temptation to head to the yards as rates rise, if they
are to reap the benefits of increased global demand
and production.

That was the warning issued by Charles Maltby,
chief executive of Epic Gas, the Oslo-listed LPG
carrier that specialises in vessel between 3,500 cu m
to 11,000 cu m vessels.

Mr Maltby spoke to Lloyd’s List after Epic Gas, in
which BW Group is now the largest shareholder,
revealed it suffered a $1.6m net loss in the second
quarter of the year, an improvement from a $2.3m
loss in the same period of 2018.

The market in the second quarter was softer than he
would have hoped for and Epic has struggled to
make a profit in recent times, but Mr Maltby pointed
to strong market fundamentals ahead. Robust
demand, primarily from developing countries in
Southeast Asia, Central America and Africa will
boost trade backed by ever increasing supply of the
product.

Seaborne LPG is set to increase from 99.3m tonnes
in 2018 to 103.3m tonnes by the end of 2019,
according to Drewry.

Developing countries are particularly important for
Epic. Still behind major LPG importers like China
and India, Bangladesh LPG imports grew from
500,000 tonnes in 2017 to 800,000 tonnes.

Epic’s vessels carried over 25% of the last year,
according to Mr Maltby.

What is equally important as demand and what has
enabled more imports in countries like Bangladesh,
is the increased investment in production, primarily
in the US.
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“We are looking at a potential increase of export
capacity at 40 to 50% over the next couple of years
out of North America alone,” Mr Maltby said.

While most of those exports cater to the larger gas
carriers, Epic’s smaller vessels come in handy for the
smaller ports of developing countries, hence why
they are heavily involved in ship to ship transfers.

Clarksons reported by August 1 that there were 75
LPG carriers on the global orderbook. Fourteen of
those are smaller than 5,000 cu m and 14 more are
between 5,000 cu m and 20,000 cu m.

Epic recently acquired four modern Japanese-built
11,000 cu m LPG vessels, pushing its fleet up to 44
vessels. Mr Maltby said the company is always open
to incremental acquisitions, provided that the deal
makes sense.

But he also noted that excessive number of
newbuilds is what has dragged the sector down,
particularly in light of the high ordering activity
between 2014 and 2017.

Rates have been correcting for smaller vessels over
the past 18 months and larger vessels have been
showing improvements over the past six months,
according to Mr Maltby, and the fleet is absorbing
excess capacity.

That could quickly change.

“We have to be extremely careful as a sector not to
order a lot more ships,” he warned.

So far this year, there have been orders for just 19
LPG newbuilds, compared to 45 throughout 2018,
according to Clarksons.

Mr Maltby said that last year there was a flurry of
orders for 5,000 cu m vessels primarily by Japanese
owners.
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“That has highlighted that within two years it is
possible to get new ships on the water and that
would be very bad for the market recovery,” he
said.

Mr Maltby is hopeful that more intense scrapping
will kick in as the fleet gets older and global
regulations that require heavy capital

expenditure- namely the ballast water management
convention- come into full effect this year.

Rates have gone up but scrapping levels in the LPG
sector have remained consistent over the past two to
three years, Mr Maltby pointed out, arguing that
this demonstrates the effect of the ageing fleet and
the heavy capital expenditure are having on owners.

Capital Gas orders seventh LNG carrier
at HHI following new BP charters

CAPITAL Gas, the liquefied natural gas shipping
wing of EvangelosMarinakis’ Capital Group, has
extended its debut series of liquefied natural gas
carriers at Hyundai Heavy Industries.

The Greece-based owner confirmed that it has
exercised another of several options that it has with
the South Korean builder, bringing the series to
seven firm 174,000 cu m X-DF gas injection vessels.

The first two newbuildings are scheduled for
delivery next year, with the five following vessels due
to join the fleet in 2021.

Proceeding with the seventh vessel appears to follow
Capital’s success in covering three ships of the series
with multi-year employment with an oil major.

It is understood that the trio have been taken by BP
for periods that in each case can be extended to up
to 12 years.

The structured deals include initial three-year
periods but are said by one LNG shipping source to
be good for at least seven years.

While no precise rate could be confirmed, sources
put the average daily hire over the charter period in
the mid-$70,000s.

Mr Marinakis’ group has had a lengthy relationship
with BP on the tanker side that will likely have
helped its credibility as a newcomer to LNG shipping.

Although none of its tankers currently appear to be
on time-charter to BP, Capital was once the oil
major’s largest counterparty for time-chartered
tonnage.

Capital Gas was launched last year, placing an initial
order for four firm LNG carriers with options for up
to six more.

Yangzijiang chairman's absence linked
to ‘government investigation’

YANGZIJIANG Shipbuilding has confirmed that its
executive chairman Ren Yuanlin is involved in a
probe by Chinese government, after the company’s
stock plummeted last week amid market
speculations.

The Singapore-listed, China-based shipbuilder said in
an exchange filing on Wednesday that Mr Ren “is
currently assisting in a confidential investigation
carried out by certain People’s Republic of China
governmental authorities”.

He is not, however, “the subject matter of the
investigation”, the privately run company stressed.
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The announcement comes amid swirling rumours
that the 66-year-old shipbuilding veteran was taken
away by Chinese anti-graft investigators in June.

The investigation was said to be relating to a
corruption charge against Liu Jianguo, a former party
secretary of Jingjiang city in Jiangsu province, where
the shipbuilder is headquartered. Mr Liu was also the
chairman of a charity foundation initiated by Mr Ren
in 2012.

Yangzijiang had to request a trading halt last

Thursday, with its share price falling by 20% on that
day, fuelled by the speculation.
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The company said today that Mr Ren had been granted
a leave of absence by the board to focus on the
investigation.

“The intention of the leave of absence is to expedite the
completion of the investigation so that he may resume
his full-time duties with the group as soon as possible.”

Mr Ren’s son, Yangzijiang’s chief executive Ren Letian,
has assumed the chairman’s role during his absence,

according to the filing.

The junior Ren, together with the other directors and

executive officers, or any entity of Yangzijiang were not
the subject matter of the investigation, nor were they
requested by the government to assist the
investigation, the filing added.

“The businesses and operations of the group are
unaffected by the investigation and Mr Ren Yuanlin’s
leave of absence and it is business as usual for the
group’s businesses and operations.”

Following the clarification, the company has
subsequently requested that the Singapore Exchange
lifts the suspension in stock trading.

DSME warns of tough shipbuilding outlook

DAEWOO Shipbuilding & Marine Engineering has
warned of a challenging market outlook, having
posted reduced profits and revenue in the second
quarter this year.

The South Korea shipbuilder, which is currently
controlled by state lender Korea Development Bank,
recorded a net profit of Won145.3bn ($120m) in the
three months, down 29.5% compared with the
year-ago period.

Operating income dropped 15% to Won194.8bn,
while sales fell 7.5% to Won2.1trn.

DSME said in a statement that it expected
headwinds in the second half amid growing
concerns over a flagging global economy. “We were
able to maintain a surplus through cost-cutting
efforts and productivity improvement, but we expect
to have a very difficult time considering the business
environment in the second half.”

The results come as the world shipbuilding markets
have been under pressure this year, affected by weak

freight markets and a lack of owners’ interests to
invest in newbuildings ahead of the 2020 sulphur
rules.

According to Clarksons’ estimates, global
investment in fresh tonnage in January-June
declined 24% from the same period in 2018 to
$29.2bn.

DSME achieved $2.77bn of new orders — consisting
of six liquefied natural gas carriers and seven
tankers — in the six months, hitting only 33.1% of its
2019 annual target.

Nevertheless, the company, which is being sold to
domestic rival Hyundai Heavy Industries, has
managed to trim its debt load by Won684bn and
reduce the debt ratio to 184% as of end-June from
210% at the end of last year.

Earlier this month, it won an order for another
174,000 cu m LNG carrier newbuilding from Maran
Gas Maritime, the liquefied natural gas shipping
arm of the Angelicoussis Shipping Group.

ANALYSIS

Marine market firming across

all classes, says Aon

CAPACITY is contracting and the market firming
across all classes of marine business, according to
broker Aon, with an increasing number of hull
claims coming under insurer scrutiny.

In its quarterly Global Market Insight report, Aon

said shipowners and cruise business were seeing
rate increase of up to 10%, with even higher
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increases for marine cargo, ports and terminals and
logistics classes.

With the exception of shipowners business, Aon said
capacity was tightening across all classes.

The broker said recent large, complex losses for
marine cargo business had increased insurers’ focus
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on the health of their books of business, but a strong
appetite remained for attractive risks.

Most leading insurers have now issued seven days’
notice on war and strikes coverage within their
cargo policies amid continuing tensions in the
Middle East Gulf, Aon said.

For stock throughput cover, a specialism of the
London market, Aon said conditions were becoming
more challenging on the back of losses, with some
Lloyd’s syndicates withdrawing from the class.

For ports and terminals business, Aon said the
London market was still in a state of flux, with
catastrophe-exposed risks experiencing pricing
increases.

Aon said the international market remains
competitive for ports and terminals risks, adding it
is “a good time to take advantage of opportunistic
pricing”.

It noted that reinsurance capacity remained ample
across most marine classes but was showing signs of
tightening for cargo and logistics business.

The report also highlighted upward rate movement
in several other specialty classes.

In the energy market, Aon said premium rates had
started to move upwards for the first time in a
decade on the back of declining insurer
performance, with double-digit increases for
upstream, downstream and midstream risks.

For construction business, Aon said insurers were
now increasingly seeking rate adequacy following
record-breaking losses in 2017 and 2018, although
reinsurance capacity remains plentiful.

Pricing also continues to trend up for financial
institutions business, with a significant increase
in claims notifications. Regulatory activity and
securities class actions has driven an uptick

in directors’ and officers’ liability claims
notifications.

While D&O cover was traditionally purchased on a
standalone basis, Aon said there is a high demand
for new and innovative programme structures at
present.

Managing the broad scope of war risk

War risks can range across several different covers
and both shipowners and underwriters need to
ensure they are not unwittingly exposed argues
Standard Club Asia’s regional claims director
Rupert Banks.

RECENT events in the Middle East Gulf have shone
a spotlight on marine war risks insurance, a cover
routinely taken out by ship—owners but one that
rarely needs to be accessed.

Arguably not since the Iran-Iraq war of the 1980s,
during which many merchant ships, principally
tankers, were subject to attack, has cover for marine
war risks attained such relevance.

Shipowners face several different exposures when
trading a ship to areas that are subject to war risks.
Not only is there a risk of physical damage to their
ship from war, weapons of war, terrorists and others
but their ship may also be seized, detained or
otherwise blocked or trapped with no prospect of
ever recovering it.

A ship may be off-hire, payment of freight may be
withheld and a shipowner will incur running costs
while its ship is unable to trade because of war risks.
The owner may also incur third-party liabilities for
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injury or death of members of the crew, loss of or
damage to cargo and potentially even pollution or
wreck removal.

There are various common war risks insurances that
address these exposures. War risks, in the context of
marine insurance, connotes perils such as war, civil
war, revolution, rebellion, insurrection, hostile acts
by or against belligerent powers, capture, seizure,
restraint or detainment, mines, torpedoes, bombs or
other weapons of war. It can also include perils not
ordinarily associated with a time of war such as
terrorism, confiscation, expropriation and, in some
contexts, piracy.

Cover for these marine war risks is offered by
several insurers, the most common being hull and
machinery underwriters, specialist market war risks
underwriters or by one of the various mutual war
risks associations. Protection and indemnity clubs
and other specialist underwriters also provide
limited war risks cover in respect of certain
interests.

H&M war risks

Physical loss of or damage to a ship is naturally one
of the principal hazards faced by a shipowner whose
ship is exposed to war risks and is generally insured
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on the terms of the Institute War & Strikes Clauses
Hulls-Time, the Nordic Plan or pursuant a mutual
war risks association’s rules.

In the event of loss of a ship as a result of detention
by way of capture, seizure, detainment or other
restraint-type risks then, for the purposes of
ascertaining whether the ship is an actual or
constructive total loss, a shipowner is usually
deemed to have been deprived of possession of their
ship without any likelihood of recovery where they
lose the free use of their ship for a continuous
period, usually either six or 12 months.

Cover for increased value, hull disbursements, loss
of freight and other interests can also usually be
included within the scope of this cover.

If a ship that is under charter is physically damaged as
a result of war risks or if it is blocked, trapped or
otherwise restrained by a state power, it will very
often be the case that the charterer will be under no
obligation to pay hire to the owner for the period in
which the ship is unable to trade. War loss of hire
insurance can mitigate this risk and will usually form
part of the same war risks policy covering H&M war
risks. In addition to physical damage to or loss of their
asset, a shipowner may also be exposed to third-party
P&I liabilities arising from war risks. Crew may be
injured or killed or the ship may damage third-party
property such as berths or wharves.

While the standard international pollution and
wreck removal conventions exempt a shipowner
from liability for pollution or wreck removal arising
from war, a shipowner can often still be exposed to
headline P&I liabilities such as these depending on
the jurisdiction in question. Cover for P&I war risks
such as these is usually included in the same policy
covering H&M war risks, with cover ordinarily
responding up to the insured value of the ship.

Additional war cover for ordinary P&I risks, in

excess of the amount recoverable under the primary
P&I war policy or $100m, whichever is the greater, is
provided by P&I clubs that are members of the
International Group of P&I Clubs, up to a limit of
$500m, providing shipowners with added protection
in the event of a major casualty where the limit of
the primary P&I war cover might be exhausted.

Where a shipowner’s P&I club also provides a
member with extended P&I covers beyond ordinary
P&I risks, individual clubs will also usually provide
war risks cover for such extended P&I liabilities,
either on an excess basis or sometimes from the
ground up.

Like other war risks insurances, cover for P&I war
risks will exclude P&I liabilities arising from the use
of chemical, biological, biochemical or
electromagnetic weapons or from cyber risks. The
International Group member clubs provide a limited
buyback (to shipowners only) up to a limit of $30m
in respect of liabilities to crew, as well as sue and
labour expenses where the liability arises out of the
use of one of these excluded weapons or from cyber
risks.

Delay

A shipowner will also incur running costs while its
ship is delayed as a result of war risks and may lose
hire where its ship is delayed but not physically
damaged. A few specialist mutual and market
underwriters offer cover to respond to this risk
providing shipowners with much-needed balance
sheet protection.

In light of the ongoing events in the Middle East
Gulf, it has never been more important for
shipowners trading to consult with the market to
ensure their war risks placement provides the right
protection that they need.

Rupert Banks is regional claims director of the
Standard Club Asia

OPINION

Finalists announced for Lloyd's List

Americas Awards

The Lloyd’s List Americas Awards and
Future Fuels Forum, a unique event
recognising shipping excellence and
examining the opportunities and challenges
that new fuels will bring to the industry in
the coming decades

Lloyd's List | Daily Briefing Thursday 15th August

A US state government is among the finalists in the
first of this year’s Lloyd’s List awards programme
which is acknowledging and promoting shipping’s
commitment to decarbonisation.

The north-western state of Washington has been
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shortlisted in the Excellence in Decarbonisation
Towards 2050 category of the Americas Awards, for
its Washington Maritime Blue initiative. The
initiative’s targets include electrification of vessels
and shore-side operations, reduced emissions,
operational efficiency, R&D, entrepreneurship,
investment and workforce development.

The theme of Lloyd’s List’s worldwide series of
Excellence in Shipping awards in 2019 is to
encourage and reward the industry’s commitment to
the IMO’s 2050 GHG reduction strategy.

Another US state entity has been shortlisted — in
the Excellence in Environmental Management
category. The not-for-profit Alaska Maritime
Prevention & Response Network, based in
Anchorage, represents owners and operators and
focuses on reducing the risk of marine casualties
and oil spills.

The Lifetime Achievement award has already been
announced. Kathy Metcalf, President and Chief
Executive of the Chamber of Shipping of America,
was selected by judges who applauded her career
spanning both sea and shore-time, regulatory and
policy issues, government and industry.

She will receive the award at the Lloyd’s List
Americas Awards and Future Fuels Forum, a unique
event recognising shipping excellence and
examining the opportunities and challenges that
new fuels will bring to the industry in the coming
decades.

A panel of experts from vessel operations,
classification, legal, and technology will address the
risks still in play in fuelling the shipping industry
post-2020 and whether the decarbonisation pathway
is fact or fantasy.

The full list if the finalists is:

Deal of the Year
Blank Rome
Seward & Kissel
YieldStreet

Excellence in Data and Technology
Innovation

American Bureau of Shipping
FUELTRAX

ioCurrents

Nautilus Labs
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TMS (Total Marine Solutions)
Veson Nautical

LISCR, Liberian Registry
FreightFlows

Excellence in Decarbonisation towards 2050
ABB

CMA CGM

Seacor Marine holdings

State of Washington

Excellence in Environmental Management
Alaska Maritime Prevention & Response Network
American Bureau of Shipping

APL

Ecochlor

NAMEPA with LISCR and ProSea

Excellence in Future Fuels Solutions
CMA CGM

HJA Solutions

Wartsila

Excellence in Maritime Law

Blank Rome

Corpus Christi International Seamen’s Center
Higgs & Johnson

Holland & Knight

ParrisWhittaker

Promare

Reed Smith

Excellence in Port Management and
Infrastructure

Ferrini Container

Portonave S/A - TerminaisPortuarios de Navegantes
The Port of Virginia

Excellence in Safety & Training

American Bureau of Shipping

NAMEPA with LISCR and ProSea

Portonave S/A - TerminaisPortuarios de Navegantes
Shell Trading (US) Company

Excellence in Supply Chain Management and
Innovation

CMA CGM

FreightFlows

NYSHEX

The winners will be announced at our afternoon
event on 25 September at the JW Marriott Houston

Downtown.

Book here to attend: http://bit.ly/2yMsTYg
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MARKETS

Global uncertainties continue to
weigh on ocean freight markets

BOLLORE Logistics has reported slightly higher
ocean freight volumes in the second quarter of the
year compared with the previous quarter, but the
period provided further evidence of the steady
slowdown in activity in the freight forwarding sector
that risks continuing into 2020.

“Maritime rose by around 3%, [but was]
considerably lower than the 5%-8% levels of recent
years,” the French forwarding and logistics group
noted in its latest market report.

“A sag in sea freight has accentuated since late last
year, causing earlier forecasts for 2019 to be scaled
back. Full-year estimates have been reduced from as
high as 4% down to 2.5% in maritime.”

The report highlighted the “global uncertainties,”
affecting freight markets: US-China trade tensions
that risk spreading to Europe; the perceived
unpredictability of future moves by Washington;
lower economic growth China; the risk of conflict in
the Middle East Gulf and disruption to oil shipping;
the still unresolved conditions of Brexit’ and
lingering worries of a US economic downturn.

Bolloré Logistics’ sea freight procurement director
Anne-Sophie Fribourg said: “There’s a lot of doubt,
and it’s having serious effects on exporting —
especially in and out of Asia.

“Many exporters concerned about the impact of
US-China trade tensions advanced deliveries to head

off threatened deadlines earlier this year. The result
is that stocks may now be full enough for exporters
to wait until the situation becomes clearer before
increasing volumes.”

She highlighted “additional unknowns” surrounding
the looming rate increases linked to new
environmental regulations to reduce sulphur
emissions next year.

“At this point, nobody knows how much of the
$60bn cost to shipping companies investing in
cleaner technologies will be passed on to clients,” Ms
Fribourg noted. “That lack of transparency increases
the tendency of exporters to wait until details are
known before making decisions for the future.”

In order to offset flagging volumes, ocean carriers
have begun reducing capacity through blank sailings
to maintain rates.

That sluggishness may not be over soon, the report
warned, underlining that rebounds during slower
years have often come with peak season surges in
mid- to late-summer. However, this year the “boost”
has yet to materialise.

“We're seeing very little peak season activity, which
is not a very good sign for the months to come,” Ms
Fribourg revealed. “Without that kind of catalyst,
there’s concern this soft spell may extend into next
year.”

US delays new 10% China import tariffs

on key consumer goods

THE Trump administration has agreed to delay
planned new 10% tariffs until December 15 on
certain consumer product imports from China in
which China supplies more than 75% of total US
imports, following feedback from US businesses and
renewed talks with Chinese trade negotiators.

The new 10% import duties on around half of the
$300bn of Chinese import products are still
scheduled to take effect on September 1, however.

The United States Trade Representative yesterday
announced “the next steps in the process of imposing

Lloyd's List | Daily Briefing Thursday 15th August

an additional tariff of 10% on approximately $300bn
of Chinese imports”, noting that “certain products
are being removed from the tariff list based on
health, safety, national security and other factors and
will not face additional tariffs of 10%”.

It added: “Further, as part of USTR’s public
comment and hearing process, it was determined
that the tariff should be delayed to December 15 for
certain articles. Products in this group include, for
example, cell phones, laptop computers, video game
consoles, certain toys, computer monitors, and
certain items of footwear and clothing.”
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USTR said it intended to conduct an exclusion
process for products subject to the additional tariff,
and “will publish in the Federal Register as soon as
possible additional details and lists of the tariff lines
affected by this announcement”.

US business and trade organisations generally
welcomed the move.

“While we are still reviewing the details, we are
pleased the administration is delaying some tariffs
ahead of the holiday season and acknowledging the
impact on American consumers,” said National
Retail Federation vice-president David French.
“Still, uncertainty for US businesses continues, and
tariffs taking effect September 1 will result in higher
costs for American families and slow the US
economy.

“During this delay period, we urge the
administration to develop an effective strategy to
address China’s unfair trade practices by working
with our allies instead of using unilateral tariffs that
cost American jobs and hurt consumers.”

A trade group representative told Reuters that USTR
had said that it opted to delay tariffs on items where

China supplies more than 75% of total US imports,
while product categories where China supplies less
than 75% will still face tariffs on 1 September.

According to US Census data, China supplied 82% of
US cell phones and 94.5% of US laptops in 2018,
Reuters noted.

Based on a Reuters analysis, the delay could extend
to about half of the $300bn list of remaining
Chinese imports. Chinese imports subject to the
tariffs on December 15 totalled about $156bn last
year, according US Census bureau data.

While most retailers would have stocked their
holiday merchandise before the September deadline,
some might have faced the tariffs for fill-in orders
late in the holiday shopping season, it highlighted.

Meanwhile, freight analysts have also been
downgrading their expectations for growth this year,
partly as a result of the US-China trade dispute.

Mr Trump took to Twitter this week to write: “As
usual, China said they were going to be buying ‘big’
from our great American farmers. So far they have
not done what they said. Maybe this will be different.”

Cosco’s Belt and Road ambitions
hinge on Mediterranean terminals

SINCE it first took on a 35-year concession to run
two of Pireaus’ container terminals in 2009, Cosco
has driven up the Greek port to second place in the
Mediterranean rankings.

In 2016, Cosco expanded its grip on Piraeus with the
acquisition of a 51% stake in the Piraeus Port
Authority and according to Lloyd’s List’s Top 100
Container Ports report, now sits behind only
Valencia in the region. In 2018, Piraeus handled just
shy of 5m teu, up by one fifth from the year before,
and placing it at 32 in the global rankings.

Unctad’s Port Liner Shipping Connectivity Index
number of Piraeus in the second quarter of 2019 was
63, up from 32 ten years ago, putting the port in
21st place, up from 49th in 2009.

Due to its geographical position within the
Mediterranean area, and its proximity to the Suez
Canal, Piraeus is considered a key link for the Belt
and Road Initiative, which aims to boost trade
between the Chinese and European markets.

Lloyd's List | Daily Briefing Thursday 15th August

Piraeus is also an important transhipment hub for
intra-European shortsea services in northern
European and Black Sea markets.

In its Containership Databank, MDS Transmodal
records 55 direct services scheduled to call at
Piraeus in the third quarter of this year, up from just
26 in 2009.

While the majority of these loops serve the intra-
European market (six connecting the Mediterranean
with the northern European ports) and the Asia-
Europe market, there are also two services operating
on the transatlantic trade lane calling at US east
coast ports.

In July 2019, Hapag-Lloyd announced the launch of
a new service between India and Europe with
Piraeus being the only call in the Mediterranean.

Hapag-Lloyd chief operating officer Maximilian

Rothkopf said the service, which will start late in
October this year, was offered to address its
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customers’ growing needs in the Indian and
Bangladeshi markets.

This service, however, remains unique. Based on the
latest MDST Containership Databank, only one
other fully cellular service connects the two areas
directly (CMA CGM/Hapag-Lloyd: NEMO/EAX),
which is offered on the North Europe-Australia
service calling at Chennai westbound.

Hitting the rocks

Cosco’s plans to develop the port and surrounding
area, however, have been challenged recently by
Greece’s Central Archaeological Council and
Museums (KAS), which has rejected the Piraeus
Port Authority’s plan, halting any form of
construction activity.

KAS has stopped the development of a shopping mall,
floating ship repair dock and a luxury hotel, saying
that they would affect local archaeological sites.

But Cosco will have no doubt welcomed the election
of the New Democracy government of Kyriakos
Mitsotakis, which is looking to boost investment in
Greek ports.

The Mitsotakis government has identified ports as
drivers of economic recovery for Greece and wants
to mobilise funding, modernise infrastructure and
simply bureaucracy for the sector.

The government has already encouraged the Piraeus
Port Authority to finalise its €612m investment plan
and resubmit it to planning authorities.

Cosco is expected to resubmit its masterplan to the
government, stressing the need for additional
investments in order to achieve the port’s full
potential.

While the discussions between Cosco and the Greek
authorities continue to try to define the fate of the
investments in the port of Piraeus, China is keeping
busy engaging in talks with other potential partners
in the Mediterranean.

In March, 29 deals were signed in Rome during
the state visit of the Chinese president Xi Jinping.
All these deals were grouped in an overall
memorandum of understanding for Italy to
cooperate with China in the Belt & Road Initiative.

The beneficiary ports from the MoU are Genoa and
Trieste, which signed commercial agreements with
China Communication Construction Co, a state-
owned enterprise. These ports, both well located and
with expanding cargo rail connections with central
and northern Europe, could become key locations
for the Chinese strategy.

If the delays in Greece continue, China could decide
to press on with its review of its Mediterranean port
investment plans and intensify its attention towards
other Mediterranean ports. Potentially the most
suitable candidates for Chinese investment could be
French and Spanish ports both offering excellent
and fast rail and road connections to the rest of
Europe.

Asia-Europe blankings failing to raise rates

CAPACITY adjustments on the Asia-Europe trade
lane have yet to pull up rates, according to new
analysis from Alphaliner.

Shanghai Containerised Freight Index spot rates
from China to northern Europe stood at just $810
per teu last week, down 19% since the beginning of
the year and 15% below last year’s comparable rate.

“Carriers have struggled to raise rates on the route
this year due to the introduction of new megamax
vessel capacity on the route, notably from the
addition of one additional string by the Ocean
Alliance in April this year,” Alphaliner said.

Blanked sailings had yet to help raise rates, it added.

According to Alphaliner figures, a total 42 sailings
have been blanked in the first three quarters of this
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year, compared with 16 void sailings in the same
period last year.

The news comes despite Hyundai Merchant Marine’s
decision to remove 4,900 teu per week with the
closure of its AEX service, which utilised 5,000 teu
ships for its sole Asia-Europe service.

Instead, HMM will take slots from its future The
Alliance partners. HMM is due to become a full
member of The Alliance from next April.

“This move allows HMM to offer 10 North Europe-
Far East loops as its existing 2M+H strategic co-
operation agreement with the 2M alliance of Maersk
and Mediterranean Shipping Co will be maintained
until its expiry at 31 March 2020,” Alphaliner said.

The closure of the AEX service will mean that HMM
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will have no ships of its own operating on the Asia-
Europe trade lane until next April, when it will

23,000 teu.

introduce its 12 23,000 teunewbuildings into The

Alliance services.

Despite the overcapacity difficulties already faced on

was going ahead with an order for up to 11 ships of

As these can only be deployed between Asia and
Europe, when delivered they will add another

the Asia-Europe trade, Evergreen today confirmed it

250,000 teu of capacity to the trade.

IN OTHER NEWS

Evergreen confirms $1.8bn
supersized boxship orders
EVERGREEN Marine has
announced an $1.8bn plan to
expand its fleet with up to 11 new
ultra large containerships.

The Taipei-listed carrier said in
exchange filings that it was
seeking five to six 23,000
teunewbuildings via direct
ordering at yards for a maximum
of $960m and another four to five
units of the same type through
chartering for $800m in total.

These are the largest boxships in
the market and typically can only
be deployed on the Asia-Europe
trade lanes.

Evergreen said the fleet renewal
scheme had gained board
approval although the
shipbuilding and chartering
contracts had yet to be signed.

One senior executive from a
major shipyard under the wings
of China State Shipbuilding Corp
said the Taiwanese shipping line
was still in talks with the builders.

Rystad Energy forecasts emerging
global FPSO boom

GLOBAL floating production,
storage and offloading vessel
operators, with some top Asian
names such as Yinson Holdings
and Modec among them, are set
to benefit from an emerging
global boom, according to Rystad
Energy.

The global FPSO market is
headed for a major renaissance
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with as many as 24 awards
expected by 2020, driven to a
great degree by Brazil, but
followed by Asia, the energy
consultancy said.

South America has 12 sanctioned
FPSO projects planned by the
end of 2020, and Brazil alone is
set to award seven more projects
in 2020. This is followed
somewhat distantly by Asia with
four, Europe and Africa with three
each, and two more in Australia.

Brazil will make up more than
one third of the awards
anticipated globally in 2019 and
2020. The seven projects already
confirmed this year collectively
represent production capacities
of more than 700,000 barrels per
day of oil and about 60m cu m
per day of gas.

HMM remains in the red amid
‘obstructed’ market recovery
HYUNDAI Merchant Marine
remained in the red for the
second quarter this year, albeit
with narrowed losses.

The South Korean carrier
reported an operating loss of
Won112.9bn ($93m) in the three
months, versus Won199.8bn
during the same period of last
year.

The result pushed the company's
first half operating losses to
Won218.5bn, compared to the
year-ago deficits of Won369.9bn.

HMM attributed the improvement
to better cost structure,

rationalised service network and
enhanced operation efficiency.

There were still challenges,
however.

“The recovery of the market
situation in the second quarter of
2019 has been obstructed by
continued uncertainty
surrounding the US-China trade
conflict, oversupplied market,
and escalating tension in the
Middle East,” the company said
in a statement.

MISC benefits from improved tanker
earnings as first-half profit jumps
44%

MALAYSIA'S MISC has managed
to ride the currents in the tanker
markets well in the first half, with
both its petroleum tanker and
liquefied natural gas carrier
businesses posting good results
and contributing to an overall
44% rise in net profit for the
group to RM910.3m (§217.3m).

Group revenue rose 6.6% to
RM4.44bn compared with
RM4.16bn previously.

Petroleum tanker earnings were
considerably better than in the
previous year due to market
rebalancing after a high level of
scrapping in 2018, supported by
long-haul crude trade growth,
MISC said in an exchange filing.

Segment revenue rose 9.2% to
RM2.17bn mainly due to higher
freight rates. This resulted in the
business turning to an operating
profit of RM168.0m from a loss of
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RM93.6m previously, while lower
bunker costs and vessel
depreciation costs from lower
number of vessels in operation
also boosted the performance.

However, MISC warned that
continued Organisation of the
Petroleum Exporting Countries-
led oil production cuts,
geopolitical risk in Iran and the
recent tanker attacks in the Strait
of Hormuz may affect shipping
volumes in the shorter term.

Norden drops full-year guidance for
bulk operator unit

NORDEN has increased its full-
year expectations for its tankers
unit while dropping its estimate
for its dry operator unit amid
what it described as market
challenges.

The dry operator unit generated
“disappointing” results in the
second quarter based on “few
attractive trading opportunities,”
the Copenhagen-based company
said in a statement.

It has thus lowered its 2019
guidance by $15m to a profit
range between $0 to $10m,
despite expectations of better
trading results in the second half
of the year. The unit reported an
adjusted loss of $6m in the April
to June period.

The company has positioned its
vessels to capitalise on what it
expects to be “significant
regional opportunities,” it said,
without elaborating.

The dry owner unit slipped into a
loss of $2m in the second quarter
from a profit of $3m a year
earlier. While the result was
negatively impacted by a one-off
increase in financial expenses of
$1m from debt refinancing of
some of its owned vessels, it had
a profit boost of $3m from the
sale of vessels.
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Epic Gas reduces losses in second
quarter on improved markets

EPIC Gas, a Singapore-based
liquefied petroleum gas shipping
company, has trimmed its deficit
for the second quarter amid
improved market conditions.

The Oslo Merkur-listed company
recorded net losses of $1.6m in
April-June, compared with net
losses of $2.3m in the same
period of 2018.

Revenue rose 11% to $40.6m. The
company's fleet achieved time
charter equivalent earnings of
$9,454 per calendar day, up by
4% year on year.

“The first six months of 2019
have been transformational for
Epic Gas, with a successful
capital raise, a 21% increase in
fleet capacity with the
acquisition of four new ships and
chartering in of another, and the
strategic investment by BW
Group,” chief executive Charles
Maltby said.

“These actions allow us to
continue to reinforce the strong
platform Epic has developed in
recent years and position us well
for the expected tightening of
global LPG shipping capacity.”

RCL cuts costs and raises liftings in
second quarter to return to profit
REGIONAL container line RCL saw
liftings rise 11% to 52,755 teu in
the second quarter, which helped
return the Thailand-based carrier
to a Baht11.4m ($0.37m) net profit
from a net loss of Baht43.1m in
the same quarter of 2018.

The better traffic — despite
increasing challenges in the
shipping industry during the
period — resulted in RCL pushing
total revenue 3.3% higher to
Baht4.30bn during the period
while better cost control helped
to boost earnings.

RCL noted that in the second
quarter, the trade environment
worsened with “no significant
and sustainable improvement in
freight rates”.

Meanwhile, market uncertainties
such as volatile bunker prices,
impending International Maritime
Organization 2020 regulations,
and the trade war resulted in a
9.7% rise in bunker costs. Against
this backdrop, RCL made
significant efforts to improve
internal efficiency.

Mallory Alexander launches dedicated
project cargo unit

MALLORY Alexander
International Logistics has
launched a dedicated project
cargo division, headed by project
and heavylift veteran Michael
Confessore.

Mr Confessore, who has a
background in engineering and
23 years' industry experience,
has previously managed a range
of heavylift and breakbulk
projects in the oil, gas, and
energy sectors.

While the US logistics outfit has
always handled project cargoes,
the new division is designed to
offer customers dedicated
solutions and support for the first
time.

Services will include complete
global transportation and
logistics planning, using heavy
haul trucking, ocean
transportation including ro-ro,
breakbulk and charters, air
charters, barging, rail and crane,
and rigging moves.

PSA invests in Bangkok river terminal
SINGAPORE'S PSA is expanding
its footprint in Thailand by
investing in a Bangkok river
terminal as part of joint venture
to develop supply chain
opportunities in the region.
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The port operator said its Thai operation of the Thai Prosperity up a joint venture company in

unit PSA Thailand and SCG Terminal in Bangkok. Thailand called SCG-PSA Holdings
Logistics Management are and will rebrand the facility as
investing in the development and The two parties have agreed to set  Thai Connectivity Terminal.

Classified notices

Lloyd’s List B,e '
Maritime intelligence | informa

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

Lloyd's List | Daily Briefing Thursday 15th August Page 14



=

Lloyd 5 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 ALS 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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