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Gibraltar orders release
of Iranian tanker

o

THE IRANIAN TANKER seized by authorities in Gibraltar in an
operation backed by British Royal Marines is to be released, despite a
last-minute move by the US.

The detention of Grace 1, which was stopped on July 4 on suspicion of
carrying Iranian oil in contravention of European Union sanctions,
triggered a standoff with Tehran.

The US Justice Department was reported to have made an attempt on
Thursday to block the vessel being released.

However, Gibraltar’s supreme court ruled it could be released after the
government received formal written assurances from Iran that the ship
would not discharge its cargo in Syria.

“In light of the assurances we have received, there are no longer any
reasonable grounds for the continued legal detention of the Grace 1 in
order to ensure compliance with the EU Sanctions Regulation,”
Gibraltar’s chief minister Fabian Picardo said in a statement.

“With effect from today, I have therefore revoked the specification of
the vessel.”

The crew of 24 Indians has also been released, the Indian High
Commission in London confirmed.

Gibraltar’s attorney general spent most of Thursday considering a US

Department of Justice application to detain the ship, before ruling that
the vessel could be released.
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The British territory’s government had been
maintaining since Tuesday that it was seeking to
“de-escalate” tensions over Grace 1, after holding
meetings and exchanging a series of documents with
Iran in recent days.

The resolution could herald a breakthrough in the
case of Stena Impero, the Gibraltar-flagged
product tanker which was taken by the Islamic
Revolutionary Guard Corps in the Strait of
Hormuz on July 19 in retaliation for the detention
of Grace 1.

The Grace 1, a very large crude carrier, was
impounded on July 4 in a high-profile interdiction as
it entered Gibraltar’s territorial waters to pick up
supplies.

The tanker and its cargo of 2m barrels of Iranian
crude were destined for a Syrian refinery in Baniyas,
in breach of European Union sanctions, the
Gibraltar government said in a statement at the
time.

The initial detention was later extended by the local
supreme court until August 18, with the case set for
a review today.

On August 5, Iran had asked for the vessel’s
detention to be revoked and over the following days
provided an undertaking that the ship would sail
anywhere subject to EU sanctions.

“I received written assurance from the Republic of
Iran that, if released, the destination of Grace 1
would not be an entity that is subject to European
Union sanctions,” Mr Ricardo said.

“This is an important material change in the

destination of the vessel and the beneficiary of its
cargo.

Iran has reflagged the vessel under the Iranian flag
and reinsured the vessel, which now appears to be
owned by the country’s national oil company, the
chief minister said.

Flag state Panama and classification society Lloyd’s
Register had revoked Grace 1 registrations on May
30 on the basis of its Iranian cargo and connections.

The Gibraltar government confirmed that the US
Department of Justice had made “a number of
allegations that are now being considered” in order
to seize the Grace 1.

But it was immediately unclear how these would
be dealt with and whether they would prevent the
vessel leaving Gibraltar waters in coming hours.

The US bid to further detain the tanker was a matter
for independent Mutual Legal Assistance
authorities, Mr Ricardo said.

These would make “an objective, legal
determination of that request for separate
proceedings,” he added.

The end of the dispute was welcomed by Erik
Hanell, the president and chief executive of Stena
Bulk the owner of the Stena Impero.

“Our concerns and priority remain with the welfare
of our valued seafarers on board the Stena Impero
and the release of crew and ship, detained since July
19,” he said in a statement. “Any event which
contributes in any way to this objective must be
viewed as positive.”

WHAT TO WATCH

Maersk chief says trade war

threatens global growth

TRADE tensions could knock up to one percentage
point from global trade growth in the next 12
months if planned increases in tariffs by the US and
China are implemented, according to Maersk chief
executive Sgren Skou.

Citing the International Monetary Fund, Mr Skou

said any escalation “could cause the global economy
to slow further”.
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Speaking to analysts following the release of the
carrier’s second-quarter results, he added: “That, of
course, would be negative for us.”

Nevertheless, Mr Skou said the drag from tariffs on
US imports from China had been less than expected,
and while US imports from China were down by 7% in
the first half of the year, transpacific trade overall had
grown by 1% and total imports to the US rose by 2.5%.
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The impact of tariffs was being moderated by a
number of factors, Mr Skou said.

“The most important one is that consumer spending
is what drives demand in our industry,” he said.
“Consumer spending remains fairly robust in the
US, supported by good labour markets and high
consumer confidence.”

Additionally, goods affected by tariffs in the US
represented only 4% of the US consumer spending
basket.

“We also see mitigation from exchange rates,” Mr
Skou said. “A stronger dollar against the Chinese
renminbi reduces the impact of tariffs against
imported goods and the renminbi has weakened
more than 10% against the US dollar since 2018.”

Both Chinese exporters and US importers had
absorbed some of the tariff costs through lower
margins, he added.

As he pointed out in an interview with Lloyd’s List in
July, sourcing patterns were also changing.

“Imports of goods to the US from outside of China
have increased, growing at close to double digits in
the first half,” Mr Skou told analysts. “New sourcing
locations often container higher freight rates and
open up new opportunities for us to sell logistics
services.”

There was also anecdotal evidence that tariffs were
being circumvented to some extent by shipping
goods out of China to other destinations in Asia and
then sending them on to the US.

Nevertheless, the impact of the tariff hike to 25% on
the first $250bn which was introduced in April and
the latest 10% on an additional $300bn of imports
remained uncertain, “not least because it appears to
have been modified again this week”, he said.

On the upside, however, Mr Skou said that while it
was understandable that the focus was on US-China
trade tensions, trade liberalisation efforts were being
made elsewhere.

“World Trade Organisation data indicates that trade
flows that are subject to liberalisation are about
three times higher now than before the start of the
trade tensions,” he said. “Over time these measures
will help mitigate the negative trade impacts form
the US-China trade tensions.”

While Maersk did not believe that tariffs were good
for the global economy, the impact of the current
China-US spat had been quite manageable, he said.

“Overall global container trade has increased at
around 2% in the first half of 2019, putting it right in
the middle of the 1%-3% rate that we laid out in our
guidance at the start of the year,” he said.
“European-related trade, where we are most
exposed, has seen strong volume growth in the first
half of around 5%, in part because of trade diversion
resulting from the US-China trade tensions.”

But while Maersk was able to make improvements in
its operating result in the second quarter, other
carriers are making heavier weather of the trade
war.

Yesterday, Hyundai Merchant Marine noted that
“the recovery of the market situation in the second
quarter of 2019 has been obstructed by continued
uncertainty surrounding the US-China trade
conflict”.

Moreover, the strong consumer confidence that Mr
Skou noted may not be there for the long term.

Reports indicate that Germany, the driver of
European economic growth, faces recession, and
yesterday’s inversion of the bond yield is also widely
regarded as a bad omen ahead of recession.

OPINION

Viewpoint: The happy seafarer

THE “Seafarers’ Happiness Index”, conceived by
Steven Jones and taken up by the Mission to
Seafarers and the Shipowners’ P&I Club is
something we all ought to applaud, even though
happiness is supposed to be a relative state of
mind and somewhat personal, writes Michael
Grey.
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I can just about understand why, in its latest survey,
it was found that seafarers on cruiseships and ferries
are less happy than those on other types of vessel. I
suppose you have to have a certain stoicism to cope
with the unreasonable demands of passengers and
the permanent urgency of a ferry crossing, which
tends to lack a beginning and an end of the voyage.
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It was interesting to see that people who worked on
dredgers seemed to be the happiest of all. I once
spent a few days on a sand sucker and it was a
fascinating combination of precision navigation,
high technology and bashing mud-smeared
ironmongery with enormous hammers. There was a
lot to be happy about. In addition, you are fairly
unlikely to go deepsea, which might be thought of as
an advantage, never being outside mobile phone
range. I read some time ago that the Dutch dredging
sector is the best paid and never has any trouble in
finding recruits.

You might wonder whether it is altogether realistic
to aggregate the individual responses of the happy
or unhappy seafarers into industry sectors, as
happiness is surely dependent upon life on an
individual ship, and that lived by individuals.

The happiness index itself is a useful gauge in
general terms, although it seems to drill down into
somewhat narrow segments, as to whether you have
decent communications and get paid and relieved on
time. The importance of the “ship-shore gulf”, which
seems as wide as ever, was emphasised and that isn’t
exactly revelatory.

Do people still talk about a “happy ship”? It is surely
a factor of many things, such as the behaviour of the
senior officers, whether shipmates actually get on
with each other and the personality of individuals.
Curiously, it didn’t seem to have much to do with the
age or condition of the ship, or the luxury or
otherwise of the accommodation, although the skills
of the cook contributed. There were plenty of
instances of a ship’s company thriving in adversity,
which was once again a matter of personalities and,
dare I mention it, a certain amount of leadership.

I can also see that present conditions can be quite
challenging, with multi-national crewing and
ridiculously small numbers of people rattling around
in big ships. How do you ever make friends if you
cannot communicate anything other than in
“toolbox talks”, helm orders or asking somebody in
sign language to pass the salt in the messroom?
Could you describe that as a happy existence, month
in, month out? And if you never ever even get
ashore, because shore leave is prohibited, or there is
never any time, that won’t make you a bundle of joy,
either.
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It would be interesting to see whether the
happiness of those afloat is in fact any better or
worse than that of people in other jobs. People in
what we call the “caring professions”, such as
health workers, never seem to stop complaining.
Indeed, when my wife went to a medical specialist
just last week he asked her specifically to complain
on his behalf to the “useless” health trust he was
working for.

Teachers, airline staff, people in the retail trades,
farmers, construction workers; you can make a long
list and not meet anyone who seems happy with
their lot. Maybe inherent unhappiness is just part of
the human condition in our pressurised, modern
life, ashore or afloat.

And while seafarers complain endlessly about the
wretched people “in the office” and those ashore
never understanding them and their needs, those
in other jobs are in exactly the same boat, with
their directors, employers, supervisors, and all
those up their respective chains of command
issuing unreasonable demands all the time.
Those ashore who have to run, direct or
superintend ships are human beings too, so we
shouldn’t be surprised if they look upon the
employees afloat as a bit of a blooming nuisance
sometimes.

Nobody in my working life, in my recollection, ever
asked me if I was happy. It would have been a reason
for great suspicion if they had. When I was at sea, if
you had admitted such a thing, it would have been
an excuse to reduce the feeding rate, wages or to
make you work longer hours.

You just could not imagine the old Lord Vestey, or
Colonel Ropner or the dreaded Hogarth clan
inquiring in such a manner of their employees. It
was said of the former that when he was presented
with a plan of his new ship by a designer, he struck
out the “Officers’ Lounge” and put a whole deck of
junior officers into the space. “What do they want a
lounge for?” he angrily asked the trembling naval
architect. “They should be out on deck working, not
lounging around!”

I expect, despite their terrifying boss, you would

have found happy people working for him. As I said,
it is a relative term.
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ANALYSIS

Soyabean trade weakness persists

CHINA'’S imports of soyabeans have so far this year
been on the decline and the trend looks set to
continue.

A combination of trade tensions with the US and
swine flu, which has wiped out a vast number of the
pig population in China that relies on the commodity
for feed, has seen consumption fall.

The situation is a difficult one for dry bulk
shipowners who have been hit also by lower-than-
expected iron ore trade this year, and who had
been relying on other trades to make ends meet.

With the US closing out its 2018/19 marketing year
at the end of August, accumulated exports to China
were at 10.6m tonnes as of the start of the month
versus 27.6m tonnes in the previous season,
according to the US Department of Agriculture.
Outstanding sales in the current year amounted to
3.9m tonnes, with just 194,000 tonnes earmarked
for the 2019/20 marketing year.

BIMCQO’s chief shipping analyst Peter Sand said:
“The start of the next marketing season is now less
than a month away and unlikely to signal a return to
what farmers and shipowners have known in the
years before the trade war.

“On top of a smaller crop in the US as a result of
poor weather, as well as farmers being hesitant to
plant soyabeans without assurances that they would
be bought in China, further escalation of the trade
war brings bad news to shipowners used to having
their ships sailing” between the world’s two largest
economies, he said.

“For any hope of the trade returning to previous
levels, a trade agreement will need to be reached
between the nations, and even then, once a market
has disappeared, there is no guarantee that it will
return,” Mr Sand said in a report.

“The US to China soyabean trade may never fully
recover,” he added.

China imported 8.6m tonnes of soyabeans in July,
an increase of 8% year on year, according to
Banchero Costa. That compares with 6.5m tonnes in
June, which was in itself the highest level since
August 2018.
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While April saw the first gain in 2019 to about 7.6m
tonnes, that was most likely linked to a tax change in
China.

But in the January to June period, China
imported 46.9m tonnes, an 11% drop from the
year-earlier period, Bancosta said, citing customs
data.

Imports from the US naturally declined to just 6m
tonnes in the first six months of the year from 15m
tonnes a year earlier, Bancosta noted. Shipments
from Brazil fell to 25m tonnes from 28m tonnes a
year earlier.

Clarksons said that China’s seaborne soyabean
imports are projected to decline by about 8% to
some 82m tonnes in calendar year 2019 versus a
year earlier, which would represent the lowest level
since 2015.

The brokerage is expecting 2019 trade in soyabeans
to drop to 146m tonnes, in line with 2017 levels. That
compares with 147m tonnes last year. But it is
estimating a rebound in 2020, with trade growth at
4% to 153m tonnes, according to an outlook report
issued in July.

The US has been eyeing other opportunities for its
beans, with exports to Europe and South America
increasing significantly.

Accumulated exports to the European Union rose to
7.6m tonnes in the current year from almost sm
tonnes a year earlier, the USDA figures showed, with
volumes to Spain more than doubling. Shipments to
Argentina meanwhile climbed to 1.9m tonnes from
just 69,000 tonnes.

However, the volumes will not match China’s
appetite, nor will tonne-miles be given a boost.

As of the end of June, the equivalent of 251 panamax
loads of soyabean exports from the US to China were
lost, according to BIMCO, and China’s share
nosedived to 17.3% in the first 10 months of the
current season from 55.2% in the previous
marketing year.

BullPositions’ managing director Jesper Buhl said:
“With no truce in sight the post-harvest US
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soyabean exports from both the US Gulf and the US
Pacific is in harm’s way.”

The grains specialist said: “With the US Gulf
accounting for the largest share of US soyabean
exports and having the strongest seasonality swings,
a significant share of US agricultural bulk exports
from the US Gulf in the fourth quarter of 2019 and

the first quarter of 2020 are at serious risk of having
lost their main peak offtaker for the second year in a

»

row.

Exports from the US Gulf are expected to be 18m
tonnes in the fourth quarter, according to the
Copenhagen-based consultant. That is 1m tonnes
lower than the same time last year.

MARKETS

Golden Ocean sees ‘dramatic’
recovery In dry bulk rates

GOLDEN Ocean, John Fredriksen’s dry bulk unit,
says it has seen a “dramatic turnaround” in dry bulk
rates in the third quarter, a trend it expects will
continue through the year.

Chief executive Birgitte Vartdal said: “Following a
weak first half of the year, the third quarter has
started off on a very strong note. Increased iron ore
volumes and supply imbalances, combined with
fewer vessels in the market due to scrubber
installations have led to a dramatic turnaround in
the market, which we expect will improve our
third-quarter results.”

As disrupted Brazilian iron ore returns to the
market, restocking activities may resume in China
later in the year, especially if there is a fall in iron
ore prices, according to the company.

It notes that the Brazilian mining giant Vale has
resumed about 42m tonnes of curtailed iron ore
output, following closures linked to the deadly dam
disaster in January. A further 20m tonnes is
expected to be brought online by the end of the
year.

The International Maritime Organization’s 2020
sulphur cap is also expected to benefit the market as
vessels are taken out of service to have scrubbers

installed, thereby limiting fleet capacity after the
second quarter saw a higher level of newbuilding
deliveries than the first three months of the year, at
10om dwt versus 8.6m dwt, respectively.

Golden Ocean says it has exercised options to have
four more scrubbers installed, taking the total to 23
on its capesize vessels.

Three have already been fitted, with 12 more due by
the end of the year. The rest are expected to be
installed by the end of the first quarter.

For those vessels not having scrubbers, the company
is undertaking tank cleaning in preparation for low
sulphur-compliant fuels to be used, it says.

The company announced this week that it has
formed a joint venture with commodities trader
Trafigura and Frontline that will strengthen its
ability to source “competitively-priced bunker fuel of
good quality when and where” it is needed.

Despite swinging to a net loss of $33.1m in the
second quarter versus a profit of $9m in the year-
earlier period, the Bermuda-registered company has
declared a dividend of $0.10 per share. Besides the
weak market, the results were negatively affected by
derivative-related losses.

Torm expects tanker boost

to come within weeks

TORM, a Danish product tanker owner, is
expecting rates to strengthen in the coming
weeks.

Spot rates so far in the third quarter have been lower
than in the second quarter as refineries continue
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with their maintenance programmes, which is
“longer and more widespread than in the same
period in previous years,” due to preparations for the
International Maritime Organization low-sulphur
rules, the company’s managing director Jacob
Meldgaard said.
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The refinery halts negatively impacted on trade and
volumes of refined products.

Torm achieved time-charter equivalent earnings of
$15,405 per day in the second quarter, compared
with $12,944 per day in the year-earlier period. By
the end of June, bookings were covered at an
average rate of $15,197 per day, softening to $13,636
per day as of August 12.

“The product tanker market is as expected and will
get stronger later as volumes increase,” the executive
told Lloyd’s List in an interview. “If you look at the
forward freight agreement market, the fourth
quarter is already seeing a significant step-up, to
around $20,000 per day.”

The company, which has not yet fixed any vessels for
the fourth quarter, posted a first-half profit before
tax of $28.7m, its strongest result in three years.
That compares with a loss of $7.5m in the year-

The company will continue its modernisation of the
fleet through newbuildings, purchases of modern
secondhand tonnage and scrubber installations, it
said.

It is currently installing scrubbers on four vessels at
yards in Asia.

It bought four tankers in the second quarter, which
are expected to be delivered this month, and has
also agreed six sale and leaseback deals, it said in a
statement.

“We are monitoring the security situation closely in
the Middle East,” Mr Meldgaard said. “We are
getting updates regularly from the shipowner
association, among other [channels], and analysing
what is the safety risk to our crews.”

He added: “We’re exposed to the same ratio of clean
petroleum products that trade through the region,

earlier period.

which is about 12%. It’s an important area but not
the majority of our business.”

IN OTHER NEWS

Thoresen Thai posts lower
second-quarter profit

THORESEN Shipping Group, a
subsidiary of Thoresen Thai
Agencies, has posted a net profit
of Baht85.5m ($2.7m) for the
second quarter of 2019, which is
a decline from Baht270.2m in the
year-earlier period.

Freight revenue for the quarter
was up 4.4% year on year to
Baht1.46bn because of increased
service days for chartered-in
vessels

The Thailand-based shipowner
said its fleet outperformed the
adjusted market time charter
average Baltic Supramax Index
and earned a daily time charter
equivalent of $9,385 per day, 16%
higher than the market rate.

Nam Cheong returns to profit
OFFSHORE supply vessel group
Nam Cheong has effectively
transformed itself into a charterer
from previously being a builder of
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these vessels and in the process
posted a RM3.3m ($787,217) net
profit in the first half as
chartering revenue almost tripled
to RM104.6m.

Group revenue fell 23% to
RM104.6m from RM135.7m
previously, but this was based
just on chartering revenue alone
with no shipbuilding revenue
recognised at all during the
period. This is in sharp contrast
to the first half of 2018, when
with the sale and delivery of two
vessels amounting to RM98.8m,
it accounted for 73% of the
revenue base.

Nam Cheong was able to quickly
exploit this strategy by expanding
its fleet to 34 vessels at the end
of June compared with 23 at the
end of June 2018. This, combined
with higher utilisation rates also
meant that gross profit jumped
81% to RM32.4m and overall
gross profit margin rose to 31%
from 13% in the first half of 2018.

The group also managed to
secure three long-term chartering
contracts over the first half.

DBS backs Yangzijiang despite
sell-off

DBS Bank said it remains
confident in Yangzijiang
Shipbuilding, whose executive
chairman Ren Yuanlin is part of
an official investigation.

Bank analyst Pei Hwa Ho
reiterated in a note the buy
position for the company's
shares with a target price of
$$1.82.

The “chairman’s assistance in
the investigation could remain
an overhang and cause volatility
in share price until the dust
settles," Ms Ho said, adding:
“Having said that, share price
decline appears overdone with
25% plunge over two days,
considering yards' non-
involvement in the investigation
as well as intact operations and
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fundamentals of the group at
this point."

0SV firms buoyed by Middle East
business

VALLIANZ Holdings and Atlantic
Navigation Holdings, the
Singapore-listed offshore supply
vessel companies that have
repositioned themselves as
Middle East specialists, are
reaping the gains from the move
as they return to profitability on
the back of higher chartering
revenue.

Although the return to the black
is a relief, conditions are still
tough.

Both companies, the former of
which was bailed out by Saudi
Arabian company Rawabi, said

competition was tough in the
OSV sector with oversupply and
ensuing pressure on rates.

Norden feels the heat from Trump's
trade war, Brexit and IMO 2020
NORDEN, a Danish shipowner
and operator in the dry bulk and
tanker space, is seeing trading
challenges this year.

“There are a number of hot spots
currently — Brexit, IMO 2020,
trade tensions between the US
and China — that are impacting
the trading environment,” said
chief executive Jan Rindbo.

“Stockbuilding of coal in China
and India is not sustainable
going forward, so there's a
potential headwind there,” he
told Lloyd's List in an interview.

“The dry bulk market was
difficult to read with uncertainty
over trade wars, swine flu, and
weaker macro-economic
figures.”

Neste introduces IMO-compliant
low-sulphur fuel

NESTE, the Finnish oil refiner,
said it will begin offering sulphur
0.5% fuel in northwest Europe
ahead of the introduction in 2020
of the global sulphur cap.

The company will disclose the
exact locations and the product's
technical specification in the
coming weeks, it said in a
statement.

The fuel is manufactured at the
Helsinki-listed firm's refinery in
Porvoo, Finland.

Classified notices

Lloyd’s List?

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
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Lloyd’s List Intelllgence.

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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