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Focus shifts to release of
Stena Impero after Iranian
tanker freed

HOPES ARE GROWING that the UK-flag tanker seized by Iran’s
Islamic Revolutionary Guard Corps last month will soon be able to
leave Bandar Abbas, although sources close to the situation stressed
that plenty of things could still prevent that outcome.

Preliminary preparations for the release of Stena Impero are currently
underway, in the hope that Sunday’s release of the Iranian-owned very
large crude carrier Grace 1, now renamed Adrian Darya 1, from its
detention in Gibraltar will allow Tehran to make the gesture without
losing face.

However, the fear is that precipitate US action — such as any US
attempt to recapture the tanker — could throw a spanner in the
works.

“Now the US has issued an arrest warrant for the Grace 1, we don’t
know if this will screw things up, but Iran continuing to hold a Brit
tanker would seem a bit off-colour,” said someone involved in release
efforts. “We’re concentrating on crew well-being and health.”

There are 23 people working on Stena Impero, made up of Indian,
Russian, Latvian and Filipino nationals.

Erik Hanell, chief executive of Stena Bulk, commented: “As ever, our
concerns and priority remains with the welfare of our valued seafarers
on board the Stena Impero and the release of crew and ship, detained
since July 19. The company is working tirelessly with all the involved
governments and authorities to make this happen.”
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Britain’s Foreign and Commonwealth Office declined
to offer any new comment on the matter and
reissued a statement it initially issued last week.

The BBC reported that the Iranian foreign ministry
said on Monday it was waiting for a court order
before any possible release of Stena Impero, while
insisting that there is “no connection whatsoever”
between the two ship seizures.

Adrian Darya 1 is said to be underway to the Greek
port of Kalamata, although the Greek coast guard
told Bloomberg that no formal notification had been
received to that effect.

Iran’s state-controlled media has hailed its release
as a victory against the US and the UK and warned

of unspecified “heavy consequences” if there is any
move against the ship.

As a fully-laden VLCC, Adrian Darya 1 would not
be able to return to Iran via the Suez Canal,
because of ballast restrictions. There is also the
political risk that Egypt, a US ally, would attempt
to seize it.

The only other option is to return to Iran via the
Cape of Good Hope. But that would require
refuelling and taking on provisions, and the US has
threatened retaliation against suppliers.

Refuelling would technically be possible via ship-to-
ship transfer from a vessel under a flag prepared to
disregard US stipulations.

OPINION

Yard Talk | Life is unpredictable

ON July 27, a leading business society in China’s
Jiangsu province conferred an entrepreneurship
award upon its fellow member, writes Cichen
Shen.

Ren Yuanlin, chairman of Yangzijiang Shipbuilding,
was recognised by the Jiangsu Sushang
Development Promotion Association as one of the
“Most Respected Industrialists” locally for his
business prowess and long adherence to state
policies.

A few days later, shares in the China-based,
Singapore-listed shipbuilder suffered an abrupt
slump, amid news that Mr Ren was assisting a
government investigation.

Life is unpredictable.

Mr Ren is widely thought of by his peers as a
legendary figure in China’s shipbuilding community.
Having started his career as a 16-year-old shipyard
apprentice, he worked his way up to plant manager
position of the then government-owned Yangzijiang
at the age of 40.

In 1999, he privatised the yard, which was on the
edge of collapse. Eight years later, he successfully led
the expanded company to a S$944m ($624m) initial
public offering on the Singapore bourse at a time
when the shipbuilding sector was reaching the peak
of its pre-financial crisis euphoria.
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Today, Yangzijiang is still one of the most profitable
shipbuilding companies in Asia, despite the turning
of the market direction.

The success should be in part attributed to Mr Ren’s
constant vigilance about underlying risks. He was,
as he had told the industry and press on various
occasions, alert to the danger of heady expansion,
poor financial management, aggressive price
competition, and lagging behind in technological
innovation — all of which can cripple an established
business.

Yet even so, he is not immune to political risks of
the type that unsettle many high-flyers in the
Chinese business community. It is not unusual for
high-profile business people to be imprisoned in
China.

Luckily, Mr Ren appears in a much better condition,
at least according to the official statement.

Yangzijiang said the chairman was not a subject
matter of the “confidential” government
investigation, which was widely speculated to be
against a former high-ranking local official being
held on suspicion of corruption.

Meanwhile, the company itself, including its other
senior staff, is not involved in the probe. And its
financing business, making up about 50% of its
profits, is not affected.
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But it gave no definite timeframe for Mr Ren’s
return.

The uncertainty has offered many investors the
excuse to vacillate. Having recovered partially from
the latest nadir after several share buybacks from
the company, its stock price has been hovering
around 1S$ this week, still more than 20% lower
than the day before the crash.

DBS Bank analyst Pei Hwa Ho said the shipbuilder
would now need a strong order-winning momentum
to boost investors’ confidence.

According to Ms Ho, Yangzijiang’s $209m of new
orders bagged in the first half of 2019 only hit
10%-14% of its full-year target.

It is betting on the second half of the year.

The management had told analysts that there was a
surge in enquiries, some of which had entered

advanced stages of negotiation and could be
concluded by the end of this year.

These included high-value products such as large
containerships of 13,900 teu-23,000 teu and dry
bulkers of 210,000 dwt-326,000 dwt, with a price
range of $50m-$150m apiece.

Mr Ren’s timely return would certainly increase the
company’s chance of winning these contracts.

Over the past 20 years, Yangzijiang, under his
leadership, has proved to be an outstanding
privately run shipbuilder that operates more
efficiently than its public-sector rivals in many
aspects.

Such efficiency and competitiveness is even more
valuable and should be preserved in today’s
shipbuilding industry, where the state-backed
players are increasingly dominating the playing
field.

Check out Britain's intellectual capital
at London shipping week

CAN there ever have been a conference held at such
an uncertain time in such a nervous place? asks
Richard Clayton.

The British government insists it will lead the UK
out of the European Union on October 31, with or
without a deal, and will invest time and effort
during London International Shipping Week getting
that message across. Brexit, coming a mere seven
short weeks after the LISW conference, will be a
major issue throughout the week. But it won’t be the
only issue under consideration.

International shipping serves the world. It must look
beyond one small island to embrace trade that
crosses distant oceans. That’s what Great Britain did
in a century of expansion that lasted from the
second decade of the 19th century until the second
decade of the 20th. One hundred years on, the UK
still has a significant role to play.

The closure of the country’s shipyards has left a
legacy of marine engineering and the withering of its
shipowning cadre has nevertheless left a legacy of
professional services. Further, the tradition of global
trade has left a belief that London should offer its
services to elements of the lifting, shipment, and
discharge of cargo wherever the load and discharge
ports might be, whatever the cargo, and whoever the
stakeholders are.

Lloyd's List | Daily Briefing Wednesday 21st August

The organisers have — wisely in my opinion —
chosen not to give this LISW a catch-all theme. It
would place boundaries on the vision of a UK
maritime sector for the next, crucial period 2020-
2050. Next year, the IMO’s chosen theme for World
Maritime Day is “Sustainable shipping for a
sustainable planet” following this year’s
“Empowering women in the maritime community”.
These are stronger than 2018’s “Better shipping for a
better future”, 2017’s “Connecting ships, ports and
people”, and even “Shipping is indispensable to the
world”, which was its theme in 2016.

Themes are not unhelpful in themselves, however
what makes LISW stand out is the breadth and
depth of London’s and the UK’s maritime heritage.
Sustainability issues will be there, as will
empowerment for women, connectivity, and the
essential role shipping plays in linking
manufacturers and consumers. What London offers
more than any of its competitors, besides the
benefits of a free press, is what can be termed the
maritime knowledge economy.

A knowledge economy is one in which growth is
dependent on the quality, quantity, and
accessibility of the information available, rather
than the means of production. It’s that hard-to-
define intellectual capital; it drives a growth in
highly-skilled labour; it draws expertise from
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outside the industry. More than anything else, a
maritime knowledge economy calls for a rethinking
in the way the industry recruits and retains its
human resources.

London International Shipping Week should be seen
as a hub for maritime human capital, a fund of talent
that will ensure the United Kingdom remains at the
forefront of the maritime sector.

ANALYSIS

Maritime cities must learn the advantages

of cluster thinking

AN estimated 23% of Hong Kong’s population was
on the streets this week protesting against the
government. It has not been pretty, but unrest is
rarely pretty. Some 17.4m voters placed their cross in
the box marked ‘Leave’ for the UK’s referendum to
withdraw from the European Union in 2016. It has
not been pretty, but disruption is rarely pretty.
Almost 40% of Greek voters backed a Harvard-
educated former banker last month, thereby ejecting
a prime minister who was elected to represent the
people against the elite. The social experiment was
hardly pretty.

In Dubai, the manoeuvring against Iran and Qatar
has been discouraging for outside investment;
meanwhile the container line set up to bring three
Japanese carriers together based their head office
not in Tokyo but in Singapore; and in Singapore
itself, the prime minister is warning that the ongoing
trade dispute between the United States and China
will drag down Singapore’s economy.

All maritime hub cities go through periods of
political unrest, realignment, and economic
disruption Some just fall out of favour. According to
the United Nations, India will overtake China to
become the world’s most populous country in 2027;
Mumbai is India’s maritime beating heart. However,
Mumbai’s congestion and bureaucracy keep its
ranking low in popularity tables. Sydney, Durban, St
Petersburg, and Stockholm are all too distant from
the main trade lanes, or predominantly serve local
markets.

It’s likely that Singapore will always be the city to
beat for political stability, targeted growth, transport

connectivity, and highly skilled labour. But
Singapore has acknowledged it faces a real dilemma:
its population is ageing. Young people are leaving it
late to have children, discouraged by digital
disruption, global financial uncertainty, and climate
change.

However, the influx of senior managers from all
over the world wishing to run their Asia Pacific
operations from Raffles Place or Fusionopolis will
ensure Singapore rides high. Whether the
government steps in to safeguard its own
population against the multinational elite has yet to
be tested.

The real question is whether maritime cities matter
in the way they once did. Oslo ranks seventh in the
Menon listing of maritime cities, however when
combined with Copenhagen, Bergen, Stockholm,
and Helsinki, “Greater Oslo” is a world-class hub.

Similarly, Vancouver doesn’t make the top 15 in
Menon, but a west coast linear hub linking Prince
Rupert to Panama City via Seattle, Oakland, Los
Angeles, and Long Beach has technology,
infrastructure, and talent in abundance.

Maritime clusters have much more to offer than
geographically defined cities. The key determinant
should be connections — air, rail, road, as well as sea
— rather than proximity. To list Rotterdam and
Antwerp separately misses the point; they are nodes
in a Northwest Europe network of maritime skills.
And that network continues to function while one of
the nodes is undergoing a brief period of ugly
disruption.

MARKETS

LNG market poised for a positive end to 2019

THE prospects of the liquefied natural gas shipping
sector are looking up as demand is set for a boost,
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while the shipping market absorbs new tonnage,
according to LNG carrier owner Flex LNG.
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The Oslo-listed company, which also began trading
on the New York Stock Exchange in June, has five
vessels on the water plus another eight under
construction.

“The first half of 2019 has been a cold shower for
most LNG industry participants, with the exception
of the end consumers, who have benefited from
cheap, clean fuel and made significant savings on
their utility bills,” said chief executive Qystein M
Kalleklev in a statement.

On Tuesday, Flex reported a $3.9m net loss for
the second quarter of the year, up from a $2.9m
loss during the same period last year, despite a
higher operating income that resulted from a
larger fleet.

Expenses from interest payments grew, as did losses
on derivatives leading to the higher net loss.

The company lost $7.36m in the first six months of
2019, compared with a $4.64m loss in the first half
of 2018.

Mr Kalleklev attributed part of the decline in
Flex’s fortunes in the first half of the year to
European consumers absorbing excess gas supply
that resulted from lower prices. Sailing distances
thus fell, dragging down shipping demand and
rates.

Rates began to stabilise and recover in the second
quarter but slow demand from Asia, cooler weather
in certain areas and growing supply of LNG weighed
down on the price of the product.

Demand for LNG is expected to increase, however,
and Flex LNG believes the market is well balanced,
despite lower than expected tonne mile growth due
muted US—Asia trade, as it is absorbing new
tonnage.

“Tighter product markets generally result in higher
shipping demand due to arbitrage and re-loads.
Hence, we think a tighter product market will
positively affect the market balance in 2021,” Mr
Kalleklev said.

Following the release of the results, Flex LNG
reported that senior management had bought
around $67,000 worth of shares in the company.

Mr Kalleklev bought another 5,000 shares at a price
of NKr86.2 (9.59). He now holds 20,000 shares in
Flex LNG and options for a further 60,000 shares.

Flex LNG chief financial officer Harald Gurvin also
bought 2,000 shares at the same price and has
options to buy 30,000 more. He now has 7,000
shares in the company.

Flex LNG reported that by the end of the quarter,
there were 502 vessels above 125,000 ¢ bm in the
global LNG carrier fleet, excluding floating storage
and regasification units. The order book at the end of
the quarter amounted to 106 conventional LNG
carriers, of which 43 were reported as
‘ancommitted’, and 20 ships were scheduled to be
delivered this year.

Clarksons recently reported that as of August 1, 2019
there were 578 LNG carriers in the global fleet, with
529 being 100,000 ¢ bm and above. Out of the 135
LNG carriers in the order book, 113 are between
150,000 ¢ bm and 180,000 ¢ bm. The remaining 22
are all 0f100,000 ¢ bm and below.

Flex LNG’s eight newbuilds are expected to arrive
between the third quarter 2019 and the second
quarter 2021.

In July, Flex LNG also closed a double sale and
leaseback deal with Hyundai Glovis, that will
generate $300m for the company.

Chinese crude imports up 8.8%

in the first half of 2019

CHINA'S total crude oil imports increased by a
strong 8.8% year on year to 244.6m tonnes in the
first half of the year, General Administration of
Customs data shows.

According to Banchero Costa, the main driver was
the rising demand coming from mammoth new
refineries ramping up production or coming online
this year.
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Chinese Customs figures show that Saudi Arabia
became China’s largest crude oil supplier in the first
half of 2019, with 37.8m tonnes, comprising about
15.4% of total imports, marginally overtaking
Russia, which followed with 37.7m tonnes, making
up about 15.4% of the total.

Angola was the next biggest supplier, with 25.3m
tonnes, and the list of major suppliers continues
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with Iraq, Brazil and Oman, with Iran ranking
seventh.

Imports from Iran continued after the end of
sanctions waivers, albeit dramatically reduced. In
June 2019, imports decreased by 59% on-year to
0.9m tonnes, while during January-June 2019
imports stood at 11m tonnes, down 30% compared
with the same period a year before.

There were almost no shipments from the US, amid
the Sino-US trade war, between January and March
this year. This is a decline of 76% on a half-yearly
basis.

As China sourced alternative crude oil supplies,
imports from Saudi Arabia, Brazil and Russia have
been increasing. In the first six months of 2019,
imports from Brazil saw a significant growth of
24.8%, while shipments from Russia strengthened
by 15.2% compared with the first half of 2018.

During January-June 2019 period, Saudi Arabia also
saw the strongest pick up in crude oil shipments to
China, with growth of about 38.4% year on year.

The Kingdom’s exports to China were also boosted
by its enforced position into China’s energy market
share and its new marketing strategy towards
Chinese private entities, including agreements with
Hengli Petrochemical and Rongsheng
Petrochemical, the brokerage said.

Spot rates for very large crude carriers spiked last

week with average time charter earnings now north
of $40,000 a day for modern tonnage.

The August jump in freight rates comes nearly two
months ahead of time, sending a key signal that the
market is changing, Arctic securities said in its latest
report.

“In our view, the key factor is the recent blowout of
low-high sulphur spreads as the market starts to
price in the International Maritime Organization
effect.”

The Rotterdam spot gasoil-HFO differential has
gone from $200 per tonne to $280 a tonne in a
month, taking it to a five-year high, and will
contribute to a marked rise in refinery runs in the
second half, needed to cover the surge in middle
distillate demand as a result of the IMO’s
regulations, it added.

Additionally, about a quarter of the large crude
tanker fleet is scheduled for scrubber related dry
dockings and this is also likely to put around 5% of
the fleet off-hire at any given time till the end of the
year. However, this had previously not translated
into higher day rates for those ships, which until two
weeks ago were testing multi-year lows of about
$10,000 per day.

“To us this implied that the tanker market had
perhaps been much more loose than other areas.
What a difference a few weeks can make,” Stifel
analyst Benjamin Nolan noted.

Natural gas deliveries to US LNG plants

hit monthly high

NATURAL gas deliveries to facilities producing
liquefied natural gas in the US surged to a monthly
high as two new projects gear up to ship their first
cargoes.

Freeport LNG in Texas and Elba LNG in Georgia are
closing on their first LNG shipments, joining four
other export terminals currently in operation:
Cameron LNG, Corpus Christi, Cove Point and
Sabine LNG.

Data from the US Energy Information
Administration showed that about 7% of the total
US dry natural gas output amounting to on
average 6bn cu feet per day, went to these LNG
export terminals, setting a new record this
month.
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On Monday, a joint statement by Freeport LNG’s key
contractors said that the first train of the project is
expected to ship its maiden LNG cargo later this
month.

The second and third trains are on track to kick off
production in the fourth quarter of this year and the
first quarter of next year, the statement issued by
McDermott, Chiyoda and Zachary Group added.

Mitsui OSK Lines’ 155,300 cu m LNG carrier Jurojin
arrived at Freeport LNG last week. A second MOL-
owned tanker, Soshu Maru, is due to call at the same
export terminal in September.

Both tankers have been transporting LNG cargoes to
and from Japan.
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The first train of Freeport LNG is backed by two
Japanese sponsors, Osaka Gas and JERA, with each

holding a 25% stake. The Japanese project partners

have also committed to long-term offtake amounting
to 2.2m tonnes per annum each from the export

project.

Freeport LNG’s second train has secured separate
offtake from supermajor BP for 4.4m tonnes per

annum of output.

Its third train is underpinned by long-term tolling
agreements with Japan’s Toshiba Corp and South
Korea’s SK E&S, and a three-year sales and purchase

output to Total, along with sale of the former’s LNG
business to the latter.

First LNG exports from Elba LNG on the other hand,
are held back from the original target date in May.

EIA pointing to a hiccup from applying new

months.

agreement with trading house Trafigura.

Toshiba has transferred its rights to Freeport LNG

liquefaction technology at Elba LNG, guided that the
project may begin production in the next few

The first train of Cameron LNG, which began
production in May, also recently began commercial
operations under the project’s tolling agreement.

Cameron LNG's first train of the liquefaction-export

project is in Hackberry, Louisiana.

IN OTHER NEWS

DSV completes acquisition

of Panalpina

DSV said it has "kicked-off" the
integration process after
completing its previously
announced offer for all publicly
held shares of Panalpina, the
Swiss logistics group.

The enterprise value of the deal
was $5.5bn, according to DSV,
which expects to achieve annual
cost synergies of about $327.6m

The cost synergies are expected
to have full-year effect by 2022
and will primarily be derived from
the consolidation of operations,
logistics facilities, administration
and IT infrastructure, the Danish
company said.

Keppel sizes up fire damage on

LNG tanker

SINGAPORE-LISTED Keppel Corp
confirmed a fire incident recently
took place on board a liquefied
natural gas tanker under
construction at its yard in
Nantong, China.

It did not identify the owner but
Lloyd's List understands the said
tanker is being built for Avenir
LNG, a joint venture of Stolt
Nielsen, Golar LNG and Hoegh
LNG.

The fire broke out at about 8pm
last Saturday and was put out
around one hour later, Keppel
Corp said in a statement.

Freepoint Commodities to start
Singapore LSFO supply

US-based commodities trading
company Freepoint Commodities
is jJumping into the low sulphur
fuel oil bunker game in Asia,
declaring its Freepoint
Commodities Singapore unit will
start supplying very low-sulphur
fuel oil in the top bunkering port
as early as the fourth quarter and
positioning it in time to meet the
IMO 2020 sulphur cap
regulations schedule.

Reuters cited Singapore head
Ouyang Xiuzhang as saying the
compliant fuel could initially be
delivered from floating storage
facilities in Singapore. He noted
that low sulphur fuel oil storage
capacity in Singapore is filling
up and the company had already
secured bookings from Asian
clients for supply which will
start arriving in the fourth
quarter.

Freepoint Commodities will
leverage on its experience as a
supplier of LSFO to US power
plants and plans to ship in fuel oil
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component stocks to blend into
VLSFO in Asia.

Dry bulk market to enter a new era

of sustainability, says BHP

THE dry bulk freight market is
concluding a three-year era in
which the major focus of
shipowners has been on re-
establishing profitability through
operating cost competitiveness
and discipline with respect to
fleet growth.

The new era will be about
sustainability, highlighted by the
imminent onset of the
International Maritime
Organization's 2020 low sulphur
fuel regulations, BHP said.

“We are entirely supportive of
the IMO's decision to impose a
new, lower limit on the amount
of sulphur present in marine
fuels.”

Indonesia backtracks on HSFO
waiver for domestic vessels
INDONESIA has backpedalled on
an earlier statement that it
would allow its domestic fleet to
use high sulphur fuel oil in the
initial period after the
International Maritime
Organization's 2020 sulphur cap
red tape takes effect.
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Reuters cited the Transportation
Ministry's director of shipping
and maritime affairs as saying in
a statement that the rule would
be applied to “all Indonesian-
flagged vessels starting January
1, 2020, both for domestic and
foreign shipping".

In July, the ministry said it would
allow even non-scrubber fitted
Indonesian-flagged vessels to
continue burning 3.5% sulphur
content fuel oil in its waters past
2020. The international
community had expressed
concern at the implications of
this move for the nascent low
sulphur regime.

Freight sector alarmed by Brexit
planning report

FREIGHT and logistics
representatives have responded
with alarm to leaked UK
government documents that
paint a bleak picture on the
impact of a no-deal Brexit on the
sector.

The official forecasts by the
Cabinet Office, compiled this

month and reported by the
Sunday Times, predict that if the
UK leaves the European Union
without a withdrawal agreement
and transition deal on October 31,
the most likely scenario is severe
extended delays to medicine
supplies and shortages of some
fresh foods and possible fuel
shortages, combined with price
rises.

The Guardian newspaper reports
that the UK will face a three-
month meltdown at its ports, and
a 'hard’ Irish border, according to
government documents on what
Whitehall has dubbed Operation
Yellowhammer.

GPH submits bid for Puerto Rico port
LONDON-listed Global Ports
Holding has submitted a bid to
operate the cruise port of San
Juan, Puerto Rico in an effort to
expand its growing Caribbean
Sea network.

The port operator,which
specialises primarily in cruise
ports, submitted a proposal to
the government for the port

takeover earlier in August, GPH
chief executive Emre Sayin told
Lloyd's List on Tuesday.

San Juan is a home port,
meaning that cruise ships being
or end their itineraries there.

International co-operation needed
to tackle Gulf of Guinea piracy
NIGERIA should embrace
international naval co-operation
to curb piracy in the Gulf of
Guinea, according to a senior
maritime security official.

Speaking after two more violent
attacks on shipping in the region,
Bimco chief executive Jakob
Larsen said Nigeria should seek
to collaborate to eradicate a
chronic problem that is
threatening the maritime
community.

“They have the resources,
capabilities and skills to carry out
an effective law enforcement
operation,”" Mr Larsen told Lloyd's
List. "And | think it will be needed
if the problem is to be brought
under control relatively quickly.”

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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The Next Generation
Lloyd’s List Intelligence

Uniquely powerful vessel tracking, characteristics,
ownership and incidents data.

At the centre of Lloyd’s List Intelligence is our online vessel tracking system,
Seasearcher. This gives you access to the transactional and analytical data required
to make a measured difference to your business, whether you are trying to increase
operational efficiencies, manage risk, or develop new business opportunities.

The new Next Generation platform was launched earlier this year to offer our customers
a greatly improved service and some fantastic new features including:

» A modern, simplified search and mapping interface
» Streamlined operational workflows and geospatial tools

» Enhanced visibility of port, terminal and berth activity including new alerting and
filtering tools

» Increased vessel tracking data granularity with improved AIS capabilities
» Raw data manipulation through Excel downloads

To find out more about Lloyd’s List Intelligence services,
please email info@lloydslistintelligence.com, call +44 (0)207 7017 5392
or visit info.lloydslistintelligence.com
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