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Daily Briefing
Leading maritime commerce since 1734

Monday August 16, 2021

Why the global supply chain is 
hanging by a slender thread

THE CONTAINER SHIPPING sector waits with bated breath to find 
out whether the closure of the Ningbo Meidong Container Terminal 
will be confined to just a few days or will extend out for an 
indeterminate period.

Should the coronavirus infection of a port worker be contained without 
further spread, box shipping will have dodged a bullet, with only some 
minor delays and a few skipped vessel calls.

But if there is any spread either within the terminal or into the wider 
port complex, then the already stretched global supply chain faces 
more months of carnage, chaos and costs.

It says everything about the current situation of global logistics that 
the fate of an entire sector is hanging on the infection status of a single 
34-year-old terminal employee.

The ghastly truth, however, is that the entire system is so stretched 
that even the temporary closure of a small, by Chinese standards, 
terminal threatens to rain yet more misery on shippers.

In normal times this would be a problem, but not one that was 
unsurmountable. Terminals are hit with problems every now and 
again, be it a labour issue, a fallen crane, or even fires and explosions, 
but the consequences are limited to the terminal or port in question.

The pandemic has changed that.

The rapid rebound in volumes that started last summer has run into a 
wall of limited infrastructure that has been further hampered by 
coronavirus-related restrictions on staffing.
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This in turn has led to ships being delayed at port as 
they wait to be offloaded. Containers are then held 
for longer periods inland as they wait to travel to 
their final destinations and be offloaded and 
returned, where they hit overcrowded terminals.

Sea-Intelligence reported that by June, 10% of global 
container capacity was removed from the market 
because of delays. This would be significant even in 
periods of normal demand.

Since the recovery in demand, led by strong US 
consumer spending, the issues have continued to 
pile up. By February there were 40 boxships at 
anchor in San Pedro Bay; in March Ever Given 
blocked the Suez Canal; in May and June Yantian 
was closed due to a coronavirus outbreak; and more 
recently Vietnam has suffered from outbreaks that 
have stopped ships calling.

All these events remove capacity and resilience 
from the system. But now, so too do the less 
dramatic issues. An engine room fire on board a 
containership or a strike at a small port, which 
would normally go unnoticed, now compound an 
already dire situation.

And there is no telling what is yet to come. The 
pandemic remains an active threat but next year, for 
example, sees the renegotiation of the US west coast 
labour agreement. A repeat of the disruptions 
caused during the 2015 negotiations could bring 
further, serious delays.

Speaking as the Ningbo closure was first reported 
this week, Vespucci Maritime chief executive Lars 
Jensen said that if the problems in Ningbo extended 
to the wider port complex, it would dwarf the issues 
at Yantian.

And even if it were contained to just one terminal, 
other terminals at Ningbo have no spare capacity to 
take up the slack. Shippers would then look to 
Shanghai, adding to existing congestion there.

The impact would not only be in China, either. The 
number of ships at anchor in San Pedro Bay is on the 
rise again with more than 30 waiting for a berth this 
week. Mr Jensen attributed this to the “ketchup 
bottle” effect of the reopening of Yantian beginning 
to ripple through.

For shippers, the fragile nature of container shipping 
is counted in freight rates that, at the extreme end, 
have risen tenfold in a year.

There was no reason why they should not keep 
rising, if demand continued to outstrip capacity, Mr 
Jensen said. It would only reach a peak when 
enough cargo was priced out of the market.

For the past 30 years the great achievement of 
container shipping has been the reliable, low-cost 
movement of goods around the world. That model is 
now broken and it remains unclear when and how it 
will be rebuilt, but all it takes is for one man with a 
positive test to put the market on edge.

WHAT TO WATCH:

Congestion expected to rise as more 
ships bypass closed Ningbo terminal
MORE containerships are skipping the Meishan 
terminal in the port of Ningbo as the facility 
remains blocked because of a port worker being 
infected by coronavirus.

That has led to expectations of further port 
congestions and schedule delays in an already 
clogged logistic chain.

Maersk said in a customer advisory that Seaspan 
Oceania (IMO: 9286009), which were supposed to 
call at the terminal next week, will omit Ningbo.

The 8,500 teu ship operated by Cosco Shipping is 
part of a vessel-sharing agreement service AC6 on 
Asia-South America trade.

Meanwhile, Hapag-Lloyd listed two more vessels, 
the 10,960 teu CMA CGM Musca (IMO: 9356311) 
and 10,106 teu APL Le Havre (IMO: 9461881) 
working on the same trade will make the same 
move.

The Hamburg-based line said it “can offer empty 
equipment to be released from Ningbo” under 
shippers’ own trucking arrangement, should they 
wish to amend their bookings to load from 
Shanghai.

Nevertheless, most of the ocean-going tonnage 
received by Meishan are run by the Ocean Alliance, 
whose members include Cosco Shipping, CMA CGM 
and Evergreen.
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One of the ships, 4,253 teu Cosco Venice (IMO: 
9484405), which works on the Chinese carrier’s Gulf 
of Mexico Express service, had already jumped over 
the terminal and is now at anchor in Xiamen in 
China’s Fujian province after leaving Shanghai on 
August 11.

CMA CGM said three ships 11,356 teu CMA CGM 
Centaurus (IMO: 9410777), 14,074 teu CSCL Venus 
(IMO: 9467251) and 6,606 teu Kota Carum (IMO: 
9494577) will omit Ningbo owing to the Meishan 
blockage.

Maersk and Hapag-Lloyd told their customers that 
some vessels used to call at Meishan are starting to 
be diverted to other terminals in Ningbo that are 
already running at full capacity.

“As Meishan Terminal calling vessels will be 
diverted to other terminals in Ningbo, we expect 
congestion and delays,” said the latter company.

Lloyd’s List Intelligence vessel tracking data shows 
already more than 100 fully cellular containerships 

over 10,000 dwt, with a combined capacity of nearly 
570,000 teu, are at anchor in the sea near the ports 
of Shanghai and Ningbo.

The Ningbo Beilun Container Terminal Phase 4, 
where most of 2M Alliance vessels are 
accommodated at the port, is experiencing berth 
waiting time of one and a half to two days, according 
to Maersk.

The Danish giant added the storage yard density is 
currently 80% for laden containers and 75% for the 
empty, while the yard open duration will reduce to 
two to three days depending on the terminal 
situation.

It remains to be seen when the closed terminal, 
which accounts for about 20% of Ningbo’s total box 
throughput, will reopen.

No other positive cases have been confirmed so far 
from swab tests carried out for people in the affected 
area, according to the latest update from the local 
government.

ANALYSIS:

Bulk carriers benefit from 
China port congestion
NEARLY 230 bulk carriers totalling 15.7m dwt are 
at anchor at key northern Chinese ports waiting to 
discharge, as the rising congestion keeps freight 
rates for bulk carriers shipping coal, grains and 
minerals hovering at 13-year highs.

Thirty-two of the bulk carriers (above 18,000 dwt) 
at the Bayuquan, Qinhuangdao, Xingang, 
Caofeidian and Huanghua anchorages have waited 
more than 10 days, Lloyd’s List Intelligence data 
shows. The longest waiting time is 27 days, for 
three vessels.

Numbers are down from three weeks ago when more 
than 270 bulk carriers were tracked at anchor in the 
same Bohai Sea region, waiting outside coal and 
grain terminals at Jingjiang, Tianjin, Qinhuangdao 
and Jinzhou ports. Capesizes today comprised 23 of 
the ships, with 145 panamax and supramax bulk 
carriers, and the remaining handysize vessels, data 
shows.

Delays at Chinese ports, struggling to cope with 
record-breaking volumes of grain and industrial 
materials, have helped dry bulk rates boom in the 

sub-capesize segment in past months, amid talks the 
global fleet could repeat the supercycle seen from 
2002 to 2008.

Also, coronavirus- related delays are reported across 
China’s maritime and logistics sector, as port 
authorities implement stricter waiting and 
quarantine times for vessels.

Panamax rates for Europe-to-Asia trips are near 
$50,000 per day, according to the Baltic Exchange. 
Freight costs for US Gulf-to-China grain shipments 
are at $5.1m, slightly down from the multi-year high 
of $5.9m seen earlier in July.

The focus on Chinese port congestion is 
intensifying after a Covid-19 outbreak closed a 
Ningbo container terminal this week — the 
world’s third-largest — which saw 
containerships reroute to avoid supply-chain 
congestion.

A further 239 bulk carriers of 17.2m dwt are at 
anchor off Ningbo and Shanghai, adding to 94 
containerships there waiting to load.
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Delays in Ningbo are being closely watched in 
the containership sector, following recent 
closures at Yantian container terminals in 

southern China, that cascaded down the 
logistics chain, exacerbating global supply 
imbalances.

OPINION:

Who actually cares about ESG?
WHO cares about ESG? There are major 
challenges ahead of the industry that should take 
precedence over feel-good acronyms, writes 
Richard Clayton.

Like tackling climate change, upskilling the next 
generation of employees, and complying with the 
latest sanctions policy.

It’s good for the marketing team to broadcast targets 
for increased boardroom diversity and a reduced 
carbon footprint, but for small ship operators 
struggling to survive a pandemic surely this is of 
marginal benefit to anyone.

Except that it isn’t. The investor community is under 
huge pressure from their clients to consider 
environmental, social and corporate governance 
criteria.

At first, asset managers couldn’t see how companies’ 
alignment with ESG thinking might be assessed. 
There were no standardised data sets to enable a 
comparison of what had been achieved with 
corporate targets, or to contrast a poorly performing 
business with an ESG-focused enterprise.

This meant that investments were initially made 
with ESG criteria as a reinforcement of financial 
data sets. However, there has been a change of 
approach over the past six months — perhaps 
stimulated by a series of natural catastrophes — 
such that asset managers are focusing attention on 
corporate ESG targets.

Put simply, ESG criteria measure corporate 
attitudes. ESG is not a thing of itself; it is not 
something companies should aim for. It is neither 
possible nor helpful to give a business an ESG 

score of 6.4 and suggest this shows an 
improvement on last year’s 6.1. While some 
investors see the benefit of targets for each of the 
three elements of ESG, others believe the bigger 
picture gives better value.

There are a number of challenges to be addressed, 
the most important of which is standardisation. 
Currently, investors are asking so many questions 
of businesses that the results are lost in the weeds. 
Meanwhile, some businesses have seen a good 
ESG score as a marketing opportunity, although 
others fear a bad score will damage their 
reputation.

Until recently, it was hard to persuade the C-suite 
that ESG criteria were of value. Now it seems 
directors are struggling to cascade the importance 
of protecting the environment and mentoring 
employees down to the operations teams.

What is increasingly obvious for shipping, which 
needs to attract financial investment for expensive 
and transformational projects, is that providing no 
awareness of ESG criteria will play badly with the 
investor community. Having no targets or presenting 
targets that lack ambition will suggest the business 
falls short of the mark.

What’s also obvious is that shipping will need to 
attract talent in a highly competitive recruitment 
marketplace. Future employees will look for 
corporate attitudes and behaviours that match 
their own aspirations. Companies that can’t offer 
a snapshot of their ESG journey will be 
overlooked.

So who should care about ESG? Anyone who wants 
to remain in business in 2030 and beyond.
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MARKETS:

Capes experience renewed 
strength on Brazilian activity
CAPESIZE earnings rose to their highest level in 
three months as activity from Brazil gained traction 
leading to a more positive tone in the Atlantic 
market.

“Brazil has been very active with miners picking up 
vessels coming in with ballast from the Far East to 
carry their iron ore to China,” Fearnleys said in a 
note.

The Norwegian shipbroker sees an improvement on 
this route of almost 7%, while the overall basket is 
up by 2%.

“As of now, the number of capes able to load in Brazil 
for the end August and into September is very 
limited and expectations of a further increase in 
levels is strong.”

The average weighted time charter on the Baltic 
Exchange rose 4.4% to $38,217 per day from a week 
ago to the highest level seen since mid-May, while 
the capesize index increased by 194 points to 4,608 
points at the close on Thursday.

Though the Brazil segment saw a solid increase, the 
Western Australia route has been slow over the 
week, with the weekly fixtures falling behind the 
average of 24 fixtures per week to 20 fixtures per 
week, Braemar ACM figures reveal.

Market participants are however worried about the 
Delta variant of coronavirus continuing to spread 
throughout Asia, as there is a risk that the supply 
chains across the region will encounter further 

disruptions and put pressure on Chinese steel export 
volumes and the underlying demand for raw 
materials.

Meanwhile, Chinese attempts to reduce, at least 
marginally, its reliance on Australian iron ore, were 
unveiled during the second quarter of the year.

While the total seaborne volumes fell by 2%, 
Australian shipments discharged in Chinese ports 
dropped by 5%, according to Ocean Analytics. At the 
same time, Brazilian shipments increased by 2%.

Ocean Analytics founder Ulf Bergman claims that 
the decreasing volumes of iron ore discharged in 
Chinese ports are also contributing to inventories 
being reduced.

In the two largest Chinese ports for iron ore, 
Caofeidian and Jingtang, the stockpiles show 
signs of shrinking, he said citing data from 
Tathya.earth.

“A pick-up in construction activity following the soft 
patch of the summer could see steel demand 
increasing and, with portside iron ore inventories 
trending lower, a recovery in imports could be on 
the cards,” Mr Bergman said.

Moreover, iron ore imports are poised to rise on a 
month-on-month basis soon as the Chinese 
government has finally been successful in driving 
down iron ore prices. The government often works 
to drive down prices before then ramping up 
purchases.

IN OTHER NEWS:
US sanctions Iran-linked Liberia-
flagged tanker
THE US has blacklisted Liberia-
flagged very large crude tanker 
Oman Pride (IMO: 9153525) for 
breaching secondary sanctions on 
Iran via its links to the Islamic 
Revolutionary Guard Corps. It was 
part of an international oil 
smuggling network used to ship oil 
to East Asian countries, the 
Treasury department said in a note.

The tanker, along with the 
Monrovia-registered owner 
Bravery Maritime Corp, is 
connected to Mahmood Rashid 
Amur Al Habsi, the US Treasury 
Department’s Office of Foreign 
Assets Control said in an update 
to its Specially Designated 
Nationals list yesterday.

Mr Habsi, an Omani oil broker, 
“has facilitated the sale and 

shipment of Iranian oil through 
his companies to obscure the 
IRGC-Quds Force’s 
involvement”, the statement 
said.

“Al Habsi’s companies have 
transported shipments worth 
tens of millions of dollars.”

Three companies linked to him 
were blacklisted. Two were based 
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in Muscat, Oman, and another in 
Romania.

The 1998-built VLCC was 
reflagged to Liberia from India in 
June 2020, after its sale to 
Bravery Maritime Corp. The 
previous beneficial owner was 
Athens-based Times Navigation, 
and beneficially owned by the 
John Karageorgis family, 
according to Lloyd’s List 
Intelligence.

Heidmar diversifies in dry bulk and 
technical services
HEIDMAR, the tanker pool 
operator and commercial 
manager, is diversifying into the 
dry bulk sector for the first time, 
as well as into medium-range 
product tankers and technical 
services, as it emerges from a 
period of flux.

Chief executive Pankaj Khanna, 
who acquired full ownership of 
Heidmar last November, told 
Lloyd’s List that the tanker fleet 
under management had already 
been quietly rebuilt from a nadir 
of five vessels to 25 tankers 
today.

Several the vessels are 
understood to have belonged to 
the former fleet of Ocean 
Tankers, part of the Hin Leong 
empire that crumbled last year.

But clients also include a roster 
of well-established shipowners 
from various countries.

Vessels are operating in two 
pools — for suezmaxes and for 
long range two tankers — while 
Heidmar, which has offices in 
Athens, London and Singapore, is 
also performing direct 
commercial management for 
some 10 of the tankers, including 
very large crude carriers.

The company’s scope is now to 
be significantly widened, Mr 
Khanna said, including Heidmar’s 

first-ever activities in the dry bulk 
sector.

HMM bounces back to black
SOUTH Korea’s HMM has warned 
the global supply chain will 
remain strained as a result of 
terminal congestion, capacity 
constraints and increased 
demand for cargo.

“The spread of coronavirus 
variants and insufficient 
vaccination programmes in some 
countries can have put 
consistent pressure on global 
trade, causing considerable 
uncertainty,” HMM said.

Reporting its results for the first 
half of the year, HMM said it had 
deployed 38 extra loaders in the 
past year to help ease capacity.

“HMM will continue to deal with 
market changes flexibly and will 
contribute to stabilising the 
logistics flow worldwide,” it said.

It had also invested in 125,000 
teu of new dry and reefer 
equipment, with 98,000 teu of dry 
boxes already delivered and the 
remainder of the order due by the 
end of the year.

But the snarled-up supply chain 
has been good for HMM’s 
previously shaky finances.

The line turned around a 
Won37.5bn ($32.2m) loss into a 
Won364bn net profit in the first 
half of 2021 on the back of 
“highly elevated” freight rates 
and stronger volumes.

NYK: Crimson Polaris had over 1,600 
tonnes of fuel oil on board
MORE than 1,600 tonnes of fuel oil 
on board Panama-flagged Crimson 
Polaris (IMO: 9370783) could 
potentially leak into the ocean.

The vessel charterer NYK Line 
said the split woodchip carrier 
was loaded with about 1,550 

tonnes of heavy oil and around 
130 tonnes of diesel oil when it 
ran aground near Hachinohe in 
Japan on August 11.

It later split into two with an oil 
spill confirmed because of the 
casualty.

NYK said the amount of leaked 
oil remained unidentified so far.

“The Maritime Disaster 
Prevention Center is continuing 
to control the oil spill using 
oil-treatment agents and 
adsorption mats. In addition, as 
soon as oil is confirmed to have 
drifted to the coast, oil recovery 
companies are prepared to 
perform beach cleaning,” said the 
Japanese shipping group.

A crack that initially occurred 
between the No. 5 and No. 6 
cargo holds at the rear of the 
vessel deteriorated, leading to 
the hull eventually splitting into 
two.

Vessel attack reported off Somalia
An unidentified vessel has been 
reported as attacked off 
Somalia.

United Kingdom Maritime Trade 
Operations, part of the Royal 
Navy, reported that a vessel was 
attacked 100 nautical miles 
northeast of the Somali capital, 
and just 5.7 nm from the coast, at 
0745 hrs local time.

Maritime Security Centre Horn of 
Africa, the European Union’s 
anti-piracy mission, said four 
attackers on a skiff exchanged 
gunfire with the vessel’s armed 
guards and came within half a 
nautical mile of the vessel.

It said the attackers turned 
away toward the coast after an 
hour.

The vessel and crew were said to 
be safe.
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Neptune P2P, a security firm, 
said that if confirmed, the 
attack would be the first 
reported off the Somali coast 
since the attacks on fishing 
vessels Adria (IMO: 8919489) 
and Txoriargi (IMO: 9286724) on 
April 21, 2019.

It was not disclosed if the ship 
was a fishing boat or a general 
cargo ship.

Security analysts said too few 
facts were known to speculate on 
a return of Somali piracy against 
international vessels.

Neptune P2P urged ships to 
exercise “extreme caution” and 
remain vigilant at all times.

UKMTO declined to comment.

Classified notices follow
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