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Billion dollar box lines have 
cash to burn

THE FULL HOUSE of container line results is yet to be completed, but 
from those already published, it is fair to say that the second quarter of 
the year will be the best on record.

That record will likely stand for no more than a quarter of a year, 
however. With the traditional peak season already in full flow, no signs 
of rates or volumes retreating, and congestion reducing the amount of 
available capacity, container lines will likely make even more money in 
the next quarter than they have done in this.

Drewry has put the likely range of carrier operating profits this year at 
$80bn-$100bn, and figures so far indicate that they will run to the 
higher end of that estimate.

Moreover, net profits are running at a staggeringly high level. Maersk 
put aside $3.7bn in the second quarter and $6.5bn over the first half of 
the year. A $10bn annual profit is entirely possible. By contrast, in 2019 
its post-tax profit was $509m.

Maersk is the biggest of those that publish results, but all lines are in a 
similar position, and likely to be sitting on nine-figure profits by the 
end of the year.

Even industry veterans with memories of previous booms can recall 
nothing like it. Container shipping, long the graveyard of 
shareholder funds, has shocked everyone with its ability to make 
money.

The question now is what will the sector do with the cash burning a 
hole in its pocket?
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The last time container shipping was doing well, 
between the entry of China into the World Trade 
Organization in 2001 and the global financial crisis 
in 2008-09, container lines turned to the shipyards 
to absorb their excess earnings.

Volume demand was growing sharply, and the way 
to win customers was to have capacity that could 
carry their cargo. By the end of that decade, the 
orderbook was a staggering 60% of the existing 
fleet.

It seems unlikely that this will be repeated. One 
thing the lines learned early in the pandemic was 
that when demand falls, removing capacity quickly 
is critical to maintain rates.

Ship orders
There has been a rush to the yards since last 
summer, with around 5m teu ordered and the 
orderbook ratio, which stood at under 10% last year, 
has doubled.

Carriers to date are relaxed about it, pointing to 
several mitigating factors. Scrapping has been 
limited over the past few years and will pick up 
again in any normalisation of the market. New 
environmental regulations will force slow steaming 
of older tonnage, effectively removing capacity from 
the market. And having some more slack in the 
system would help, given the current situation in the 
supply chain.

So, while there will, inevitably be more orders, the 
mad rush to overcapacity would appear an unlikely 
place for money to be spent.

Another means of spending has traditionally 
been mergers and acquisitions to increase scale 
and reduce competition. The years between 2014 
and 2019 saw a massive spate of mergers and 
outright acquisitions that reduced the number of 
lines significantly. In 2010 it was possible to talk 
about the top 20 global carriers. Today there are 
nine.

Those that remain have settled into their positions 
and there seems little rhyme or reason for further 
consolidation among the top players. It is only 
outside the major lines, in the space where regional 
and feeder line operate, that there could be some 
movement.

But here the deals would be small. There are no lines 
in that market that could command the $4bn that 
Maersk paid for Hamburg Süd, for example, or the 
$6.3bn Cosco spent on OOCL.

There is scope for acquisitions outside of further 
consolidating the box shipping sector, however. 
Maersk, and to a lesser extent, CMA CGM, have 
made advances into the logistics and forwarding 
business.

Maersk has reinvented itself as an “integrator of 
container logistics”, bringing its own Damco freight 
forwarding business under the Maersk brand and 
acquiring warehousing, customs brokerage, and 
last-mile delivery businesses.

CMA CGM, while not going quite as far, sees value in 
integrating its Ceva Logistics acquisition with its 
container shipping business and recently launched 
air freight services.

“Investing in air cargo services is another — perhaps 
more obvious idea — after several decades where the 
lines have cannibalised other shipping sectors,” said 
BIMCO chief shipping analyst Peter Sand.

“Low-value cargoes are flowing back to multi-
purpose and dry bulk in particular. But air freight is 
a popular alternative for the higher-valued cargoes.”

But Green Consulting chief executive Lars Green 
warned that the path to vertical integration could far 
exceed current profits.

“Areas such as inland logistics, terminals, IT, 
airplanes, rail and warehousing tied to the supply 
chain should be boosted on a global basis in a 
coordinated way which would require R&D, 
competence and leadership on a level not seen 
before,” he said.

Maersk has spent close to $1bn in its two latest deals 
and has $4bn set aside for capex over the two years 
to the end of next year.

Paying debts
There are also debts to be paid down. Carriers 
from Hapag-Lloyd to Zim have made huge steps 
in reducing their loan obligations. But it only 
makes sense to pay off high-interest debts, and 
most balance sheets are looking relatively 
healthy.

Others have some way to go, with CMA CGM still 
reporting more than $17bn in debt, including lease 
commitments.

Shareholders might also like to get a slice of the pie, 
after a decade of sending good money after bad. This 
too, will absorb funds. Maersk has extended its 
long-running share buyback scheme, and others 
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have increased dividends and introduced special 
dividends to reward loyal investors.

Elsewhere, there is still plenty to spend on 
digitalising and greening the sector.

“The most critical areas are new fuel and cyber security, 
both requiring massive investments,” said Mr Green.

A more cautious approach for carriers may, however, 
be to do nothing. Shipping is nothing if not cyclical.

If the past 18 months have taught anything, it is that 
nothing can be forecast reliably. While the recent 
unpredictability has benefitted carriers, who knows 
what the next will bring.

The congestion issue propping up rates will, at 
some point, be resolved. That coupled with a 
reduction in consumer demand, for whatever 
reason, could lead to a relatively rapid reversal of 
fortunes.

The next black swan event may not be quite so 
beneficial for carriers. And if the tide does turn 
against them, retained profits will provide a buffer 
to ease the transition.

“Geo-politically things escalate dangerously with 
another ‘brave new world’ around the corner,” Mr 
Green said.

“That’s not a bad time for a big pillow.”

WHAT TO WATCH

Come back Samuel Plimsoll, shipping 
still needs change for the better
NINETEENTH century shipowners evidently 
loathed Samuel Plimsoll, the eminent Victorian who 
gave his name to both the load lines seen on hulls to 
this day and the world’s first uber-cool sneaker 
brand.

In his time, the Liberal MP and radical pamphleteer 
was the foremost advocate of shipping safety, and 
the prime mover in many of the 50 or more acts of 
parliament designed to improve seafarer survival 
chances between the 1870s and the 1890s.

Plimsoll — almost certainly a Lloyd’s List reader 
— successfully advocated common sense measures 
that have saved countless lives since.

Yet the history books record the well-funded 
lobbying efforts mounted by the keep-shipping-
dangerous brigade as they were rolled out.

The arguments against will be strangely familiar 
to those following maritime regulatory debates 
today.

The aims may be laudable, the owners of the era 
maintained. But much as we would love to adopt 
them, doing so would put us at a disadvantage to our 
rivals.

State intervention in the workings of the free market 
is always to be deprecated, gravely undermining 
owners’ responsibility to keep their ships well found. 
And besides, what of the ruinous expense?

Yet legislation clearly was urgently needed. In 
Plimsoll’s day, the term “coffin ship” was in common 
usage, and for obvious reasons.

Hull premiums sometimes went as high as 30%, on 
the basis that marine insurers could still turn a 
decent profit on vessels with a one in four chance of 
sinking.

It is thanks to Plimsoll that it became an offence for 
a ship to set to sea in an unseaworthy condition, and 
that vessel names must be marked legibly and not 
changed without notifying the flag.

But he remains best known for the introduction of 
load lines in the Merchant Shipping Act of 1876.

Hundreds of British ships responded by flagging out. 
Others were more inventive; one unrepentant owner 
inscribed the device on his ship’s funnel, completely 
circumventing the intended effect.

In the century that followed, Plimsoll’s instincts 
ultimately prevailed, not just in Britain but 
worldwide.

Egregious disregard for the lives and limbs of 
seafarers has been mostly eradicated, if somewhat 
more recently than it is convenient for our industry 
to remember.

However, false triumphalism must be avoided. Only 
last year, the Office of the United Nations High 
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Commissioner for Human Rights opened an 
investigation into human rights abuses in the 
shipping industry, centring on alleged exposure to 
toxic chemicals without prior consent.

The crew change crisis has seen innumerable 
breaches of the Maritime Labour Convention, largely 
through force of circumstance rather than malign 
intent per se, but no less real for all that.

Crew abandonment cases reached a record high 
last year, with 76 instances involving more than 
1,000 seafarers. Excessive working hours, low 
pay, bullying and harassment are more common 
than they should be and forced labour is not 
unknown.

Missing data
Many flag states are failing to publish accident 
investigations with any alacrity. Around 40% are not 
publicly available four years after the occurrence of a 
casualty.

Safety standards in the breaking yards of southeast 
Asia are utterly scandalous, and the English courts 
are soon to decide the extent of shipowner 
culpability in this matter.

Finally, shipping is — a few more progressive companies 

aside — still laggardly in its efforts to combat climate 
change.

Greenhouse gas emissions will continue to rise for 
years to come, and the International Maritime 
Organization does not regard net zero as a realistic 
outcome in the lifetime of most people reading this.

Moves towards sustainability have been grudging, 
and largely driven by regulatory and customer 
pressure.

Many of the flimsier rationales against shipping 
doing the right thing would have been familiar to 
our industry forebears.

Supposedly ruinous expense remains an ever-
popular excuse for inaction; unfortunately, raising 
standards does cost money, and will always put 
those who play ball at a disadvantage to scofflaws.

Samuel Plimsoll died in 1898, after a lifetime that 
took him from destitution following the failure of an 
early business venture to a house on Park Lane, then 
as now one of London’s swishest addresses.

But if he could somehow come back to life, we 
suspect his reforming zeal could still be 
constructively harnessed.

OPINION

Low earth orbit connectivity brings 
smart shipping even closer
HIGH-speed, low-latency connectivity for vessels 
anywhere in the world at a cost that meets 
shipowners’ budget is critical if shipping is to meet 
its decarbonisation targets, writes Lloyd’s List chief 
correspondent Richard Clayton.

More than that, claims satellite communications 
business OneWeb’s head of Maritime Carole Plessy. 
Shipping will not be able to achieve its ESG 
obligations without it.

The question is whether the speed, latency, and 
global coverage can be secured by geostationary 
satellites. For OneWeb and other low earth orbit 
satellite operators, the answer is no.

LEO satellites are positioned about 1,200 km above 
the earth, somewhat closer than GEO satellites, at 
about 36,000 km. As a result, the round-time for 
data to go between two points via LEO satellite is 

less than 100 milliseconds, or one-tenth of a 
second.

This is the level of connectivity required to bring 
autonomous technology to the market, to enable 
5,000 passengers on a cruiseship to connect with 
home simultaneously, to maintain mental health for 
seafarers far from shore, and to enable technology to 
monitor and, crucially, manage emissions from 
ships.

OneWeb is rolling out its network; by next year it 
will have 648 LEO satellites in position — 600 live 
and about 48 in readiness. In January 2023, 
shipping will have access to better connectivity than 
ever.

Already the offshore sector is clamouring for 
connected technology to reduce personnel on rigs 
and to cut costs. The forward-looking cruiseship 
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sector is anticipating a post-coronavirus bounce that 
will see a huge increase in demand for connectivity. 
Commercial shipping, initially the tanker sector, has 
expressed great interest in meeting CO2 reduction 
targets, and commercial fishing has jumped at the 
chance to follow the catch more closely.

The development of LEO satellite connectivity has 
also been tracked by technology solutions providers, 
including Kongsberg, Wärtsilä and ABB, because 
their futures depend heavily on improved levels of 
connectivity.

But it has not been an easy ride for OneWeb. 
Last October, the company emerged from US 
Chapter 11 bankruptcy protection, and a 
consortium led by the UK government and 
Bharti Global, a New Delhi-headquartered 
conglomerate invested $1bn. The business has 
been restructured, a new chief executive is in 

place, and several MOUs and partnership 
agreements have been signed.

Nevertheless, the vision for maritime is clear: 
high-speed connectivity with low latency at an 
affordable cost, and an eye to shipping’s medium-
term environmental and social obligations.

“Shipowners will not get better performance at 
much higher cost in 2023, it will be better 
performance at the same cost,” Ms Plessy says. 
OneWeb has set itself the goal of delivering a higher 
level of connectivity while meeting shipowners’ 
stretched budget.

It could be the missing link between many of 
shipping’s drivers — between digitalisation and 
decarbonisation, between environmental and 
governance criteria, between increasingly tech-
focused ships and remote operations centres.

Measuring maritime emissions 
demands a well-to-wake approach
IN THE interest of simplicity and staying within its 
scope of operations, instruments implemented by 
the International Maritime Organization for 
measuring greenhouse gas emissions from 
international shipping refer to the tank-to-wake 
approach, meaning solely the emissions derived 
from onboard fuel combustion, writes Matthias 
Ólafsson, manager of government and public 
affairs, Europe for the Methanol Institute.

The clear limitation of this approach is that all 
emissions associated with fuel extraction, 
production, processing, transport, purification, or 
liquefaction, refining, transporting and bunkering 
are left out of the equation. Emissions from 
upstream processes in case of the top contenders for 
the title of maritime fuel of the future, including 
hydrogen, ammonia and methanol, often represent a 
significant share of overall emissions determined on 
a well-to-wake basis.

Furthermore, fuels produced using electricity 
derived from fossil sources are deemed carbon 
neutral, despite requiring the continued extraction 
of new fossil uptake for their production. Persisting 
with a tank-to-wake approach is likely to stimulate 
the uptake of fuels such as hydrogen and ammonia 
which have zero-operational emissions simply 
because there is no carbon in the final product 
molecule, but are produced using pathways with 
significant upstream emissions, creating a false 
impression of GHG reduction in maritime transport.

The alternative, more comprehensive approach, is 
the well-to-wake method of measuring maritime 
emissions. By considering emissions related to the 
full production cycle of fuels, policy makers can have 
a more complete picture of the environmental profile 
of marine fuels and in doing so determine a path to 
true, net carbon neutrality.

Uptake of low-carbon and net carbon-neutral fuels 
can only occur in a market environment where 
upstream emissions are factored into a well-to-wake 
analysis which is also incorporated into carbon 
credits, energy policy, and suitable incentives to 
encourage shipowners to make a switch. In fact, the 
scope of IMO regulation clearly affects fuel uptake 
from production to distribution. By placing the sole 
emphasis of instruments aimed at GHG reduction 
on emissions from combustion, only the propulsion 
of fuels with low operational emissions — often 
labelled “zero-propulsion” — is rewarded.

Fuel alternatives
It is not yet widely recognised that such fuels, when 
produced from natural gas, may well consist of 
higher carbon intensity than fossil alternatives, 
because of upstream inputs. Thus, maritime 
regulations could perversely serve not to 
decarbonise maritime transport, but to shift 
emissions to upstream sectors. A key benefit of the 
well-to-wake approach is that it incentivises vessel 
owners and operators to begin using existing fuel 
alternatives such as methanol, already confirmed by 
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the IMO to deliver immediate climate benefits in the 
form of reduced SOx, NOx, PM and carbon intensity, 
in the period leading up to the IMO’s first major 
emissions reduction date of 2030.

The industry may adopt existing alternative fuels 
gradually or partially into their value chains, 
enabling vessel operators to optimise procurement 
to reflect sustainability requirements.

Once supply of carbon-neutral feedstock is more 
developed, vessel owners could adopt a full share of 
carbon-neutral fuel. This would serve as a more 
realistic and economically viable approach to 
decarbonisation, compared to the proposals for 
retrofitting many vessels to use fuels which 
currently either do not yet exist, are not 
economically viable, or both.

The approach for calculating well-to-wake emissions 
based on fuel consumption is well established, as 
LCA is frequently applied across different sectors to 
assess the environmental impact associated with all 
stages of commercial products, processes, or 
services. In fact, the EU Directive 2018/2001 already 
has in place an LCA-based GHG emission saving 
criteria and a GHG methodology for bio-based 
renewable fuels. A similar threshold exists for 
synthetic e-fuels.

With IMO’s 40% CO2 reduction target of 2030 fast 
approaching, shipping doesn’t have the luxury of 
waiting for as yet unavailable fuel technologies to 
reach technical readiness, regulatory approval, and 
availability when clean fuels are already available 
now in existing vessels as well as newbuildings, are 

readily traded on digital fuel platforms, and are 
available in low-carbon formats.

The increased integration of low-carbon and net 
carbon-neutral fuels at an accelerated rate is 
fundamental to attain the targets laid out by the 
IMO. To effectively stimulate the uptake of fuels that 
will drive the maritime industry’s energy transition, 
policymakers must employ mechanisms that 
account for the GHG emissions of the fuel’s entire 
lifecycle. The arguments laid out by the Methanol 
Institute call for application a well-to-wake approach 
in GHG accounting of maritime transport on the 
basis of four key implications:

First, the imminent threat of climate change and the 
associated fast-approaching targets require a 
mechanism that supports the uptake of sustainable 
fuels without delay. Second, policy should present 
investment signals to foster innovation and 
renewable power generation at scale to address the 
reduction of GHG emissions based on the entire 
environmental profile of fuels to avoid incentivising 
the large-scale reallocation of GHG emissions to 
upstream fuel production processes.

Third, the burden of decarbonisation should 
belong to the entire maritime sector. Finally, not 
only should policy present investment signals, it 
should also incorporate incentives. It is not 
sufficient that the IMO includes well-to-tank 
emissions only for information purposes and 
continue to regulate tank-to-wake in isolation. The 
IMO needs to ensure that carbon emissions in the 
Carbon Intensity Indicator are reported on a 
well-to-wake basis.

ANALYSIS

Bulk carriers continue to 
enter the boxing ring
THERE is little doubt that dry bulk carriers are 
drawing strength from the box shipping boom, 
effectively marking a sudden reversal of the long-
term process of containerisation in place since the 
1960s.

The chronic physical shortage of containers as well 
as soaring freight rates over the past year is 
accelerating the process of many bagged, and 
typically containerised, commodities finding their 
way into the conventional bulker market.

Cosco Shipping Logistics, the logistics arm of the 

state conglomerate, for example, said it had 
recently arranged a shipment of steel bars for its 
client Jiangsu TG Tools on a dry bulker.

It not only helped to save the manufacturer the 
trouble of securing scarce slots, but also “cut the 
shipping costs by about 50%”, said the Cosco 
unit.

And this is not the first time the company has done 
such a thing. Earlier this year, it shipped 2,000 
tonnes steel coils for another customer using the 
same method.
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There are more cases. Its sister company Cosco 
Shipping Specialised Carriers used the 27,300 dwt 
bulker Feng Huang Song (IMO: 9416757) to haul 
2,166 tonnes of bagged walnuts and sunflower seeds 
from China to the Red Sea in March to avoid the 
container logistics turmoil.

While the extra workload and risks for changing the 
shipping mode have led to resistance from ship 
operators, many dry bulk owners have spread their 
wings into these commodity segments, resulting in a 
significant increase in bagged commodities being 
hauled by bulker carriers.

There was a 130% increase in grains and oil seeds 
shipments from the US in bulk carriers over the first 
seven months of 2021 when compared with the same 
period in 2019, or pre-pandemic levels, according to 
Ocean Analytics citing Oceanbolt data.

Similarly, steel shipped in bulkers surged by 97% 
year on year during the January-July period, scrap 
cargoes by 110% and fertilisers by 102% when 
compared with the corresponding period in 2019.

The assessment suggests that this shift in approach 
has been a contributing factor for the rise in 
ultramaxes and handysize rates, now hovering 
around $35,000 a day.

Precious Shipping managing director Khalid 
Hashim accepted that the recent trend is assisting 
demand for the dry bulk market and boosting the 
freight rates.

Lloyd’s List previously reported that a number of 
other cargoes including chemicals in bags, semi-
finished steel parcels, bagged rice and lumbar have 
been spilling to bulkers.

The fact that US lawmakers and federal authorities 
are getting involved probably serves as good 
circumstantial evidence of US exporters facing 
reliability issues with the container sector, Ocean 
Analytics founder Ulf Bergman said.

“For agri-commodities, a shift appears to be mostly 
US-centric, with the year-on-year growth of grains 
exports on board bulkers out of US ports being in a 
different league compared with the global trade 
during the past 14 months.”

The Phase One trade deal between Washington and 
Beijing, in combination with strong demand for 
grains and oilseeds, has seen Chinese buyers 
purchasing record volumes from US farmers as they 
have depleted their stockpiles.

And that momentum will likely ramp up the use of 
dry bulkers, even without the disruption in the 
container shipping sector, said Mr Bergman.

But he reckoned that the urge by container 
carriers to rapidly reposition their empty 
equipment to the more lucrative fronthaul trades 
have played an important role in facilitating the 
130% surge.

The Shanghai Containerised Freight Index, 
published by Shanghai Shipping Exchange, shows 
that average spot rates on the China-US west coast 
trade, using Shanghai as a base departure port, 
stood at $4,433 per feu for the first seven months of 
2021, up from $1,616 during the 2019 period.

As for steel and scrap shipments on bulkers, in 
addition to soaring rates, some of the growth is 
likely to be attributed to other factors, Mr Bergman 
added. These include the global economic recovery 
and a change in Chinese taxation on imports of 
scrap metal.

He expected the trend to continue as long as the 
container freight rates remain high and port 
congestion keeps building.

“Low-value cargoes, such as basic steel products, 
already facing elevated production costs due to high 
commodity prices, could see rising container rates 
as prohibitive despite increasing demand and 
accentuate the trend.”

Owners look to future-proof LNG
newbuilds, but much is still uncertain
SHIPOWNERS opting for liquefied natural gas 
power are looking for ways to future-proof their 
ships, amid fears the green transition will leave 
them with stranded assets.

Tiago Braz, vice president for energy at Norwegian 
marine technology developer Hoglund, said 

newbuilding buyers hoped paying extra for features 
like stronger fuel tanks would lower the cost of 
converting a ship to ammonia or another future fuel 
in coming years.

“We see people that are looking for LNG now, but 
they are looking at what will happen in the future 
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and they are afraid that their decisions today will 
not last the whole lifespan of the vessel,” he told 
Lloyd’s List.

Mr Braz said it was unclear how much of a ship’s fuel 
system would need to be adapted until the engine 
technology progressed. But building a more resilient 
fuel tank now would be cheaper than replacing a 
normal tank later.

He said a balance had to be struck between making 
a vessel ready for anything — which would cost too 
much — and opting for a standard ship that risked 
becoming a stranded asset.

“You don’t have to be the person that decides to go 
ammonia or hydrogen or LNG. You can decide to 
have something in between that will cost you a little 
bit more later,” he said.

In July, tanker owner Euronav said it would buy four 
new LNG-powered ships it said would be could run 
on ammonia in future, for $199.2m.

Last week, chief executive Hugo De Stoop told an 
investor call that upgrades included reinforcing the 
deck to support heavier ammonia tanks, and 
positioning the piping system so that tanks could be 
fitted later without having to “open the ship like a 
can”.

“If you have an engine today and it has the 
minimum features to be converted, the conversion 
will be possible at a later stage,” Mr De Stoop said.

He said the extra cost was unknown, but “it should 
be between $10m and $15m at the beginning”, 
adding: “I think that we would only do that if we had 
a contract.”

MAN Energy Solutions head of two-stroke 
promotion Thomas Hansen said the fuel tanks on 

large LNG-fuelled containerships were often made 
to a standard that enabled them to carry ammonia 
in the future, with “little or no upgrades required”.

“By doing so shipowners reduce the capital cost of 
any future conversion to NH3,” Mr Hansen said.

“More and more ship owners are looking into 
how their newbuilding vessel designs can allow a 
more practical conversion to new fuels in the 
future.”

Lloyd’s Register global gas segment manager Panos 
Mitrou said ammonia appeared to be a key future 
prospect, but preparing for its future adoption was 
“very challenging” and many believed not enough 
was known to invest now.

Mr Mitrou said LNG-fuelled ships were no easier to 
convert to ammonia than other ship types and any 
decision to choose LNG should be based on its own 
merits.

“There’s no fuel out there which easily converts to 
ammonia,” he said. “The challenges and 
considerations will more or less be the same.”

He said of potential upgrades: “Aside from elements 
like deck strengthening, readiness investment comes 
with great uncertainty about what will be of value 
tomorrow.”

Mr Mitrou added that not all charterers were willing 
to pay for green extras, and companies had to 
choose fuels based on their trades and other 
individual circumstances.

But developments such as bio-LNG and carbon 
capture and storage, along with its cheaper price 
compared to zero-carbon fuels, made LNG “more 
diversified against several mixes of technology and 
regulatory scenarios”.

MARKETS

Does dry bulk need to worry 
about a slowdown in China?
WITH softer indicators coming out of China, 
should bulker owners who have been enjoying the 
highest earnings in more than a decade be 
worried?

The dry bulk market has so far managed to shrug off 
the news, with capesizes soaring to almost $50,000 

per day, the highest level since the assessment 
reflected the larger 180,000 dwt size in 2014.

Port congestion and inefficiencies related to 
coronavirus restrictions, especially in China, may 
even provide more support to the market at a time 
when Brazilian iron ore exports are rising.
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The average weighted capesize time charter on the 
Baltic Exchange closed Friday at $49,731 per day, a 
gain of 26% on the week and a 40% surge since the 
start of the month.

China’s steel consumption is expected to soften in 
this half of the year as the construction sector 
experiences tightening property policies, according 
to Arctic Securities of Norway. That led iron ore 
futures to slide to the lowest level since the start of 
2021, with January 2022 at $117 per tonne.

China’s steel output dropped 7% in July to 86.8m 
tonnes, the biggest year-on-year decline since 2008, 
and an 8% slump from June, according to 
shipbroker Braemar ACM, citing official statistics.

The figure represents the first indication that 
Beijing’s policies to curb carbon emissions may be 
having an effect, and expectations of weaker 
production in China have been “rippling through the 
ferrous markets” with benchmark iron ore prices 
falling 30% to $162 per tonne since April, it said.

Part of the slide can be attributed to higher iron ore 
supply particularly from Brazil, however.

Firm steel prices in China, up 24% for the year to 
date for front-month rebar futures, are an indication 
that demand is solid, Braemar said, making it 
“difficult for authorities to keep a lid on growth in 
steel output going forward”.

Slowdown trend
But industrial output of 6.4% in July year on year 
was 1.9 points lower than in June, marking the 
slowest growth rate since August last year, according 
to the brokerage. A similar slowdown trend was 
noted for retail sales and the automotive sector, as 
well as in investment growth, which could be due to 
recent outbreaks of the coronavirus hitting 
sentiment in the country.

Shipping association BIMCO noted how iron ore 
imports fell 88.5m tonnes in July, 21% below the 
same month in 2020, and the lowest level since May 
last year.

Imports in the first seven months of the year 
amounted to 649m tonnes, a drop of 1.5% from the 
same period a year ago.

“A decline in Chinese iron ore imports following 
record-breaking imports in the first six months to 
the year seemed inevitable viewing that the Chinese 
government wishes to keep emissions growth in 
check,” said the group’s chief shipping analyst Peter 
Sand. “However, as demand for steel remains strong 
in China, it remains to be seen to which extent the 
Chinese government will continue to limit steel 
supply due to environmental concerns.”

While Brazilian exports rose 14.3% to 108.3m 
tonnes in the January-to-June period, the volumes 
are still below the record 109.2m tonnes that China 
imported in the same period in 2017, he said,

Meanwhile, exports from Australia dropped 1.3% to 
244.8m tonnes in the first six months.

US-based, Commodore Research & Consultancy 
managing director Jeffrey Landsberg said that 
looking at data over the past decade, China’s iron ore 
imports have “stayed resilient during each year 
where China’s crude steel output growth came under 
notable pressure”.

In 2012, China’s steel production grew only 3%, 
while iron ore imports gained 9%, according to 
Mr Landsberg. Similarly, in 2014, when steel 
output rose 5%, seaborne iron ore intake surged 
13%.

In 2015, when steel output contracted by 2%, iron 
ore imports still expanded by 2% year on year.

“It is global iron ore production that dictates 
China’s iron ore import volume,” he said, with 
China content to buy in as much as overseas miners 
are willing to sell given the higher quality of 
imported material.

Weak iron imports in 2018, which fell 2%, and 2019, 
growing by just 1%, were led by supply issues, as 
steel output gained 10% and 7%, respectively.

IN OTHER NEWS
Ever Given takes return leg through 
Suez Canal
EVER GIVEN has braved the Suez 
Canal again as it makes its 
long-delayed return to Asia for 
repairs.

The 20,000 teu vessel, which 
blocked the key waterway for 
almost a week in late April, finally 
made it to Europe at the end of 
July.

Following cargo discharges at 
Rotterdam and Felixstowe, Ever 
Given (IMO: 9811000) has been slow 
steaming back towards the canal 
that made it infamous, reaching the 
Port Said anchorage yesterday.
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This morning it joined the 
southbound convoy and vessel-
tracking data Lloyd’s List 
Intelligence shows that as of 
0945 hrs today Ever Given was 
six miles north of Ismailia 
steaming at 9 knots.

It is currently in the two-way 
section of the expanded canal, 
north of the Great Bitter Lake, 
where it was detained for several 
months during a dispute over 
compensation between the 
vessel’s owner and the Suez 
Canal Authority.

Should it successfully navigate 
the narrow single channel that it 
grounded in, the unladen Ever 
Given will proceed to Singapore 
for repairs.

‘Severe’ supply-demand imbalance 
boosts OOIL earnings
ORIENT Overseas International 
Ltd, part of state conglomerate 
Cosco Shipping, is upbeat about 
container shipping outlook 
having posted record high 
earnings.

The Hong Kong-listed company 
reported $2.8bn net profits on 

$7bn revenue between January 
and June this year.

That represents a 2,654% and 
103.7% increase year on year, 
respectively.

Meanwhile, total volumes 
increased by 19% and revenue 
per teu increased by 74%.

“Despite our efforts to increase 
capacity, supply and demand 
have been in severe imbalance as 
a result of both stronger-than-
expected demand and also the 
numerous operational 
challenges,” said OOIL.

While the resulting surge in 
freight rates and cost control 
measures have pushed the 
company’s first half of the year 
results to its best in history, 
prospects for the second half of 
the year and early 2022 remain 
“promising”.

K Line provides vaccinations to 
Filipino seafarers
JAPANESE shipping group K Line 
has started to provide 
coronavirus vaccines to its 
seafarers in the Philippines.

The vaccinations are mainly 
being conducted by the K Line 
Clinic, operated by the company’s 
local manning partner Rayomar 
Group, for employees and staff at 
K Line Maritime Academy 
Philippines.

The latter institution is a training 
facility for seafarers in the 
Philippines. It accepts a total of 
10,000 trainees a year.

“In the Philippines, vaccinations 
are progressing slowly,” said K 
Line.

“To ensure a stable supply of 
seafarers to sustain maritime 
transportation that supports the 
infrastructure of our daily lives, K 
Line will continue to promote 
vaccinations for seafarers on 
managed vessels and staff 
working at affiliated companies 
at sea and onshore.”

There remains a long way to go 
before seafarers are fully 
vaccinated, according to data 
from 10 shipmanagers.

For classified notices please view the next page.
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