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specialist GreenSteam THERE IS NO question of people being unable to heat their homes this
winter, according to reassurances from Britain’s energy secretary

Maersk invests in alternative fuel Kwasi Kwarteng.

start-up

Samskip expands with Baltic But despite Mr Kwarteng’s warm words — and we mean the expression

acquisition literally here — it might be prudent to pop out to Marks & Spencer and

pick up a couple of their tasteful woollen cardigans, just in case.

What is clear is that the UK — a country where 85% of homes rely on
gas central heating — is facing a huge shortage of gas this winter, and
there are similar reports from elsewhere in Europe.

A quadrupling of world market gas prices has left many energy
suppliers in a position where they cannot supply energy, or at least not
break even doing so. Some have already gone bust, and scores are
expected to follow suit.

The big picture causes are complex, ranging from the kind of weather
patterns we used to call ‘unseasonal’, but which could now be the new
normal thanks to climate change, to the machinations of Russia’s
pipeline diplomacy, and even a fire at a major processing plant in Siberia.

The obvious quick fix solution would be to turn to energy shipping and
make up shortfalls with liquified natural gas purchased on the open
market. Britain is already a big-time buyer anyway, with LNG moved
by sea making up almost 40% of gas imports.

But, as Lloyd’s List reported this week, this isn’t happening. Only one
LNG carrier is due to arrive in the next two weeks, and vessel calls to
main regasification terminals so far in the third quarter are down 75%
on 2020.
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What seems to be happening is that most of the
25-35% of global LNG production that is not
accounted for by long-term offtake agreements is
heading to Asia, primarily China and Japan, which
are willing to stump up more money than we are.

There is still some hope. Many available vessels are
simply declaring themselves ‘for orders’ rather than
stating a next destination, so it is conceivable that
some at least are heading towards the UK.

If that turns out not to be the case, it is no
exaggeration to what could happen as a national
emergency, and for many, a matter of life and death.
Despite the existence of winter fuel payments,
thousands of pensioners die of hypothermia each
year

There are extraordinary measures the government
could take to keep the radiators on, including
ordering industrial users to curtail use so that retail
consumers get priority. But the consequences of that
would obviously be deleterious at a time when the
economy is trying to get over Covid-19.

Some of the UK’s plight also seems to result from past
policy, including a 2017 decision to close its main gas

storage site, cutting storage capacity from 15 days of
winter demand to just four or five. That step now
looks imprudent, and may need to be reversed.

Consideration should also be given to the port
infrastructure side of the question. Britain has just
three functioning LNG terminals right now, two at
Milford Haven and one on the Isle of Grain, with a
fourth on Teesside in mothballs. Some analysts
suggest expansion might be desirable.

More sensationalist publications are already
suggesting that Britain is heading for a rerun of the
1970s, up to and including widespread blackouts and
even a three-day week.

It may already be too late to avoid a bad outcome
like that in the months ahead, but there are lessons
to be learned if recurrences are to be prevented. If
politicians like Mr Kwarteng need incentives here,
they should remember that few things are as
electorally inexpedient as high energy bills.

Ensuring continuity of supply should be an obvious
priority for any sane national energy security policy,
and LNG shipping and it needs should be part of the
mix.

WHAT TO WATCH:

FMC chairman urges ocean carriers
to improve their public relations

OCEAN carriers serving the US need to do a much
better job at explaining the economics of container
shipping, and the industry’s essential role in
supporting commerce.

They should also think twice about imposing
surcharges at a time of spiralling freight rates and
bumper profits.

That is the message from Federal Maritime
Commission chairman Daniel Maffei, who says
container lines should raise their profile in
Washington and with the wider public to avoid bad
press and rectify many misunderstandings.

Container lines have failed to seize a unique
opportunity to demonstrate how they have kept global
trade flowing during lockdowns and other pandemic-
related restrictions, according to Mr Maffei.

Instead, most attention is focused on soaring ocean
transport prices, port logjams, equipment shortages,
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and container repositioning costs that are hitting US
exporters, with ocean carriers widely regarded as
the main culprits responsible for supply chain
disruption.

If there is an opportunity to tell their critics about the
challenges faced by the industry, “it is an opportunity
not being taken by the carriers,” he says. “They are
their own worst enemy in a lot of ways in the US.
Most of them don’t have people who go to the
government, or public relations representatives.

“They avoid the mainstream media as much as they
can. They are not well known .. and that is a big
challenge for them.”

Furthermore, container lines then levy additional
fees at a time when they are obtaining record high
rates in the spot market and earning huge profits.

“That makes no sense to a lot of the shippers,”
said Mr Maffei. “Those kind of actions do no good
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from a PR sense. It makes the entire industry
look bad.”

Speaking on the weekly Lloyd’s List podcast in a
personal capacity as one of five commissioners, he
advises container lines to “step up” and respond to
the criticism.

“I am not saying the chief executives should do a
media tour of the US.” But when it comes to some of
the extra fees that have been imposed, Mr Maffei
tells industry leaders “to put your common sense cap

”

on.

The FMC has asked container lines to explain their
congestion-related levies amid an outcry from
beneficial cargo owners, many of which have built
their business models around low transport costs.
Most of these extra charges have been filed with the
FMC in line with regulatory requirements.

But while carriers may be following the letter of the
law, “boy, they are not following the spirit of it”, says
Mr Maffei.

Neither has enough effort been made by carriers to
engage both with customers and politicians and
show how container shipping helps to facilitate a
sizeable portion of the US economy.

Yet when he talks to chief executives, Mr Maffei
finds they usually have a good story to tell.

“So I say to them, ‘Get that out there, let people

9

know’.

Some container lines, including Maersk and Cosco,
have become more image conscious and much better
at public relations, but overall the container shipping
industry still needs to make more of an effort, he
said.

But shippers, too, need to have a better
understanding of market dynamics and realise that
freight rates have been driven to unprecedented
heights by demand, and not by any sort of collusion.

A registered Democrat, Mr Maffei was appointed
chairman of the FMC earlier this year after
President Joe Biden took office, and now finds both
himself and the Washington agency overseeing an
industry caught up in the most extraordinary
market circumstances ever witnessed by either
carriers or their customers.

And while lines have been the target of much flak
from both cargo interests and their political
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representatives, with an Ocean Shipping Reform bill
now before Congress, Mr Maffei is warning shippers
not to expect a return to the extremely low freight
rates of the past.

Many smaller and medium-sized businesses have
essentially counted on the exceptionally cheap
shipping costs, and now find that their business
models have been turned are upside down. And that
is before the cost of decarbonisation starts to be
factored in.

“Shipping has been underpriced for decades,” says
Mr Maffei, reflecting chronic over-capacity
exacerbated by state subsidies in parts of the
world.

But even if more ships are built in response to
volume growth, that will only have a limited impact
since the rest of the supply chain, from ports and
terminals, to inland transport and warehousing, is
under severe strain and stretched to the limit.

For that reason, Mr Maffei says he does not expect
to see a return to rock-bottom freight rates, but
neither does he think higher shipping costs will have
a significant impact on final retail prices, given that
ocean costs still only account for a small share of the
total, even at today’s inflated levels.

Container lines have had a difficult relationship with
shippers over the decades, while regulators have also
tended to regard the industry with deep suspicion.
Much of this dates back to when lines were allowed
to discuss and set freight rates collectively through
the conference system which formed the backbone of
liner shipping from well before the advent of
containerisation.

Europe finally outlawed conferences in 2008 but
granted a block exemption from competition rules to
consortia which enable lines to form vessel sharing
alliances and cooperate in other ways, as long as
there is no price collusion.

But as the industry consolidated, with the handful of
remaining global carriers forming giant alliances
straddling several deepsea trade lanes and
jurisdictions, so distrust between the various sides
resurfaced.

That was in evidence in 2017 when the US
Department of Justice served subpoenas to the
heads of the world’s top lines during a meeting of the
Box Club in San Francisco. The case was
subsequently dropped, but the Box Club has since
been closed down after 50 years.
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The World Shipping Council was set up by lines to
represent the interests of the industry in
Washington and other capitals, while there have also
been attempts in the past to launch promotional

campaigns. But for the most part, container shipping
has preferred to keep a low profile, with industry
bosses tending to steer clear of too much personal
attention.

Shipping needs a unified voice,
not an incoherent squeak

SPEAKING with a single unified voice as an
industry is objectively, fundamentally a good idea.

Nobody disagrees with it.

The power to lobby inter-governmental bodies with
clarity on macro issues, focus funding and
collaboration, and represent industry interests with
transparency and influence, should all rank high up
on the priority list of any sensible stakeholder.

“So why is shipping always the ‘Johnny-come-lately’
of international debate?” asks Mark O’Neil,
president of shipmanagement association
InterManager and chief executive of Columbia
Shipmanagement.

“I'm arguing that we need a voice at meetings like
the COP26 climate summit — the reality is we don’t
even have a squeak.”

It is not the first time Mr O’Neil has bemoaned
shipping’s lack of influence, but he has recently been
using industry platforms to promote the creation an
‘International Maritime Committee’ as a potential
solution to this perennial problem.

This proposed new body would comprise
representatives from all maritime sectors with a
presidency rotating between member organisations.
In Mr O’Neil’s vision, this ‘IMC’ would collate all
relevant views and opinions from within the various,
diverse maritime sectors, presenting the results of
informed industry debate to governments making
decisions that will impact how shipping operates in
the future.

Much like a ‘round table’ of industry organisation in
fact. But to be clear, he is not talking about the
existing Round Table of industry associations, which
only represents a fraction of the industry’s sectoral
input and crucially has denied InterManager
membership.

“There is a crying need for greater collaboration
between those bodies that govern the various
aspects of the industry,” he says. “We need to
influence the debate when it comes before the
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governments who decide. At the moment, we have
various bodies all doing their part for their
members, but those members represent only a part
of the industry. We need our industry views put
across in a single voice.”

Given the acronym soup of industry associations all
competing for attention, with often conflicting
agendas, that ideal of a unified voice is a tall order.

Then there is the argument that the industry needs
necessarily detailed debate that is not reasonably
diluted to a single industry voice, regardless of the
forum in which it is discussed.

“These organisations perform absolutely necessary
work at a micro level and we need to be able to
discuss specific niches at subcommittee level for the
industry to operate, but there are so many areas
from crew welfare and safety to decarbonisation
where we just need that macro voice.

“The detail argument is self-serving — the
International Maritime Committee could work
alongside all of the good work that goes on at a
micro level, but it would be able to correlate,
consolidate, and collaborate and give the industry a
powerful voice.”

As for the International Maritime Organization
being the central forum for debate, Mr O’Neil points
out that the United Nations system is not equipped
to represent the views of industry.

It is a place where “all the best of intentions go to die
in a morass of subcommittees diplomacy”.

A few years back, such maverick protestations from
the InterManager presidency would probably not
have made much of a splash, such was the staid and
steady reputation of the shipmanagement sector.

But shipmanagers have found themselves at the
epicentre of the pandemic-induced crewing crisis
that has required a dramatic step change in terms of
collaboration and dynamism from the sector’s key
players. As a result, InterManager’s standing within
the industry has been elevated.
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When crews started dying for want of oxygen on
board vessels, it was InterManager’s collective
procurement that knocked down costs from $2,00
per unit to just $800 and ensured that members
were able to carry two cylinders per vessel.

“It’s a small example, but it’s indicative of the way we
are able to bring about change.”

Mr O’Neil has rapidly become one of the most
outspoken voices in the industry during the health
crisis, but he denies the charge that he has become a
maverick.

“We are duty bound to say the unpalatable and
the controversial if it’s for the right reasons.
There is no point in InterManager if it’s not going
to tackle issues head on and deal with them,” he
said.

“I don’t want to get the end of my presidency and
say, you know what, we had a few nice meetings and
dinners, but in reality achieve diddly squat... people
can be too sleepy, they can be too engaged in their
own inward-looking issues — we need to get things
done.”

ANALYSIS:

Evergrande woes likely to impact

dry bulk demand

LONG-TERM demand for dry bulk commodities
could be hit by the impact of the Evergrande
situation, even though analysts largely agree that the
short-term impact of the debt woes of China’s largest
property developer has been muted for spot rates.

At the beginning of the week, when the debt default
crisis became apparent, with downgrades by leading
credit ratings agencies that had a knock-on effect on
equity markets on concerns of contagion, there was
a sell-off in the dry bulk forward freight agreement
markets, according to Braemar ACM.

The October capesize contract shed some $3,000 in
value, hitting an intra-week low of $43,000, while
the Calendar 2022 contract dropped by about 5% to
under $25,000.

But in recent days the near-dated contracts quickly
recovered, reaching fresh highs, as an ever-
tightening Pacific market continued to propel
capesize spot rates skyward, the brokerage said.

Despite a rebound in the first-quarter contract, Cal
22 remained 3% below the highs reached this
month, indicating “some concerns remain for
demand later in the year”.

“At a time when China is trying to reconcile its
geopolitical ambitions with slowing growth rates, we
believe that it is firmly in the government’s interests
to act quickly to prevent the situation from
deteriorating,” Braemar said in a research note.
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It said more serious risks lie in the longer-term
prospect for China’s economic growth if the property
sector sees a lengthy slowdown.

It is widely reported that the company agreed to
settle repayments on a domestic bond, allaying
fears.

Braemar added that even if struggling firms are
bailed out, tougher conditions for developers “will
likely translate to less aggressive expansion, fewer
speculative housing projects and a shift in the
Chinese economic growth model”.

The “multiplier effect” on infrastructure was another
key area where the slowdown could impact shipping,
it said.

“If growth expectations are downgraded, there will
of course be a knock-on effect on demand for dry
bulk commodities, particularly those relating to
construction and heavy industry, such as iron ore,” it
concluded.

According to Arrow Shipbroking, the property sector
accounts for 30%-35% of steel demand in China,
which means if there is a sharp downturn, China’s
dry bulk imports will take a hit, particularly those
related to steel.

However, it is also a significant contributor to the

Chinese economy, accounting for about a quarter of
the domestic output. It is a sector in which the
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majority of the population’s wealth is tied up.

“A disorderly collapse of Evergrande and a potential
wave of developer failures would have significant
economic and social consequences that the
policymakers would undoubtedly want to avoid,” it
said in a research note.

“We believe a more realistic and likely scenario is a
managed restructuring in which other developers
take over Evergrande’s ongoing projects in exchange
for a share of its land portfolio”, meaning
construction would continue, with a minimal impact
on dry bulk demand, it said.

On the other hand, the property market in China
has been slowing for some time now, with a drop in
sales leading to lower construction probably felt in
the coming quarters.

That means China’s demand for construction-related
commodities will undoubtedly cool, but not collapse,
according to Arrow.

BIMCO’s chief shipping analyst Peter Sand echoed
similar views, saying that the Evergrande issue is

one of concern for longer-term dry bulk demand,
given China’s dominance.

It signals the peak in housing and infrastructure
may be behind us, given that the lion’s share of
migration from countryside to the urban mega cities
happened in the 2010s, and although more is to
come, it will be at a slower pace, Mr Sand said.

However, the news does add to changes underfoot in
China’s economy and policies over the coming
decade, such as easing carbon emissions by 2030
which will likely lead to lower coal imports,
combined with weakness in steel production and
consumption, he said.

“The easing of China’s growth rates won'’t put a
dramatic end to the current strong freight levels, but
a gradual slide can be expected” going forward, he
added.

Part of the strength in the dry bulk market at
present can be attributed to pandemic-related
inefficiencies causing capacity to be snarled up in
congestion outside ports in China, at a time when
global economies recover from the pandemic.

MARKETS:

Boxship charterers need to ensure
all contracts work together

RETAILERS who charter boxships in a bid to beat
slot shortages will need to ensure contracts work
together across all participants in the supply chain,
according to legal experts.

The warning comes after a number of big box stores
— reportedly including Amazon, Ikea, John Lewis,
Walmart and Home Depot — have turned to
charter markets in a bid to ensure shelves remain
well stocked ahead of the peak Christmas sales
period.

Some of the practical hitches have been discussed in
earlier articles on the Lloyd’s List website, including
safe ports, demurrage, consequences of cargo
spillage and potentially unexpected ancillary costs
such as fuel and port charges.

Other pitfalls identified by Matt Wilmshurst, a
London-based partner with law firm HFW, include
the need for appropriate indemnities to protect the
retailer for loss or damage.
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These might include, for example, indemnity from
the container terminal covering damage to the
chartered vessel, for which the retailer may be liable.

“Retailers intending to charter vessels will be
contracting with a number of supply chain participants
— vessel owners, port agents, and container terminals
at origin and destination — and will then largely be
reliant on these supply chain participants to undertake
and discharge obligations that the retailer may owe
under other contracts,” he added.

“With the right contracts in place, but more
importantly, with the correct information and
documents being produced at the right point in time,
the majority of catastrophic type claims can be
avoided or the effects mitigated.”

Retailers cannot control things such as congestion
and weather, which can lead to significant
demurrage costs, and need to ensure that their
manufacturers will have cargo ready to load.
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They will also need to ensure their property
insurance programme will still cover loss of or
damage to goods in a chartering situation.

Julian Clark, global senior partner at Ince, said that
retailers leasing or buying boxes, chartering vessels
or even becoming shipowners in their own right
should follow the old adage of ‘be careful what you

“Any owner, operator or P&I club manager will tell
you how time intensive and complex the handling of
demurrage, unsafe port, detention, fines, and
environmental claims can be,” he said.

“I suspect that an existing owner challenged by one
of these retail behemoths may respond in the same
way Rocky did to Cubber Lang in Rocky III before

wish for’.

he knocked him out: Go for it.”

IN OTHER NEWS:

Convention breaches placing
seafarers’ lives at risk, says IMO
THE International Maritime
Organisation says countries
have contravened several
international conventions by
refusing to disembark and
provide medical care to
seafarers, but stopped short of
naming those governments
placing the lives of critically ill
crew at risk.

Along with its sister United
Nations agency the International
Labour Organisation, the IMO
said seafarers still faced
difficulties accessing medical
care even if it was "a matter of
life and death” as port authorities
refused them permission to come
ashore because of stringent
quarantine and immigration
restrictions.

Countries had a legal obligation
to render assistance to seafarers
in distress, including medical
assistance under three IMO
international conventions —
Safety of Life at Sea, Maritime
Search and Rescue, and
Facilitation of International
Maritime Traffic, the statement
said.

LR acquires hull performance data
specialist GreenSteam

LLOYD's Register said it has
acquired a UK-based data
intelligence business which uses
machine learning to improve
vessel performance.

GreenStream will be integrated
into LR subsidiary i4 Insight, a
digital platform that allows
shipowners, operators, and
charterers to access insights on
vessel performance and fuel
consumption across their fleets.

The move comes three months
after LR divested its Business
Assurance and Inspection
Services division, and focused
attention on risk, technical
advisory, commercial efficiency,
vessel performance, and voyage
optimisation services.

Maersk invests in alternative fuel
start-up

MAERSK Growth, the investment
arm of AP Moller-Maersk, has
taken a minority stake in US-
based Prometheus Fuels, a direct
air-capture start-up.

“Prometheus Fuels is developing
a very exciting and innovative
technology to produce

carbon-based electro-fuels from
direct air capture of CO2," said
Maersk head of decarbonisation
Morten Bo Christiansen.

“Electro-fuels are expected to play
a key role for the decarbonisation
of shipping and, if scaled
successfully, Prometheus Fuels'
technology will address a key
constraint for carbon based
electro-fuels — namely the cost
competitiveness of direct air
capture.”

Samskip expands with Baltic acquisition
SAMSKIP, the European shortsea
specialist, has boosted its
operations with the acquisition of
Lithuanian Baltic operator Sea
Connect.

Sea Connect, which operates
three ice-class containerships
serving Russia, Lithuania,
Denmark, Germany and the
Netherlands, will be renamed
Samskip Sea Connect.

“This acquisition strengthens our
position in Russia, in the
Netherlands and across a range
of key Baltic ports in between,”
chief executive Kari-Pekka
Laaksonen said in a statement on
the Samskip website.

Classified notices follow
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