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Daily Briefing
Leading maritime commerce since 1734

Thursday August 17, 2023

Congestion and transit 
delays worsen for drought-hit 
Panama Canal

CONGESTION IS WORSENING at the Panama Canal as the isthmus 
battles record drought and water shortages that have lengthened 
waiting times to more than 20 days for bulk carriers, amid continued 
restrictions on daily booking slots.

The Panama Canal Authority (ACP) capped transits at 32 per day in 
late July, from 36 under normal conditions. It will continue to limit 
maximum draft to 44 ft, or 13.41 metres in the coming months.

There were 216 vessels over 5,000 dwt at anchor on the Atlantic or 
Pacific sides or transiting the canal on August 16, including 73 bulk 
carriers, Lloyd’s List Intelligence data showed.

That compared with 186 vessels on August 1, and 165 ships at the beginning 
of July, data show. This time last year about 160 ships were waiting.

Last week the authority said it would temporarily change its rules to let 
more ships without a booking use the canal, under a new booking 
condition in place until August 21. On August 1, Evergreen’s 156,175 teu 
Ever Max (IMO: 9935208) had to offload part of its cargo at the Port of 
Balboa to be carried by land to Colon Container Terminal, losing the 
canal $40,000 in transit tolls.

ACP said the drought’s severity and recurrence had “no historical 
precedence.”

Xeneta chief analyst Peter Sand said shippers faced a two-week delay 
for goods as the waiting time grew from 12 days to 17 last week because 
of the cap on transits.
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“Whatever slack the canal had in June-July is gone 
now,” he told Lloyd’s List.

Sand said it was still early days in terms of carriers 
redeploying ships. But they are pushing for canal 
surcharges.

He said there was still an uptick in container spot 
rates seen in all routes from the Far East to North 
America, “defying gravity” in the face of 
fundamental market overcapacity that has pushed 
overall rates down.

“That to me is pure sentiment, pure nervousness,” he 
said.

Other factors, including recent labour disruption in 
the US, made it hard to single out the effect of any 
one variable, he added. “People are super sensitive, 
they’re not sure how to read the market right now.”

Bulk carriers
Braemar said in a note yesterday that the latest bulk 
carrier delays are being reported at well over 20 
days.

Daily booking slots have been reduced to 14 transits, 
from 23 in normal conditions, according to Braemar, 
which said containerships and gas carriers were 
taking up the slots as costs rise.

It said 80 bulk carriers were either in anchorages, 
transiting or waiting to transit the canal, up from 59 
at the end of July, with the biggest increase in 
congestion from supramax and ultramax ships.

“We expect many vessels will now ballast through 
the Suez Canal or around the Cape to avoid facing 
long wait times and high costs for pre-booked slots,” 
Braemar said.

There were 90m tonnes of bulk cargo shipped 
through the canal last year; 66m from tonnes from 
the Atlantic to the Pacific and 24m tonnes from the 
Pacific to the Atlantic, according to ACP.

The trade artery connecting two major oceans 
recorded just over 14,200 transits for the 2022 
financial year, earning $4.32bn in revenue for 
Panama. Locks used some 58% of the Panama Canal 
Watershed last year.

US cargo flows show little change
Despite worries about the canal, US-based shippers 
told Lloyd’s List they were yet to see much impact on 
cargo flows there.

For the past two years containers have been shipped 
from Asia to the US east coast and US Gulf coast 
ports rather than to West Coast container terminals. 
Speculation that flows could start to move back west 
have not been borne out.

Retail Industry Leaders Association supply chain 
vice-president Jess Dankert said she had not seen a 
“massive shift” back to the west coast.

But Dankert said if the Panama Canal drought 
persisted and restrictions prolonged delays, it could 
tilt shippers’ decisions.

“You can work around and mitigate the potential 
impacts from a relatively short-term disruption,” she 
said.

“But if it drags out and becomes the status quo, it 
turns into more of a decision-making factor that 
impacts where freight’s being routed.”

Paul Brashier, vice-president of drayage and 
intermodal at ITS Logistics, said some cargo that 
shifted from the US west coast up to Canada 18-24 
months ago was migrating back, primarily to the 
ports of Los Angeles and Long Beach. However, he 
had not seen a pronounced movement of cargo back 
from the east and US Gulf coasts.

“As far as volumes returning to the west coast [from 
the east and Gulf coasts], we haven’t seen any 
significant change in bookings,” he told Lloyd’s List.

“There’s going to be some spot freight that might be 
going back to Los Angeles and Long Beach from the 
east coast. But from what we’re seeing on our side, 
you get two to three years into certain supply chains, 
and they mature that much. You can’t just rip that 
freight out of the east coast.”

US imports nudged upwards in July as year-to-date 
volumes continue to track pre-pandemic levels.

Inbound volumes across all US ports rose 5.1% from 
June to 2.18m teu last month, according to a report 
by logistics and supply chain software provider 
Descartes. That is a 13.6% decrease from the near-
record levels of last July and 0.5% below the same 
period in 2019.

Year to date, volumes are up 1.7% compared with the 
same period in 2019.

The Marine Exchange of Southern California said 41 
fewer boxships called in the ports of Los Angeles 
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and Long Beach in July compared with the historical 
average of 2018-2019. This was attributed in part to 

larger ships warranting fewer port calls, but also to 
cargo diversions and reduced demand.

WHAT TO WATCH

Box shipping faces bumpy path to 
normalisation
THE container shipping sector is likely to see a 
tough couple of years ahead but is still on course to 
revert to a more normal state of affairs following the 
upheaval of the pandemic years.

“The market is now more or less in the situation we 
had before the exceptional years and we are levelling 
off to something we could call a new normal in liner 
shipping,” AXS Marine vice-president Jan 
Tiedemann said in an online panel discussion.

“In relation to the past few years the situation looks 
lukewarm or even ice cold in comparison, but in the 
longer term we expect to see a more normal trend. 
The market is not great at moment, but it is still 
developing.”

The box shipping sector has seen a rapid retreat 
from the highs of 2021 and 2022 that were caused 
by high demand and supply chain congestion. 
Freight rates have returned to pre-pandemic levels 
on many trades and carrier finances have taken a 
hit, with some even starting to report quarterly 
losses.

But all of this was predictable, according to Hapag-
Lloyd chief executive Rolf Habben Jansen.

“We saw the dip since last autumn which we all 
knew was going to come,” he said.

“We always said it would come in the second half of 
2022 and since the beginning of this year I’ve said 
we’d expect a little bit of a recovery in the peak 
season. It is not strong, but our volumes are up. But 
it is a completely different market to the past couple 
of years.”

The sector would now return to what it had been 
before the pandemic, he added.

“If you look at it in the longer term it is still a fairly 
healthy industry. Volumes might not be growing at 
10% a year like we had 20 years ago but world trade 
will continue to grow and we’ll see growth in this 
industry.”

But even if volumes grow, the sector faces a problem 
with capacity after carriers went to the yards during 
the boom years to replenish their fleets. The global 
orderbook stands at nearly 30% of the existing fleet, 
with record capacity due to be delivered this year.

This was something of a necessary evil, according to 
Tiedemann.

“Shipping needs to tackle the energy transition with 
newer, more modern ships,” he said.

“Irrespective of fuel choice, there is the question of 
moving the fleet on to more efficient tonnage and 
getting energy consumption down.”

In the short term that would be challenging as more 
tonnage came on to the market than was warranted 
by volume growth.

“But there are pockets of the world fleet that are 
ageing and are at the end of their lifetime,” he said. 
“So it depends if you see the orderbook in a one-year 
horizon or a 10-year horizon.”

Hapag-Lloyd has 22 ships on order, but Habben 
Jansen said the situation now was not as bad as in 
2009, when the orderbook reached 55% of a much 
younger fleet.

“Scrapping will go up but there is another element in 
that we have new environmental rules that mean 
capacity will be absorbed,” he said.

In previous cycles where capacity has overshot 
demand growth, container lines have resorted to 
undercutting each other to secure volumes. But that 
was less likely this time around, Tiedemann said.

“Many carriers have learned there is not a benefit to 
starting what has proved to be ruinous competition 
and overstretching themselves,” he said.

Habben Jansen was also adamant there would not 
be a return to self-defeating price wars.
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“We are definitely trying to make a return on all the 
investments we have made and our results reflect 
that,” he said.

“For us it is clear that we continue to generate money 
with the business we are running otherwise we will 
lack the money to invest in the future.”

This, he hopes, will see box shipping moving away 
from periods in its past when it was unable to even 
cover the cost of its capital.

“That has been a challenge in our industry and 
always will be because it is a cyclical industry. So, 
there will always be periods where that remains a 
challenge,” he said.

“Hapag-Lloyd was getting close to earning its cost of 
capital before the pandemic, so I think we were 
going in the right direction. I still think that across 

the cycle it is possible. It is not easy and not 
everybody will make it.”

But both Tiedemann and Habben Jansen are 
“cautiously optimistic” over the long-term future of 
container shipping.

“Volumes will continue to grow as the world 
continues to internationalise,” Tiedemann said.

“The business model for liner shipping is stable in 
the long run simply because there is no alternative 
to liner shipping.”

Habben Jansen said that while the next couple of 
years could be “bumpy” compared to the past two 
years, it would still come back stronger.

“When we look at 2027, I think we’ll be happy with 
where we are,” he said.

Surge in long range two tanker orders leaves 
market with ‘boat bloat’
OIL Brokerage has warned of “boat bloat” for the 
long range two tanker sector, saying that the blowout 
in newbuilding orders for this vessel type will see 39 
delivered in 2025, the most ever in a single year.

The orderbook had some 46 LR2 orders and nine 
aframax orders so far in 2023, according to a report 
from the London-based brokerage citing IMO 
numbers issued this year to date.

Aframax tankers used for crude shipments are the 
same size, while LR2 vessels with coated tankers are 
mostly used for refined product shipments.

The orders contracted this year are the most in a 
decade, when 57 LR2s were ordered in 2013, 
according to Oil Brokerage.

Regulatory uncertainty combined with an ordering 
impasse between shipowners and charterers unwilling 
to agree longer-term deals to back tonnage investment 
saw the fleet-to-orderbook ratio for the global tanker 
sector plunge to 30-year lows earlier this year.

But a resurgence in ordering activity has altered the 
trajectory. Shipbroker Braemar lists the orderbook 

for LR2s at 92 — a fleet to orderbook ratio of 22% 
— and uncoated aframaxes at 25.

Shipowners have said previously that the high 
number is not concerning as many of the LR2s on 
order may actually end up trading as uncoated 
aframaxes, where the fleet-to-orderbook ratio is a 
more rational 4%, according to Braemar’s monthly 
tanker market statistics published on August 3.

Ordering for medium-range tankers is also on the 
increase with the fleet to orderbook at 10%, with 176 
contracted, Braemar figures show. The fleet-to-
orderbook ratio for suezmax tonnage is 9% and 2% 
for very large crude carriers.

Owners had taken a particular fancy to LR2s 
because the Russia-led recalibration of oil trades 
had boosted demand and rates for that vessel type, 
Oil Brokerage said.

LR2 shipping 90,000 tonnes of refined products 
from the Middle East Gulf to northwest Europe and 
the UK were earning $27,315 per day, according to 
the Baltic Exchange.



Page 5

ANALYSIS

Pragmatic shipping players will not be cured 
of ‘impure’ thoughts
WHEN it comes to investing, among US-listed 
companies lately there has been an increase in 
thinking outside the box.

As the pun suggests, prime instances of that include 
containership companies that have been looking 
beyond their traditional sector in recent 
acquisitions.

But it goes for a number of publicly traded 
shipowners across several sectors and is a trend 
that, going on past form, is unlikely to increase 
shipping’s stock very much on Wall Street. Except, of 
course, whenever such management choices help 
make investors rich.

The misalignment between the shipping industry’s 
traditional leaning towards diversification, as a key 
tool to help it ride market cycles, and the capital 
markets’ pronounced preference for single-sector, or 
“pure-play”, shipping companies is a recurring 
source of friction between shipowners and investors.

Navios’ Angeliki Frangou probably put the shipping 
case for diversification best back in 2021 when she 
said that a diversified entity was a more “logical way 
of investing in shipping rather than boom and bust 
where you have a couple of years of good markets 
and then nuclear winter”.

Prior to this, Frangou — at one stage at the helm of 
five different publicly-listed companies under the 
Navios brand — had been a poster-woman for 
keeping different types of vessel in different baskets.

But she had eventually concluded that “this doesn’t 
work”.

In a series of transactions, the franchise’s master 
limited partnership Navios Maritime Partners 
absorbed affiliates focused wholly on tankers, 
containerships and dry bulk carriers, becoming the 
second-largest US-listed shipowner.

Today, Navios’ corporate presentations continue to 
double down on the diversified nature of its fleet, 
citing not only the involvement in the three different 
segments of the shipping industry, but also the fact 
that the consolidated fleet spans more than 15 
distinct classes of vessel.

The fact that Navios Partners is an MLP and should 
be more focused on steady returns to investors 
allows for a greater degree of agnosticism about its 
tonnage than with most companies.

Another diversified shipping MLP that has largely 
escaped opprobrium for running a mixed fleet is 
Capital Product Partners. Capital started out on 
Nasdaq, as its name implies, with a focus on product 
tankers, but it has transitioned to become an owner 
of modern containerships and liquefied natural gas 
carriers.

Perhaps Frangou’s ideological makeover has helped 
liberate others, as there has been a flurry of recent 
examples of listed shipowners stepping across 
sectors, and in a couple of cases stepping back and 
forth seemingly at will.

However, there have also been extreme sectoral 
dynamics at play behind many of the companies’ 
decisions.

This has been particularly evident in the container 
sector, where long-term boxship specialists 
Costamare and Danaos have both dipped decisively 
into dry bulk as a more promising use of excess cash 
piled up during the containership boom a couple of 
years ago.

In 2021, Costamare delved repeatedly into the 
market to buy more than 40 bulkers, ranging from 
handysizes up to kamsarmaxes. It has since added 
two capesizes to its owned fleet.

Since last year, it has complemented the move by 
forming an operating platform, Costamare Bulkers, 
which has so far chartered-in another 56 bulkers, 
with the emphasis on larger vessels.

Second-quarter results made it plain the company has 
yet to see much profit from its investment in the 
sector. But it also has made clear it is committed 
“long-term” to dry bulk and sees the fundamentals 
positively.

Apart from putting investors’ money to work in 
another sector, the decision was clearly a reaction to 
the over-pricing of boxships and the sector’s 
overhang of new orders that the industry may 
struggle to absorb. For good measure, Costamare 
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has also ploughed cash into a leasing business, 
Neptune Maritime Leasing.

More recently, fellow Greece-based containership 
owner Danaos has acquired a significant chunk of 
stock in the New York-listed ultramax and supramax 
owner Eagle Bulk, making it the current largest 
investor in the company.

Danaos acquisation

Last week, Danaos followed this up with 
confirmation it has agreed to acquire five capesizes 
put up for sale by China Development Bank 
Financial Leasing.

It’s going back further than most investors’ 
memories, but in 2006 when Danaos was initially 
listed on the New York Stock Exchange, the fleet 
included bulkers and, while the main focus was to be 
container shipping, it was up-front about looking for 
opportunities to reinvest in dry bulk as well.

“The fact that we decided to terminate our dry bulk 
activities was because we saw much greater 
opportunities in the container sector,” founder and 
chief executive John Coustas recalled.

“Now we see more opportunities in dry bulk and 
hence we have re-entered the market.”

Coustas admitted “there is pushback” due to 
investor preference for pure-play companies.

On the other hand, he saw that this did not 
necessarily mean valuations of diversified 
companies suffered in comparison with others.

He cited a sprinkling of publicly listed containership 
owners, both ‘pure’ and diversified, that “trade at 
almost the same discount” to net asset value.

“Investors have the ability to exit their positions if 
they believe management does not perform as 
expected,” he noted. But, especially in cases such as 
Costamare and Danaos, where management is also 
the company’s largest shareholder, they “may trust 
management to invest in areas of their expertise to 
increase profits.

“Many public companies reinvented themselves and 
I don’t see why we need be different,” he said.

Outside the container sector, Nasdaq-listed Castor 
Maritime, that came to prominence in 2021 with a 
spree of bulker- and tanker-buying, has also bought 
a significant stake in Eagle Bulk and ranks second 
among its shareholders, after Danaos.

Lloyd’s List | Daily Brie ing Thursday 17th August

Castor appeared to be adhering to the markets’ 
pure-play mantra when it spun off its tankers in a 
new listed entity, Toro Corp, earlier this year. That 
has left it with a current fleet of 18 bulkers and two 
containerships.

On the Toro side, though, things have fast become 
more diverse. Not only has the new company 
diversified into gas shipping with the acquisition of 
four LPG carriers but, shortly after Castor’s 
investment in Eagle Bulk, Toro invested $50m in 
convertible preferred shares issued by Castor, 
putting a hefty chunk of the tanker spin-off’s free 
cash back into dry.

Even modest product tanker specialist Pyxis 
Tankers has been unable to resist the siren call of 
dry bulk opportunity.

The Nasdaq-listed owner of four medium-range-two 
tankers a couple of weeks ago announced it was 
buying 60% of an ultramax bulk carrier, saying that 
it represented a better investment than MRs, for 
which prices are currently deemed “too high”.

The remaining 40% of the incoming bulker will be 
owned by a company related to Pyxis’ chairman and 
chief executive, Valentios (‘Eddie’) Valentis.

Unfair criticism

According to Harry Vafias, founder of StealthGas 
and recently two more publicly listed companies, 
pragmatism is important in an industry as cyclical 
and volatile as shipping, and much of the criticism 
leveled by investors is “unfair.”

StealthGas was launched as a pure LPG carrier 
owner in 2005 but over the next few years the fleet 
diversified modestly with several product and crude 
tankers. A tanker fleet of three MR2s and one 
aframax had remained stable alongside the LPG 
carriers since 2010 but was finally spun off at the 
end of 2021, with the formation of Imperial 
Petroleum.

StealthGas succinctly summarised the investor-
centric view on mixing different types of tonnage as 
the reason for the move: “Given the different nature 
of risk that tankers and gas carriers bear, the 
strategic move of separating these two asset classes 
will give shareholders the flexibility to adjust their 
holdings according to the sector in which they want 
to invest and the timing in the cycle,” it said.

The move restored StealthGas as a pure-play LPG 
carrier owner, but the approach with Imperial has 
been more flexible.
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Amid stellar first-year profits, it was not long before 
Imperial acquired four bulkers,

In June, the new company spun off two of its four 
handysize bulkers to another newly listed entity, C3is, 
which has made Vafias the sole Greek shipowner 
currently to lead three publicly listed companies.

But C3is itself has already become a diversified 
owner, with Imperial selling it an aframax tanker, 
Stealth Berana (IMO: 9437672), for $43m.

Vafias acknowledged that such moves tended to 
draw criticism from some investors, but “there is 
always logic behind what we do.”

In the case of Imperial’s dip into bulkers, dry bulk was 
a countercyclical play that represented better value. “A 
private company would always try to be countercyclical 
but it’s often misunderstood,” he said. “Many investors 
are day-traders and they don’t have the patience for a 
countercyclical investment to play out.”

Rather, “they need good news and positive 
momentum hopefully for a stock to gain 30% in a 
single day and sell.”

A lot of the positive buzz currently is around tankers 
but that did not necessarily make for the shrewdest 
investment.

“There is no right or wrong. If you make money then 
[investors] are happy and they don’t focus so much 
on it. If you lose money, then it’s different,” Vafias 
said.

An illustration of that occurred only last week 
during an Imperial Petroleum earnings call when 

Vafias was fenced with an investor complaining that 
the company had acquired a bulker from a Vafias-
related party and then took an impairment loss on 
the vessel.

When Vafias countered that there had been no 
complaints earlier when the company had acquired 
tankers from affiliates and had doubled its money on 
them, the investor conceded “that worked out very 
well.”

For StealthGas the pure-play route had been 
successful, with the company enjoying one of its 
best-ever years and quadrupling its profits. But 
Imperial, despite mixing it up, had also succeed, he 
argued. “We started off with four ships and debt. 
Now we have doubled the fleet and have no debt.” At 
mid-year, Imperial also had cash of nearly $100m. 
“We must be doing something well,” he quipped.

“The only problem is that if you are not pure-play 
you will lose a few potential investors. They don’t 
want to have to analyse more than one sector per 
company.

But they like pure-plays for their own benefit, not 
the benefit of the company,” he said.

While that may raise questions about whether 
investor culture is really as positive an influence for 
sustainability as it is sometimes projected to be, at 
the end of the day results are likely to be what marks 
an investable company from one that is not.

For every publicly traded owner that has felt 
impelled to diversify, there is at least one in every 
sector of the shipping market that is a pure play for 
investors to turn to if they don’t like it.

MARKETS

Africa could benefit from supply chain 
diversification
AFRICA needs significant investment in 
infrastructure to improve its chances as a supply 
chain destination, according to a new report into the 
continent’s potential from the UN Conference on 
Trade and Development.

“This is Africa’s moment to bolster its position in 
global supply chains as diversification efforts 
continue,” Unctad secretary-general Rebeca 
Grynspan said.

“It is also an opportunity for the continent to 
strengthen its emerging industries, foster economic 
growth and create jobs for millions of its people.”

African countries’ abundance in minerals and 
metals vital to decarbonise the global economy 
make the continent an attractive destination for 
manufacturing, particularly as geopolitical and 
economic frictions compel manufacturers to look to 
diversify their production locations.
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“In recent years, global supply chains have come 
under immense pressure as a result of 
unprecedented trade turbulence, economic 
uncertainty, geopolitical events and natural 
disasters,” Unctad said.

“Consequently, these supply chains were severely 
disrupted. This has led key players to re-examine 
ways to strengthen supply chain resilience.”

This in turn created an opportunity for African 
economies to heighten their involvement in global 
supply chains, it added.

Unctad pointed to several industries that had come 
under pressure during the supply chain crisis, from 
semi-conductors through to the electronics and 
automotive industries, all of which required the use 
of critical minerals and high-tech metals for 
manufacturing and services.

“Africa, which boasts an abundant supply of raw 
materials with utility in the energy, automotive and 
electronics sectors, could provide an opportunity for 
the diversification and resilience of global supply 
chains by offering a new regional market for 
businesses and industries in their quest to further 
expand their supply chain relationships,” Unctad 
said.

Africa also offered advantages such as shorter and 
simpler access to primary inputs, a younger, 

technology-aware and adaptable labour force, and a 
burgeoning middle class with growing demand for 
more sophisticated goods and services, Unctad said.

But it warned that venturing into Africa as a supply 
chain destination would require “enormous 
investment” in infrastructure, human capital and 
technology.

“The state of infrastructure development is not yet at 
a standard and quality comparable to other 
developing and emerging countries, and is one of the 
main barriers to logistics and supply chains on the 
continent,” it said.

National policies had focused on extractive 
industries and a reliance on external inputs adding 
little value to domestic supply sectors.

“As the interest of potential investors and global 
suppliers to deepen their footprint across the 
African continent is carved out, incentives to invest 
in and build partnership with local suppliers and 
customers will be key,” Unctad said.

“National and regional initiatives to scale up 
financing for infrastructure development and 
improve logistics performance in Africa, such as the 
African Union Programme for Infrastructure 
Development in Africa, are promising and can 
strategically enhance the integration of African 
economies into regional and global supply chains.”

Zim looking to minimise cash burn ahead of 
soft peak season
ZIM is focused on minimising cash burn as it 
expects no material freight market improvement in 
the second half of the year amid a soft peak season.

The Israeli carrier reported a net loss of $213m in 
the second quarter, compared with a $1.3bn gain in 
the same period last year during the heyday of the 
pandemic’s shipping boom. On an adjusted basis, it 
reported an earnings per share loss of $1.37, below 
Jefferies’ loss estimate of $1.03 per share and the 
consensus of $0.92 loss per share, missing analysts’ 
expectations for the second consecutive quarter.

Zim maintained its recently revised full-year outlook 
of earnings before interest, taxes, amortisation, and 
depreciation between $1.2bn to $1.6bn and an ebit 
loss between $100m and $500m. That downward 
revision was made in July due to the freight market’s 
persistent weakness.

Still, Zim has a robust cash position of $3.2bn to 
cushion it through the downturn.

“We continue to take proactive steps to respond to 
current market realities, with a focus on minimising 
costs while optimising our commercial strategy,” 
chief executive and president Eli Glickman said in a 
statement.

“We have taken action to rationalise our existing 
capacity and routinely review our services to adapt 
our network to customer preferences and identify 
new commercial opportunities.”

Chief financial officer Xavier Destriau told investors 
in an earnings call that the company expected a 
soft peak season despite the recent uptick in freight 
rates, expressing caution on whether they will 
stick.
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He also noted that while the transpacific had been 
seeing steady gains lately, other trades — like the 
transatlantic — had been soft.

In the second quarter, Zim captured a freight rate of 
$1,193 per teu, down 67% from the same period last 
year, although volumes increased by a slim 0.5%.

The weak rates environment in the second quarter 
led Zim to carry more volumes on the spot market as 
it resisted signing contracts on terms it found 
unfavourable.

Zim finished the quarter with 30%-70% contract to 
spot allocation, whereas its preferred allocation is an 
even split.

Destriau said that the decision appeared correct 
given the recent rise in spot rates, although the 
company expressed caution on the sustainability of 
these increases.

Zim’s costs per teu in the second quarter according 
to Jefferies were $1,758 (including lease payments), 
although the analysts expect costs to continue 
moderating as industry inefficiencies improve and as 
it replaces its older vessels with “low-cost” 
newbuildings.

The Haifa-based company is in the middle of a fleet 
renewal programme it says will significantly 
improve its cost structure and support long-term 
“profitable growth”.

This includes an addition of 48, mostly dual-fuel 
LNG vessels, eight of which have already been 
delivered this year.

Meanwhile, Zim redelivered seven ships in the 
second quarter as part of its capacity 
“rationalisation” and has 13 more charters ending by 
year end and a further 34 charters ending in 2024.

“It is important to highlight at the delivery of this 
modern, cost-efficient vessels will replace smaller, 
less cost-effective tonnage,” Destriau said.

Destriau told Lloyd’s List in an interview that the 
newbuildings being delivered this year and in 2024 
would be chartered for 10 years or more with 
extension options.

He said the new vessels would be “core” assets for 
Zim in the long-term, while the majority of its 
vessels would remain on shorter charters, in line 
with Zim’s “asset-light” strategy.

Western Bulk expects dry bulk headwinds in 
near term
WESTERN Bulk Chartering pointed to overall fleet 
growth of 2.7% in 2023 versus a demand growth of 
0.5% in the second half of the year.

“The market has been more depressed and returning 
to normal seasonality,” the Norwegian company said 
in an earnings statement, adding that it had “made 
investments in volume” and repositioning of vessels 
between basins.

Western Bulk, which is listed in Oslo, swung to a net 
loss of $4.8m in the first six months of the year, 
compared with a net profit of $37.4m for the same 
period in 2022. It decided against a dividend.

The company increased its fleet to 138 ships at the 
end of June. It averaged 125 in the first half of 2023, 

up from an average of 113 vessels in the first half of 
last year.

It would expand its chartered fleet given the “right 
market circumstances and opportunities”.

The expanded fleet, which could be scaled up to 
150-160 managed vessels, was seen as a positive by 
Norwegian investment firm Arctic Securities which 
said that it found the “timing to be quite good given 
the low expectations seen in the time charter 
market”.

It expects no market rebound until 2024, when low 
fleet growth (1.4% in 2024 and 1.8% in 2025) will 
help limit supply.

Flex LNG expects tightening market as winter 
closes in
FLEX LNG, a unit of shipping billionaire John 
Fredriksen, expects LNG rates to firm amid 

tightening capacity, especially for modern tonnage, 
as winter approaches.



Page 10

Spot rates for modern tonnage climbed to nearly 
$100,000 per day by the end of June, where they 
have since stabilised. Fixtures for winter coverage, 
however, have been reported closer to $200,000 per 
day, the Norwegian company said.

European gas storage levels were projected to 
approach the 90% mark earlier than anticipated, 
lending support to floating LNG storage freight rates 
as well in the coming months, it said.

About 88% of the current market are relets.

The longer-term market is also seen as strong, with 
brokers reporting three-year rates at about 
$120,000 per day. Furthermore, elevated 
newbuilding prices and higher interest rates provide 
a foundation for higher long-term rates, with brokers 
quoting 10-year contracts at about $100,000 per 
day.

Cheniere has reportedly declared its first option for 
Flex Vigilant (IMO: 9862475) this week, with the 
200-day extension period taking the expiry to the 
second quarter of 2031. While the fixed rate was not 
reported, Arctic Securities believes that $85,000 per 
day could have been agreed.

Flex also noted that the market outlook remains 
upbeat despite concerns over a bloated orderbook, 
which is sitting at 50% of the fleet.

According to Flex, global trade volumes reached 
202.5m tonnes in the first half of the year, marking a 
2.5% increase from the same period in 2022. Europe 
remains a significant driver of global demand 
growth, with an additional 5.1m tonnes imported. 
LNG supply is expected to reach 425m tonnes by the 
end of 2023.

Newbuilding orders have declined, with a total of 36 
new ships ordered in the year to date compared with 
66 in the same period last year.

The current orderbook stands at 310 ships, 
according to Flex, with most (277 vessels) slated for 
long-term charters.

A substantial portion of the orderbook is slated for 
delivery within the next 24 months, and as new LNG 
capacity is expected to come online only after 
late-2024, the influx of new tonnage could soften 
spot and short-term rates near term, Flex said.

IN OTHER NEWS
Boxship departs Ukraine using new 
corridor
POST-panamax boxship Joseph 
Schulte (IMO: 9605243) has 
become the first civilian ship to 
depart a Ukrainian seaport since 
the Black Sea Grain Initiative 
ended in July.

Ukraine infrastructure minister 
Oleksandr Kubrakov tweeted this 
morning that the Hong Kong-
flagged ship was proceeding 
through the corridor.

Joseph Schulte had been 
stranded in Odesa since February 
23, 2022.

Political tension and regulatory 
pressure could break up container 
alliances
THE current system of container 
alliances may have to be 
reformatted in the years ahead 
on account of political tensions 

and regulatory pressure, two 
leading shipping lawyers have 
argued.

The comments from HFW 
partners Anthony Woolich and 
Matthew Gore come after a 
similar warning from Vespucci 
Maritime chief executive Lars 
Jensen at Journal of Commerce’s 
TPM conference in Long Beach 
earlier this year.

Within the sector itself, the break-
up of the 2M grouping of Maersk 
and MSC — which will be 
discontinued from January 2025 
— is already being widely 
heralded as a harbinger of 
change.

Jiangsu Lianyungang Port terminates 
private placement to SIPG
JIANGSU Lianyungang Port has 
terminated a private placement 
with Shanghai International Port 

Group for up to Yuan1.5bn 
($210m).

Underwriter China Securities 
withdrew the application to the 
Shanghai Stock exchange, citing 
“various factors, including 
external changes in the capital 
market”, according to an 
exchange filing on August 15.

Under the plan announced in 
March 2022, SIPG was to put in 
up to Yuan 1.5bn and receive 5% 
of the shares in Lianyungang 
Port. Both port groups are 
Chinese state-owned.

Cargo shortage now most common 
claim for bulkers carrying grains, says 
Swedish Club
CARGO shortage now accounts 
for almost two-thirds of claims 
for bulkers carrying grains, 
according to a new publication 
from the Swedish Club.
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The finding is based on analysis 
of the marine mutual’s own 
statistics, covering 200 cases 
over a five-year period, and 
found that shortage claims 
contributed 63% to the overall 
tally.

About 70% of these shortage 
claims occur due to 
discrepancies between the 

vessel’s figures and shore 
figures, with most claims arising 
in north Africa.

Euronav orders new VLCC for $112m
BELGIAN tanker owner Euronav 
has agreed to buy one very large 
crude carrier newbuilding for 
$112.2m, with the option for a 
second to be lifted in the next 
two months.

It expects the ship to be delivered 
in the third quarter of 2026. The 
deal came with “highly 
favourable” payment terms and 
schedule, it said.

Brussels-listed Euronav earlier this 
month reported its best-ever 
second quarter operating earnings 
excluding Covid spikes driven by 
counter-seasonal spot rates.

Classified notices follow
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