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Colombo cashes in on
Red Sea rerouting at
expense of Saudi majors

CONTAINER shipping’s extended rerouting on the east-west trades
round the Cape of Good Hope has led to a surge in traffic through the
Sri Lankan port of Colombo, while trade through Saudi Ports in the
Red Sea continues to suffer at the expense of prolonged carrier
diversions to avoid the region’s hostilities.

The impromptu shift in container line trades has led to a complete
recalibration and relocation of discretionary Red Sea transhipment
volumes serving the Middle Eastern market. Under normal trading
conditions, the lion’s share of these cargoes would be handled by the
Saudi majors, namely Jeddah and King Abdullah.

With the security risk so high, carriers have been left with no option
but to explore alternatives to ensure Middle East coverage is
maintained. As a wayport option, Colombo ticks all the boxes.

Already a major transhipment hub serving not just the Middle East but
the wider Indian subcontinent, Colombo is well equipped to handle the
ultra large box ships plying the east-west trunk trades.

More significantly, Colombo’s location in the Indian Ocean requires
only a day’s deviation for ships heading to and from the mega ports in
the Far East via the Malacca Strait on their respective head haul and
backhaul journeys around the Cape of Good Hope.

Numerous carriers have therefore looked to Colombo to fulfil
transhipment requirements.

Page 1



The world’s largest ocean carrier, Mediterranean
Shipping Company, for one has shifted considerable
cargoes to the port, which it already uses as a
regional hub. This became almost a necessity with
its Red Sea transhipment hub King Abdullah
effectively out of the equation.

One of the more significant service rationalisations
among its network came from the rerouting of its
Asia-Europe alliance offering alongside 2M partner
Maersk, the Griffin/AE55, which after omitting the
Red Sea is now calling at Colombo for onward
connections to destinations in the Middle East.

Among other carriers to announce calls in Colombo
is French carrier CMA CGM, which is now making
the stop on the return leg of its Nemo service
between Europe and Australia.

For Colombo, which handles around 7m teu
annually as one of the top 30 global container ports
as ranked by Lloyd’s List, the extra services and
callings have led to significant volume gains.

Figures from the Sri Lanka Ports Authority show
that port throughput in Colombo jumped nearly 25%
in the first quarter of 2024 to 2m teu from 1.6m teu
in Q1 of 2023.

As well as holding the position of port authority, the
SLPA also operates three of Colombo’s five terminals
in addition to holding shares in the remaining two
operated by China Merchants Port Holdings and the
public-private partnership South Asia Gateway
Terminals (SAGT), which includes APM Terminals
and Evergreen subsidiary Peony Investments among
its shareholders.

Data from Lloyd’s List Intelligence showed that the
increase was predominantly led by an influx of calls
from ultra-large containerships. The number of
vessels with a carrying capacity of more than 15,000
teu calling at Colombo more than doubled in the
first three months of 2024 on the past year’s levels
from 23 to 54 ships, according to Lloyd’s List
Intelligence.

Total capacity docking in Colombo increased to 5.3m
teu in the first quarter of 2024 against 4.2m teu on
the corresponding period in the past year.

Further evidence of these discretionary
transhipment cargoes being redirected via Colombo
can be seen in the Automatic Identification System
tracker movements of larger ships at the port, which
indicate an increase in average terminal times,
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according to Drewry ports and terminals analyst
Eleanor Hadland.

Previously, ships serving the east-west route with
Middle East cargoes would carry out Red Sea
wayport calls or deviate into the Arabian Gulf. Now,
however, “there is no deviation or they are stopping
at Colombo”.

She said the assumption here was that there was a
consolidation of cargo onto a smaller number of
direct services, which were then making the trip to
the Middle East.

For Colombo, the surge in traffic, while of course
welcome, has provided challenges of its own.

Keith Bernard, chairman of the SLPA, told Lloyd’s
List that the extra volumes have led to congestion
within the confines of the yards. However, he said
that the SLPA has “endeavoured to meet the
expectations of shipping lines”.

“Extra volumes were handled through co-ordinated
efforts with sister terminals, and in extreme
circumstances, double dipping measures were used
in co-operation with relevant shipping lines,” said
Bernard. The term ‘double dipping’ refers to a
container slot being used more than once on the
same service.

Congestion in Colombo will likely have been eased
in recent weeks upon the opening of Sri Lanka’s
Hambantota International Port, a joint venture
between the SLPA and China’s CMP

Red Sea exodus

While Colombo has benefited significantly from
disruption in the Red Sea, the Saudi ports in the
region have borne the brunt of carrier reroutings.

In March, Lloyd’s List reported how volumes in both
Jeddah and King Abdullah had been decimated by
the initial impact of the southern migration of
carriers around Africa. The Red Sea exodus of
ultra-large tonnage serving the east-west trade lanes
via the Suez Canal, had put a glaring hole in the
ports business.

While gateway cargoes continue to flow through the
ports to and from the Suez in the north via a series
of regular feeder services, transhipment traffic has
almost ground to a halt.

For King Abdullah, which was established for the
sole purpose of taking advantage of its strategic Red
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Sea location for transhipment, the effect has been
considerable.

Traffic through King Abdullah in the first three
months of 2024 was down more than a quarter on
the past year during normal trading conditions.

Figures from Lloyd’s List Intelligence show that only
48 ships called the port in Q1 of 2024, down 76.7%
on the 206 vessels in the corresponding period

of 2023.

More significant, however, is the dearth of ultra-
large tonnage.

In the first quarter of the past year as many as 87
ships with capacity of 10,000 teu were called at King
Abdullah. This year, the first quarter saw just a sole
representative in the vessel class, the 11,932 teu MSC
Siya B (IMO: 9793947), calling at the port in late
March as one of the largest units operating shuttle
services to the northern Red Sea via the
Mediterranean.

Total containership capacity calling the Saudi Red
Sea port was recorded at just below 250,000 teu in
the first quarter of this year, down nearly 90% on
the first quarter of 2023 when King Abdullah
arrivals topped more than 2.1m teu, according to
Lloyd’s List Intelligence. King Abdullah’s
transhipment quota of total volumes was estimated
at about 90% pre crisis, which tallies with the
traffic deficit.

Saudi compatriot Jeddah caters for a much larger
share of gateway traffic.

Although vessel calls both in terms of number and
capacity did not fall quite as drastically as King
Abdullah during the first quarter of 2024 on last
year, the decrease was still marked.

Jeddah’s vessel arrival count stood at 359 in the first
three months of 2024, representing a 45% drop on
the 648 recorded in Q1 of 2023, according to Lloyd’s
List Intelligence.

Yet more striking is the fall in frequency of larger
ships calling Jeddah once more in the absence of
mainline loops through the region.

Lloyd’s List Intelligence data shows that only 21
boxships with a teu capacity above 10,000 teu was
handled in Jeddah in the January through March
period this year. In Q1 of 2023, this figure was as
high as 137. In March alone this year, just three
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ships with a capacity of more than 10,000 teu called
at Jeddah.

With transhipment cargoes effectively wiped out in
both Jeddah and King Abudullah, the impact on
their respective teu count of boxes moved from ship
to shore will undoubtedly be significant, particularly
for the latter where effectively 90% of its trade has
been eradicated.

Although the Saudi Ports Authority (Mawani) does
not publicly post all of its monthly teu figures for
individual ports, it did reveal that transhipment
trade across all of the country’s ports, including too
those in the Arabian Gulf such as Dammam and
Jubail, was halved in both February and March
this year.

Despite the absence of transhipment cargoes, Saudi
ports still have plenty of gateway traffic flowing
through their terminals. Indeed, Mawani has
reported a slight uptick in gateway volumes in 2024
so far over the past year. However, a large chunk of
this would be dropped off by carriers on their typical
Asia-Europe trip, be it on the head or backhaul.

With carriers having little option but to use feeder
cargoes via the Suez or overland offerings from
Saudi ports to the west via the Arabian Gulf, for
Saudi residents and shippers typically served by
Jeddah and King Abdullah this has come at a cost
both in terms of price and transit times.

“Anyone who is close to the Suez Canal on either side
has been affected,” commented Sea-Intelligence
chief executive Alan Murphy on a recent webinar
hosted by German carrier Hapag-Lloyd.

“That is just geographically unfortunate. There is
not much that shipping lines can do.”

“There are always solutions if you are willing to
spend enough money, as we saw in the pandemic,
but overwhelmingly, these things are costly, and
shippers are concerned with costs.

“It will be difficult to find cost-efficient solutions to
offer services to those areas that are most directly
affected by the Red Sea closure.”

Indeed, spot freights to the region have soared as
carriers ride the logistical challenges. The latest
Shanghai Containerised Freight Index shows rates
from China to the Arabian Gulf and the Red Sea at
$2,032 per teu, up some 60% since the $1,268
reported in early November of the past year, shortly
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before the Houthis started their campaign against
commercial shipping in the Red Sea. Spot rates on
the trade peaked at $2,338 per teu on the route in
early January.

While Saudi shippers and consumers are paying the
price for Red Sea reroutings, there has also likely
been a considerable financial effect on the respective
port operators in Jeddah, Red Sea Gateway Terminal
and DP World, but again particularly in King
Abdullah, where terminal operations are managed
by MSC’s terminal arm Terminal Investment Ltd
alongside local port partner Ports Development Co.

Drewry’s Hadland told Lloyd’s List that if relying
heavily on transhipment, such unprecedented
circumstances would undoubtedly have a significant
bearing on fixed terminal costs.

While the ports may save on less stevedoring shifts,
they will still have to man the terminal and man the
gates for the gateway cargo, albeit with considerably
less volumes, she explained.

“For the port authority, that is also going to be quite
challenging because those large ships would have
been generating pretty high port fees. Moreso than
the equivalent cargo coming on smaller shuttle
feeder services,” said Hadland.

The port authority may also feel the effects of lower
revenues from pilotage and tug fees, which would
also differ considerably between mainline and feeder
vessels, she explained.

Nevertheless, Hadland stressed how the largest
proportion of costs for operators, ports, and
terminals are rather long-term capital costs. As
such, the current situation, despite how it looks from
the outside, will not necessarily “push them into
loss-making territory”.

“It will put more pressure on their financing and
make future capital investment projects a bit harder
to justify.”

In this instance, she said this may see Jeddah start
to slow down planned investment projects

WHAT TO WATCH

Boundary extension shuts down Russia oil
logistics hotspot off Greece's Laconia Bay

A CRUCIAL ship-to-ship transfer hotspot for
Russian crude has closed for shipowners after
territorial boundaries off Kalamata, Greece, were
extended to bring its waters under port state control
jurisdiction.

More than 16 tankers that had congregated in the
Laconia Bay waters swiftly sailed from the area in
the early hours of May 1, the first time the area has
been free of Russia-carrying ships in the past 18
months.

Greece’s territorial waters were doubled to 12

nautical miles from six nautical miles after reaching
agreement with Italy and Albania, said Alex Glykas,
chief executive of marine consultancy, Dynamarine.

“All the tankers undertaking STS operations now
have to abide with the Greek legislation, which
increases the cost, and therefore, they moved all STS
operations,” he told Lloyd’s List.

The protected nature of the bay, along with the
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shorter, six nautical mile boundary, provided
international waters for tankers to undertake ship-
to-ship transfers of sanctioned Russian crude
outside port state control jurisdiction.

Kalamata has served as a crucial logistics hub for
Baltic and Black Sea-loaded cargoes with tankers
from both regions arriving there to transfer to ships
for onward voyages to China, West Africa or India.

The high-risk transfers have long drawn criticism for
the safety and environmental risks posed by having
mostly elderly, anonymously owned tankers, many
with unknown insurance and little technical
oversight, so close to the Greek coast. The practice
has been condemned in discussions at the
International Maritime Organization as dangerous
and unregulated.

The tankers previously in the Kalamata waters
sailed southwards to conduct several ship-to-ship
transfers in international waters just outside the new
Greece boundaries between May 3 to May 4.
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If conducted in Greece waters, vessels would be
subject to compliance with European sanctions on
Russian oil and shipping, and need permission from
port state control for the STS transfers.

Cameroon-flagged very large crude carrier Mur
(IMO: 9288875) undertook two transfers, with
fellow Cameroon-flagged VLCC Zevs (IMO:
9168946) and suezmax Limo (IMO: 9185528) during
the period and remains in the region.

Cameroon is the poorest-performing flag out of 66
listed by the Paris Memorandum of Understanding,

and the only one rated as “very high risk”.

Others that sailed from the Laconia Bay are now
loitering in international waters off Malta, another
hotspot in the Mediterranean for cargo
consolidation and floating storage of Russia crude
and refined products.

“We were very much concerned on the safety
perspective,” said Glykas, whose business provides
support, training and risk assessment for STS
operations conducted globally.

The View: The International Group is right.
The Russia oil price cap is unenforceable

US POLITICS in the year to date has been
dominated by prolonged headbanging over just how
much financial support should be provided to
Ukraine, a country rapidly running desperately
short of the ammunition it needs in its justified
efforts to counter the Russian incursion.

Resolution was only reached late last month, when
the Biden administration managed to steamroller
through a $61bn aid package in the face of
determined recalcitrance from many Republican
congressmen and women.

Contrast this unedifying bust-up with the orderly
manner in which marine insurers complied with the
request from Washington and other G7 governments
to play an unasked-for major role in ongoing
sanctions against the Kremlin.

De facto subcontracting on the sly

Recent decades have seen states subcontract
everything from major infrastructure projects to IT
support and hospital cleaning services. But this kind
of outsourced foreign policy enforcement is a more
recent development.

There are tenable philosophical objections to this
trend, which has had an increasing impact on
marine insurance over the past decade.

Hull and machinery underwriters are there to write
marine business for profit, and although P&I clubs
are mutuals, they must still break even. The sector’s
collective job is to provide cover for ships engaged in
seaborne trade.

It has no responsibility to restore democracy across
the Sahel, topple the military junta in Myanmar, end
the civil war in Sudan, broker a durable peace
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between Israel and Iran, exert moral suasion on the
Taliban to let girls go to school or achieve any of a
hundred and one other desirable ends in
international politics.

Even so, the Ukrainian cause is a just one. Marine
insurers have used their best endeavours to meet the
demand to police a $60 a barrel price cap on
Russian crude exports, even without compensation
for the lost revenue and the onerous cost of
administration.

Discreet grumbling has sometimes been heard in
private. But there has been little public demur, at
least until this week, when the International Group
of P&I Clubs submission to a UK Department for
International Trade inquiry was published online.

The IG’s central contention is that the Russia price
cap is unenforceable. And it is right. The measures
— which also apply to petroleum products — were
from the get-go built on contradiction by design.

The twin policy goals of maintaining the flow of oil
to world markets while inflicting maximum
economic pressure on Putin’s war machine were
always going to constitute conflicting imperatives.

Birth of a breakaway fleet

More than a year after the restrictions came into
force, we can see how things are panning out. The
Russian oil market has become decoupled from the
global one, creating a wedge between prevailing spot
prices and what the Kremlin can get from the
numerous willing takers for its crude.

The mechanism was intended to give buyers the
bargaining power to drive prices down, and Urals
has traded at a discount to Brent ever since the cap
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kicked in. That is a success in as far as it goes. But
even this has been a windfall to China, India and
Tiirkiye, who have benefited from heavy
discounting.

On top of being forced to sell on the cheap, Russia
has had to spend something like $2.25bn building
up the dark fleet* that now makes up over 12% of
world tanker tonnage. All of this is money that hasn’t
been spent on its invasion of its neighbour.

Another unintended flipside has been to boost
freight rates for those willing to take the bookings.
As Lloyd’s List reported this week, the ‘sanctions
premium’ — if you want to call it that — represents
around 60% of freight costs, adding as much as
$9.7m in extra profits to tankers owners prepared to
accept such fixtures.

This is a prime example of what economics
textbooks refer to as regulatory arbitrage. Or to put
the same thing in non-academic terms, the lure of
easy money is always irresistible to some.

Many loads are clearly changing hands at well over
$60 a barrel, providing a perverse incentive for
tankers — especially older tonnage — to seek
alternatives to IG cover. The fear is that much of this
alternative ‘insurance’ would not pay out in the
event of spill. Such a development works to the
detriment of wider safety at sea.

Moreover, as Enrico Vergani, a lawyer with Italian
firm BonelliErede, pointed out this week, much of
the wording of the 13 EU sanctions packages to date
is poor, and could have done with more input from
legal experts.

Soft power delusion

But in any event, the lazy assumption from Western
policy makers that marine insurance was a soft
option for controlling trades has been shot through
as thoroughly as the many carcasses of Russian
tanks that now litter the Ukrainian countryside.

The bid to stop Putin profiting from and
manipulating markets in commodities such as oil is
not working any more than minimally, if at all, and
shows scant sign of ever securing a

substantial effect.

There is, of course, an argument that the price cap
was, at heart, intended to allow the EU to ban
Russian crude/products imports without causing
consumer prices in the US and elsewhere to spike. In
that regard at least, it can be said to have worked.

But in the meantime, the P&I clubs are tasked with
upholding what is essentially a flawed regime, based
on information they have no way of verifying, and
trying their best to answer unanswerable questions
about the nature of the dark fleet this policy has
unintentionally brought into being.

They are doing what is asked of them, and most of
them have added substantial muscle to their
compliance departments. They still get off lightly
compared with banks, of course.

But they remain not-for-profit entities, and there is
simply no way they can look too hard at what lies
beneath the bonnet of the attestation documents.

The onus to sort this mess out rests with the
politicians, not marine insurers. Given the
inordinate amount of time the US Congress took just
to agree Kyiv’s request for more shells, hopes can
sadly not be high.

* Lloyd’s List defines a tanker as part of the dark
fleet if it is aged 15 years or over, anonymously
owned and/or has a corporate structure designed
to obfuscate beneficial ownership discovery, solely
deployed in sanctioned oil trades, and engaged in
one or more of the deceptive shipping practices
outlined in US State Department guidance issued in
May 2020. The figures exclude tankers tracked to
government-controlled shipping entities such as
Russia’s Sovcomflot, or Iran’s National Iranian
Tanker Co, and those already sanctioned.

MARKETS

China’s share of tanker newbuild orderbook
hits nearly 65% as orders ascend

COMPETITIVE pricing has enabled Chinese
shipyards to build up an almost two-thirds share of
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the global crude oil and product tanker newbuilding
orderbook in the past year.
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“The rising tanker orderbook has come in tandem
with a rising share of orders placed at Chinese yards,
which now, in deadweight terms, hold 64.7% of the
orderbook compared to 36.9% during the same
period last year,” said shipbroker BRS in its latest
tanker monthly report.

South Korea, which has traditionally dominated
tanker shipbuilding, has seen its share of the
orderbook fall from 41% to 21% since April 2023.

However, South Korean shipbuilders have
maintained their lead in value versus volume as they
continue to dominate the high-value gas carrier
sector.

South Korea’s focus on more complicated and
higher-value newbuildings has allowed China-based
shipbuilders to attract greater volumes from
traditional shipping sectors of relatively lower value,
argues BRS. Orders for new tankers have surged in
the past year, while values of secondhand ships have
been pushed up by strong freight markets and
demand for vessels to operate in sanctioned trades.

BRS notes that newbuilding prices have registered
moderate gains compared with secondhand values
over the past two months with price ratios of five-
year-old very large crude carriers versus
newbuildings being currently 87%. This is up from
82% at the beginning of the year but still 3% less
when compared with fifteen-year highs.

While BRS says that April saw a slowdown in
ordering activity, compared to monthly averages in
the first quarter of 2024, so far in 2024 tanker
contracting in the first four months of 2024 is up by
86% year on year, with a total of 128 new crude oil
and product tankers being ordered.

According to BRS data, the crude oil and product
tanker orderbook (for ships above 34,000 dwt) now
stands at 615 firm vessels of a combined 64.5m dwt.
This represents some 10% of the active fleet in
service and is up from 4.5% as of the end of

April 2023.

The newbuilding share of the existing fleet has been
rising but it remains at its lowest level in decades
with the very large crude carrier orderbook
comprising 48 vessels. This represents just 5% of the
existing fleet in service.

Only two VLCCs were booked to be delivered this
year including AET’s liquefied natural gas dual-fuel
Eagle Veracruz (IMO: 9933626), which was handed
over by South Korean shipbuilder Hanwha Ocean in
January.

Investment in the past year has been more focused
on medium range, suezmax and long range two/

aframax units that have an orderbook share to fleet
in service ratio of 11%, 16% and 14.4% respectively.

BRS says that Chinese shipyards have been able to
offer competitive pricing to shipowners partly
because of lower steel prices compared to Japan and
South Korea.

“Chinese steel prices have been weakening over the
past two years and are hovering around the same
levels seen during the Covid deflationary period in
2020.”

“Additional support has also come from
countercyclical monetary policy and declining
interest rates while other nations have been
struggling with inflation and persistently high
interest rates,” notes BRS.

Strong depreciation of the Yuan against the US
dollar in the past year, at a greater depreciation level
than the Korean Won, has also been a benefit to the
Chinese shipbuilding industry.

BRS notes that while the Japanese Yen has
depreciated the most across the currencies of the
three major shipbuilding nations, Japan has been
losing market share across all shipping segments.
This is due to a reduction in shipbuilding capacity as
its industry has consolidated in the past decade.

Changes afoot in Mexico and Canada, the
largest crude exporters to US Gulf

THE top two sources of US Gulf crude imports are
Mexico by sea and Canada by pipeline — and crude
export trades in Mexico and Canada are
simultaneously in flux.
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Mexico recently cut crude exports on a temporary
basis, and the eventual ramp-up of Mexico’s Dos
Bocas refinery will curb outbound flows more
consistently.
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Canada is poised to begin loading crude exports
from its new Trans-Mountain Expansion project in
British Columbia, a development that will pull
Canadian crude volumes toward the Pacific Basin.

Meanwhile, among the lesser suppliers of crude to
the US Gulf, Saudi Arabia continues to curtail
production, and flows from Venezuela remain
limited, despite sanctions waivers for US importers.

Mexican crude exports curtailed in April
Mexico cancelled 436,000 barrels per day of crude
exports in April, according to Reuters. Preliminary
data from the US Energy Information
Administration shows that US imports of Mexican
crude sank to just 200,000 bpd during the second
and third weeks of April, the lowest level in more
than four decades.

“The timing of lower Mexican exports could not
come at a worse time for the global crude market,”
said ship brokerage BRS on Monday.

“Around 70% of Mexican crude exports are heavy,
sulphurous Maya crude and therefore the cuts are
adding to the global shortage of sour crudes against
the backdrop of the ongoing Organisation of the
Petroleum Exporting Countries-plus alliance supply
agreement.”

It appears “inevitable” that Mexican crude exports
will drop further once the Dos Bocas refinery
increases production, added BRS.

RBN Energy said in an online post on Tuesday that
its consultancy, RFA, does not expect “consistent
levels of meaningful fuel output [from Dos Bocas]
until 2026, with full ramp-up stretching to 2028,
whereas Mexico’s energy department is claiming
Dos Bocas will reach 179,000 bpd this year.

In the near term, Mexico’s drop in crude exports
looks set to reverse, at least temporarily.

Vortexa said Thursday that refinery outages in
Mexico will make an extra 330,000 bpd available for
export in May.

It also reported that US Gulf refineries have offset
losses from Mexico in recent months with tanker
cargoes from Colombia and Venezuela.

According to BRS: “For the moment, crude tanker
demand and freight rates in the Gulf of Mexico have
remained resilient.

“We attribute this resilience to persistently strong
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US crude exports, with those to Europe having
helped to soak up aframaxes and those to Asia
keeping very large crude carrier and suezmax
tonnage lists slim.”

Western Canada exports to start loading
soon

According to RBN Energy: “The most apparent
alternative for Maya crude would be Canadian heavy
crudes, although the impending TMX start-up adds
complexity, potentially reducing, for a time, the
availability of Canadian crude to the US Gulf coast
via the Keystone Pipeline.”

On the other hand, it noted: “While TMX is expected
to decrease total heavy crude available to the US
Gulf coast in the immediate future, it could increase
total heavy crude availability by incentivising more
Canadian production.”

RBN Energy also pointed out that exports via the
TMX to Asia and the US west coast would displace
heavy crude previously sourced from Latin America,
making more Latin American cargoes available for
shipment to the US Gulf.

Aframaxes are scheduled to begin loading crude
from the TMX facility in British Columbia in mid-
May. The TMX expansion will start with 300,000
bpd of capacity, and is set to increase to 590,000
bpd by early July.

“The majority of current capacity has been exported
to California, and it is expected that the new
capacity will be moved to California as well, but also
to the Far East,” said Jefferies shipping analyst
Omar Nokta on Monday.

“The pull on aframax tankers is likely to be
significant going forward, as the added capacity will
require at least 30 aframax loadings per month,
which compares to the roughly 300 spot bookings
worldwide each month.

Nokta expects this to tighten the aframax freight
market “given the need to bring aframaxes from
their current trades — primarily in the Europe/Med,
US Gulf and Asia markets — to the Western

Canada market”.

Will the US have enough heavy crude?

Yet another possible tanker effect from changes in
Atlantic heavy crude trades relates to US crude
exports.

“Amid ongoing Opec+ production cuts... the
combined effects of these trends may compel US
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Gulf coast refineries to rely more heavily on
domestic crude, potentially tightening US exports
moving forward,” said RBN Energy, although it
acknowledged that “transitioning feed slates is
easier said than done”.

BRS voiced confidence that US crude exports will

not only be maintained but will increase.

“Moving across the medium-term horizon and even
factoring in a further drop in Mexican shipments,
further rises in US exports should continue to more
than offset lost Mexican demand,” it said.

Container demand uptick may be temporary

THE recent spike in container freight rates on the
main lane trades and the rolling of cargo exports
from Asia indicates a growing demand for
containerised freight.

But there are few signs of an economic revival that
would drive any surge in volumes, particularly on
the Asia-Europe trade.

The reasons are more operational than purely
demand driven, and are a remnant of the disruption
to supply chains caused by Red Sea rerouting,
according to Zencargo co-founder and chief
commercial officer Richard Fattal.

“Freight is like all markets, in that it over-calibrates
and moves in both directions disproportionately to
whatever has happening in the world,” he told
Lloyd’s List in an interview.

“What has happened is that earlier in the year,
supply chain managers started to recalibrate their
buying practices by changing the settings in their
demand planning systems, which is what we saw
during the pandemic.”

With ships now taking 45 days instead of 30 days to
get from Asia to Europe, cargo owners were putting
more buffer into their systems. Ultimately, that
would lead to more stock being ordered to keep
inventories maintained.

“When shippers started seeing containers arrive,
they realised how long things were taking and saw
that stuff departing in January was only just
arriving up to 70 days later,” Fattal said.

“People have now over-calibrated, so for the back-to-
school season and even the November period, they
are pulling forward orders.”

That has meant that in what would normally be a
seasonal lull leading up to the May holidays in

China, orders were being pulled forward.

“Carriers are therefore feeling quite full,” Fattal said.
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And because carriers have reoriented their services
around the Cape of Good Hope and dropped some
services capacity is tighter than normal. That, to
some extent, has helped balance the new capacity
that is entering the market, keeping supply and
demand balanced.

Speaking in a webinar earlier this week, Thorsten
Meincke, member of the board of management for
air and ocean freight at Schenker said it was now at
a phase where “it is hurting a little bit”.

“The extra time into Europe and returning to Asia is
resulting in less capacity and I think we are getting
into a storm at the where we have 11 instead of 17
sailings over the next week into northern Europe
and nine instead of 13 into the Mediterranean,” he
said.

“There will be customers who will not get shipped in
the coming weeks. Week 16 was weak in volumes
because we have been affected by lost sailings. There
is simply not enough capacity arriving. We can see
the consequences in the Shanghai Containerised
Freight Index at the moment.”

But speaking during a results presentation on
Thursday, Maersk chief executive Vincent Clerc
warned there was no direct GDP relationship
underpinning the demand.

“You now have this pulling forward of demand, so
that while there is no supernormal economic
activity, there is a bit more demand and carriers are
suddenly feeling more comfortable,” Fattal said.

That had been behind the recent stabilisation and
uptick in freight rates, with recent general rate
increases showing signs of holding.

“Generally speaking, carriers are relatively full
through May, but they are all going to feel full,
because everyone is going to double book, because
there is no space,” Fattal said. “When they turn out
not to be full, they are going to drop prices at the last
minute. But it is likely to hold for May.”
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Nevertheless, without increased end-user demand,
cargo owners will be building up inventory, which
could be reflected in lower demand later in the
quarter.

“People are not going to feel overstocked until all the
stock they are ordering now arrives,” Fattal said.

Iran’s oil exports robust
may yet bite

WAVES of fresh sanctions against Iran’s shipping
sector have thus far failed to significantly impact its
exports of crude and condensates, but the effects
may be more pronounced in the coming months.

The US Office of Foreign Assets Control has
sanctioned 25 tankers totalling about 3.4m dwt
since January for Iran links, far surpassing the
number of tankers blocked in all of 2023 under the
same auspices.

But preliminary figures from US lobbying group
United Against Nuclear Iran indicate Iran exported
almost 1.7m barrels per day of crude and
condensates in April, continuing its robust start to
the year despite US regulators’ renewed focus on
Iran’s commodity exports.

UANI chief of staff Claire Jungman said several
factors are behind Iran’s export resiliency, but that
sanctions could start biting in the coming weeks,
when banned tankers conclude their voyages and
return to Iran.

“Iran has been adept at circumventing these
sanctions by acquiring new tankers to replace those
that have been designated, thereby maintaining
their export capabilities,” she told Lloyd’s List.

“Additionally, some of the contracts and purchase
orders for oil were fulfilled despite the sanctions
because they had been placed prior to the
implementation of these sanctions.”

Caveating that the data is still preliminary and that
multiple market dynamics influence oil demand,
Jungman pointed to a sequential decline from
March to April as an indicator that sanctions could
be beginning have an impact.

April figures fell about 12.7% from the near-record
levels of March, when Iran shipped over 1.9m bpd,
according to UANI. However, they were still up
20.1% year on year.
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“Someone operating a supply chain with a 45-day
lead time is going to feel very overstocked when
all the orders from April and May hit in July

and August.”

This means it could be a somewhat weaker peak
season, although Fattal believes the real weakness
will come at the end of the year.

in April but sanctions

“The decrease in oil exports from March to April
does reflect, in part, the impact of recent sanctions,”
she said.

“However, this decline should be viewed in the
broader context of fluctuating global oil markets and
other external factors such as changes in oil
production quotas by the 23-nation Organisation of
the Petroleum Exporting Countries-plus alliance,
and varying levels of global demand.

“It’s important to recognise that while sanctions
contribute to these fluctuations, they are just one of
several factors influencing monthly export volumes.”

That exports rose year on year in April despite
sanctions illustrates the difficulties in curbing Iran’s
exports without broad international co-operation
and more stringent enforcement measures, she
added.

Renewed focus on Iran

The US refrained from imposing new sanctions on
Iran’s shipping sector for most of last year and was
said to be lax in its enforcement of existing sanctions
as it was eyeing a prisoner exchange deal with
Tehran that took place over the summer.

That appears to have changed after October 7. Iran’s
backing of regional proxies like Hamas, who
perpetrated the October 7 massacre, and the
Houthis, who have been terrorising the Red Sea,
have led the White House to renew its interest in
Iran’s oil and shipping sectors.

In November, the US Office of Foreign Assets
Control targeted Iran’s commodity exports for the
first time since March of last year, saying the
revenues are used to fund Iran’s regional proxies.
Dozens of companies and vessels have been targeted
since.

In addition to 25 tankers, the US also sanctioned
four liquified petroleum gas carriers this year,
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bringing the total blocked tonnage to just over

3.5m dwt.

Lloyd’s List Intelligence data shows Panama and

Six of the Comoros-flagged ships switched from

Panama earlier this year, potentially due to US
lawmakers and bureaucrats pressing Panama to

Comoros flag the majority of the vessels sanctioned

for Iran links since January, with Panama flagging

eight and Comoros seven.

purge tankers carrying Iranian oil.

The current flag of the 150,000 dwt Artura (IMO:

9150365), which was sanctioned on February 27, is
unknown. It was flagged by Panama until recently.

IN OTHER NEWS

Iran releases crew from MSC Aries
IRAN has released the 25 crew
from MSC Aries (IMO: 9857169),
the Mediterranean Shipping
Company-operated containership
seized by Iran’s Revolutionary
Guards in the Strait of Hormuz on
April 13. The vessel, however,
remains “under judicial detention”,
according to Iran Foreign Minister
Hossein Amirabdollahian.

The announcement of crew’s
release came during a telephone
conversation between
Amirabdollahian the Estonian
minister of foreign affairs, Margos
Tasakana, the details of which
were posted on Iran’s ministry of
foreign affairs website late

on Thursday.

“The seized ship, which turned off
its radar in Iran’s territorial waters
and jeopardised the security of
navigation, is under judicial
detention,” Amirabdollahian
confirmed, reiterating the
purported justification for seizing
the vessel days after Tehran
vowed to retaliate for a suspected
Israeli strike on its consulate

in Damascus.
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The Alliance seeks slot deals to plug
Hapag-Lloyd exit, says NYK chief
SECURING slot sharing
agreements with rival carriers is
key for The Alliance members to
fill the capacity gap left by Hapag-
Lloyd’s impending exit, according
to NYK Line president and chief
executive Takaya Soga.

As one of the three Japanese
parent companies, NYK has a
38% stake in Ocean Network
Express, which will become the
largest member in the partnership
after the German container line
departs next year to join Maersk.

The remaining two member
carriers in The Alliance are South
Korea’'s HMM and Taiwan’s

Yang Ming.

US to launch new sanctions as North
Korea breaches cap on petroleum
imports

RUSSIAN exports of refined
petroleum to North Korea have
now exceeded the United Nations
annually capped budget of
500,000 barrels, breaching
international sanctions, the White
House said on Thursday.

According to White House
national security spokesman
John Kirby, in March alone,
Russia shipped more than
165,000 barrels of refined

petroleum to North Korea, citing
newly declassified intelligence
detailing vessel tracking and
satellite imagery.

The disclosure followed the
formal disbanding of a UN
Security Council panel of experts
monitoring enforcement of
sanctions against North Korea
following Russia’s move to block
the renewal of the panel earlier
this year.

Lomar adds to bulker spree with
acquisition of China supramax
LOMAR Shipping has confirmed it
has purchased a ninth bulk carrier
in the space of the past 12
months while drawing close to a
complete clear-out of one of the
world'’s largest feeder
containership fleets.

The UK-based operation said the
2011-built supramax, formerly
named Hai Yang Zhi Hua and
renamed Ebury Trader (IMO:
9596727), will re-enter service
this month after installation of
energy-saving devices at a
shipyard in China.

The 57,016 dwt vessel has been

chartered long-term with a “global
logistics provider”.
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Classified notices follow

Lloyd’s ListD

Looking to publish a judicial sale, public notice,
court orders and recruitment?

Please contact: marketingservices@lloydslistintelligence.com
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