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Tanker freight rates strengthen
even as electric cars weigh on
oil demand growth

OIL at sea declined from its post-pandemic highs in April on weaker
crude exports from Russia, Brazil, the US and Venezuela, the
International Energy Agency said in its monthly oil market report
released on Wednesday.

Falling refinery margins, amid contracting diesel demand in Europe,
reduced crude shipments and contributed to the IEA lowering its oil
demand growth forecasts for 2024 by 140,000 barrels per day, to
1.1m bpd.

However, tonne-mile demand growth, fuelled by trade imbalances
from oil and shipping sanctions on Russia and Red Sea tanker
reroutings to avoid Houthi attacks, continue to prop up spot rates
across the global fleet.

“Preliminary data shows further (crude) stock builds in April as
onshore inventories skyrocketed after oil on water was discharged,”
according to the IEA.

“Increasing trade dislocations had pushed oil on water to a post-
pandemic high in March, while onshore stocks were at their lowest
since at least 2016.”

Slowing demand for middle distillates, such as diesel, gasoil and jet
fuel, underpinned the revision in oil demand forecast to 103.2m bpd in
2024. The forecast for 2025 was unchanged at 104.3m bpd.
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The IEA said poor industrial activity, a mild winter
that curbed heating fuel consumption and Europe’s
already steady decline in its share of diesel-fuelled
cars slashed profits refineries made to produce
middle distillates by more than half last month.

Yet freight rates for the global fleet of 5,5000
internationally trading tankers appear to have
swiftly recovered from lower month-on-month rates
on the back of poorer demand indicators.

Voyages lengthened as tankers shipping oil began,
from November, to circumvent the Red Sea and Suez
Canal to avoid Houthi attacks on vessels.

That factor combined with additional sailing days
arising from changing tanker trade routes after
European, US and UK bans on Russian oil imports
were imposed alongside the G7 oil price cap, now in
place for the past 17 months.

Average May tanker earnings already exceed April in
all sizes and categories except suezmax tankers, data
from the Baltic Exchange shows.

Medium-range tankers shipping refined products to
and from destinations in the Atlantic basin have so

far averaged $31,100 daily this month, according to
the Baltic Exchange.

That compares with April’s daily average of $30,400
and the first quarter average of $34,100, data shows.

Long range two product tankers shipping diesel
to Europe from the Middle East Gulf — a route
benefiting most from trade dislocation — are already

seeing higher May averages than compared with the
first quarter.

The Baltic Exchange pegs daily earnings averaging
$79,100 over May, compared with $74,600 over the
first three months of 2024.

That is roughly four or five times break-even rates
cited by listed tanker companies during the current
earnings season.

Oil demand growth in China, the biggest importer
of seaborne crude, was forecast at 510,000 bpd,
slightly lower than the agency’s March forecast. That
compared with 1.7m bpd expansion seen in 2023,
the TEA said.

The IEA’s forecast is almost half the level predicted
by the Organisation of the Petroleum Exporting
Countries cartel, which has a rosier 2.2m bpd of
growth estimated.

Freight rates to ship crude on very large crude
carriers, suezmax and aframax tankers remained
similar to averages seen over April, Baltic Exchange
figures showed. Refinery demand is anticipated to
gain over the final half of 2024, supporting a rise in
earnings for the fleet.

The Opec-plus cartel of 22 oil-producing companies
meets on June 2 and is expected to continue with
supply cuts that have maintained prices at current
levels.

Russian oil exports tallied 7.3m bpd last month,
down from 7.8m bpd in March.

WHAT TO WATCH

Hapag-Lloyd hikes full-year guidance, sees
‘'steep increase in spot rates’

THE EMERGING pattern for container liner results:
Carriers set full-year guidance ranges too low at

the beginning of 2024. After a strong first quarter,
driven by Red Sea disruptions, carriers are raising
the floor of their ranges, but keeping the ceilings,
just in case the Red Sea suddenly opens up and
causes rates to crash in the second half.

Analysts are less conservative, predicting that

carriers will raise the upper end of their guidance
at the end of the current quarter, particularly given
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moderately higher annual contract rates and the
surprise rebound in spot rates in recent weeks.

Germany’s Hapag-Lloyd followed the script when
releasing Red Sea-boosted earnings on Wednesday.

It reported net income of $325m in 1Q24, with
earnings before interest and taxes coming in at

$396m, topping the consensus forecast of $236m.

Initial full-year guidance released on March 14
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projected ebit of -$1.1bn to $1.1bn, with a range
midpoint of zero. Hapag-Lloyd has now increased
the ebit range to zero to $1.1bn, with a midpoint
of $550m.

“We think that guidance looks conservative,” wrote
Deutsch Bank analyst Andy Chu. Deutsche Bank
sharply upgraded its full-year ebit forecast for
Hapag-Lloyd following Wednesday’s results, from
minus-$771m previously to $1.36bn — higher than
the top end of the company’s new range.

Jefferies analyst Omar Nokta said there is
“potentially another boost to guidance to next
quarter”. He also raised his full-year ebit forecast
for Hapag-Lloyd, from €82m ($89m) previously to
€823m ($894m).

Quarter-on-quarter gains

Year-on-year comparisons of results are skewed by
the pandemic effect. Hapag-Lloyd’s rates in 1Q23
were still coming down from their Covid-era peak.

A more telling comparison is quarter on quarter,
showing the positive effect of Red Sea diversions.
Net income swung into the black in 1Q24 versus a
net loss of $234m in 4Q23.

Volume was relatively steady, growing only 2%
quarter on quarter, from 2,090,000 teu in 4Q23 to
3,037,000 teus in the latest period.

But average freight rates (including spot and
contract) jumped 14%, from $2,380 per feu in the
final quarter of last year to $2,718 per feu in 1Q24.

In comparison to pre-Covid levels, Hapag-Lloyd’s
average freight rates in 1Q24 were up 26% versus

1Q19.

Surprisingly, given the longer sailing distances
caused by the Red Sea crisis, Hapag-Lloyd’s
average unit cost did not increase quarter on
quarter. Average unit cost was $1,256 per teu in
the latest period, slightly below the $1,269 per teu
average in 4Q23.

Bunker expenses rose quarter on quarter due

to longer distances and higher speeds, and
handling and haulage costs were up due to

more transhipment costs as a result of Red Sea
diversions. But vessels and voyage costs were lower
due to the plunge in Suez Canal transit fees, and
other cost-saving measures balanced out the rest
of Red Sea-related costs.
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Outlook for remainder of 2024

Results in 2Q24 and the rest of the year look
promising for two reasons: at least some positive
gains on annual contract negotiations and an
unexpected rebound in spot rates.

“Contracts closed at levels similar or slightly higher
than last year,” said Hapag-Lloyd chief executive
Rolf Habben Jansen on the conference call, referring
to contracts in all lanes.

Global contract coverage “is a little bit more than
the previous year, and we're happy with that. On
the BCO side there was fairly healthy growth.”
Trans-Pacific contract coverage is “slightly over
50%”, he added.

Habben Jansen expressed surprise on recent spot
rate and demand developments, and uncertainty on
how they will play out.

“Very recently, we've seen a very steep increase in
spot rates. It’s difficult to understand where this
spike is coming from. We have seen very strong
demand in the last couple of weeks, but it’s unclear
whether this is a short-term spike or whether it has
to do with an early peak season or restocking.

“We've seen a strong pickup in demand on Asian
exports. Demand is strong both into Europe and into
the US, and Latin America is also doing quite well.

“Until the past three weeks, I thought the pattern

we saw with spot rates was as to be expected.
Immediately after the Red Sea crisis, you saw the
reaction: Demand spiked because people wanted

to secure space and spot rates went up quite
significantly, which we saw in January and February.

“Then we saw spot rates starting to normalise, and
until the last three weeks, it was a normal pattern.

“Now we have this new spike and we have to see
what’s causing that. It’s still a little bit too early to
judge. I would not be surprised if at some point we
saw spot rates come back down again somewhat,
maybe to the levels we saw three or four weeks ago.”

All of which raises the question of whether the new
guidance is still too conservative.

If 2Q24 ebit comes in similar to 1Q24, it would bring
first-half ebit to around $800m, $250m higher than
the midpoint of the current forecast range for the
entire year.
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To reach to the low end of the current range by year-
end, Hapag-Lloyd would have to post losses in the
second half, implying that newbuilding deliveries
would finally overwhelm demand, an economic

downturn would reduce demand, and/or the Red
Sea crisis would abruptly end and Suez Canal
transits would resume, releasing vessel capacity.

Secondhand boxship values stay hot during
busy period for sales transactions

CONTAINERSHIP values are continuing to
rise as strong charter and freight markets have
pushed up demand for the limited number of
sales candidates coming on the market.

Asset prices of boxships have risen by up to 25%
across most size segments since the beginning
of the year, after Red Sea diversions disrupted
liner operator’s service networks and created a
shortage of capacity.

While values are below the market peaks of 2021
and 2022 they remain well above pre-pandemic
levels.

“The container sale and purchase market
experienced a busy week to mirror the improving
charter market,” said Braemar.

Containership time charter rates have been on
the rise since late-2023, but have edged up more
significantly in the past month because of rising
demand for tonnage from liner operators.

A shipbroking source contacted by Lloyd’s List
said, as such, some sale and purchase deals have
failed, as tonnage providers have withdrawn
vessels for sale in favour of new, lucrative, time
charters.

Braemar reports the sale of the 4,319 teu,
panamax, Northern Guild (IMO: 9348467)
by German tonnage provider Norddeutsche
Vermogen.

This 15-year-old ship has been sold to
undisclosed, Europe-based buyers for $26m.

European buyers have also been linked to the
purchase of the panamax CSL Manhattan (IMO:
9289556). No price was reported for the sale, by
tonnage provider Cyprus Sea Lines, of this 5,000
teu, 2005-built, vessel.

According to sources contacted by Lloyd’s List,

the buyer is understood to be Mediterranean
Shipping Co, which has purchased almost
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70 vessels since January 2023.

Alphaliner reports a busy past fortnight for sales
transactions with pricing “staying on a firm
trend”.

It said that Greek containership tonnage provider
Navios Containers Management is rumoured to
have sold an unidentified 4,250 teu, panamax,
vessel to Chinese buyers at “a firm price”.

Navios has sold several boxships since the
beginning of the year including the 2012-built
Fleur N. (IMO: 9509138) which was sold in April,
also to China-based buyers.

Meanwhile, Taiwanese liner operator Yang Ming
reported in a stock exchange filing that it has
exercised purchase options for a trio of sub-
panamax boxships, which it time charters from
Japanese tonnage providers.

The undisclosed, 11,800 teu, 2021-built vessels
were purchased for $297m en bloc. In August
2023, Yang Ming concluded purchase options for
five 2018-built, 14,000 teu, sister vessels.

Other recent containership sales reported by
brokers include the 2014-built regional feeder
Josita B (IMO: 9673630) which was sold by
Germany’s Reederei Nord to another German
owner for $16m.

Chinese buyers have become more active in

the purchase of feeder-class ships. Recent buys
by China-based owners include a 1,800 teu
newbuilding resale purchased by Ningbo Ocean
Shipping for $26m. The unidentified vessel is due
to be delivered from a Chinese shipyard in June.
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Global alternative fuel demand could exceed

10m tonnes in 2026

ALTERNATIVE fuel demand could represent
up to 4% of all bunkers globally by 2026 owing
to new regulations that aim to cut shipping
emissions, according to price reporting agency
Argus Media.

Argus forecasts alternative fuel demand,
including LNG and biofuels, to reach over 10m
tonnes in 2026, from over 4m tonnes today, with
the biggest increase expected from 2025 to 2026
driven by strong methanol demand.

Biofuels and LNG will make up nearly half of the
10m tonnes in 2026, Argus said.

French energy company TotalEnergies warned
on Wednesday that the European Union’s strict
approach against first generation biofuels, also
called food and feed, could make it challenging
for biofuels to help the International Maritime
Organization’s 5% target for zero or near-zero
emission fuels in 2030.

“It means that you need all other energies,
which are bio-methane, methanol and ammonia
later on and maybe some shore power and
wind-assistance technology. Because if they

are not ready and available by 2030 that means
that most of the burden will be on the biofuels
availability,” TotalEnergies strategy director
Frederic Meyer said at the Argus Green Marine
Fuels Conference.

“Bio supplies need to increase significantly to
meet all transport demand particularly in a
very competitive environment with aviation and
road,” Meyer added.

Competition between different industries forced
Europe to import biofuels, as local capacity fails
to meet rising demand.

“Bio-diesel is the only plug and play bio
component today for the marine market. In
Europe we have around six million tonnes of
waste-based bio-diesel capacity. But the road
transport demand is around seven million
already. So we are net importers from Asia,” said
Aleksandar Kuzmanski, trading lead at biofuel
producer Bio Oil.

The EU set strict rules for biofuels that can
be used for Fuel EU Maritime compliance, as
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biofuels used for that purpose must not be first-
generation. The bloc only accept biofuels with a
GHG reduction of 50%-65% over conventional
bunker fuels.

Combined biofuel-blended bunkering totalled
1.25m tonnes in Rotterdam and Singapore last
year, up from 932,000 tonnes in 2022, according
to official figures from the two port authorities.

Despite the strict requirements, the Fuel EU
legislation is expected to boost biofuel bunkering
demand in Europe between 2025 and 2030, as

it is thought to be the most feasible compliance
option.

Rising methanol demand estimates

The Methanol Institute recently revised its
demand estimates, driven by the rising number
of dual-fuel vessel orders and the growth of
production projects.

“In 2028, we projected that in 2028 production
of renewable methanol would be around 8
million tonnes. Now with a recently published
database, we see that number is actually going to
be more than 20 million tonnes within that same
timeframe,” said Matthias Olafsson, government
affairs manager at the institute.

Up to 225 dual-fuel methanol vessels are

on order, while there are 26 such vessels in
operation, according to DNV’s Alternative Fuel
Insight.
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ANALYSIS

The price of Navios and the pure play vs

diversified fleet debate

IS IT better for a public shipping company to be a
pure play or own a diversified fleet across multiple
segments? Debate on this question has been ongoing
since shipowners came to Wall Street en masse in
the mid-2000s.

Today, there are two significant US-listed players
with diversified fleets in three or more segments:
Euronav following the related-party purchase

of CMB.Tech in February, and Navios Maritime
Partners, which reported 1Q24 results on Tuesday.

If the Navios partnership’s unit price is any
indication, investors are yet to be swayed by fleet
diversification.

Even after the recent surge in unit price driven by
insider buying by chief executive Angeliki Frangou,
Navios Partners closed Tuesday at $45.47 per unit,
well below the estimated net asset value.

“Despite the 60%-plus year-to-date gain, Navios
Partners remains deeply discounted, trading at
material discount to its $141 per unit NAV,” said
Jefferies analyst Omar Nokta in a client note on
Tuesday. Nokta has a “buy” rating on Navios Partners
with a 12-month target price of $65 per unit.

Current unit pricing equates to a discount to NAV of
68%, a significantly deeper discount than on equities
of other shipowners with large fleets.

Diversified fleets vs pure plays

The argument for diversified fleets — a
commonplace strategy on the private side — is that
they allow decision makers to have more impact on
long-term profits via re-weighting of exposure to
different segments, based on where each is in the
cycle, allowing stronger segments to bolster weaker
ones, smoothing returns over time.

According to diversified-fleet advocates, executives
running pure plays are primarily bystanders
providing a commoditised transportation service
whose success or failure hinges on the cyclical ebb
and flow of the underlying cargo commodities.

The counterargument from the pure play side is
that investors want each listed shipowner to have
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exposure to a single segment. If investors want to
diversify their shipping exposure, they would rather
do it themselves by buying and selling different
stocks, which gives them control over the mix.

Navios, now an advocate for fleet diversification,
used to be a poster child for pure plays, at one point
having five different US-listed entities: Navios
Partners, Navios Holdings, Navios Containers,
Navios Acquisition, and Navios Midstream.

That led to complications when one Navios company
provided related-party support to another, given
that each entity had different shareholders. Navios
companies faced shareholder suits on related-party
deals in 2016 and 2020.

After introducing all those pure plays, the group
then did a complete about-face: Navios Acquisition
bought Navios Midstream in December 2018. Navios
Partners bought Navios Containers in March 2021,
and bought Navios Acquisition in October 2021.
Frangou took Navios Holdings private in December
2023.

At least some of that consolidation may have
been due to financial circumstances, rather than
a strategic choice between pure plays and fleet
diversification.

When Navios Partners bought Navios Acquisition
in 2021, Nokta, then an analyst for Clarksons Platou
Securities, wrote: “We view this agreement as part
rescue, as Navios Partners is effectively bailing

out Navios Acquisition ahead of its November

bond maturity, and part opportunistic, as Navios
Partners is acquiring a solid tanker fleet at an ideal
countercyclical time.”

Unit pricing surged in 2024 as Frangou
began buying

Navios has kept its on-the-water fleet size constant
during its latest incarnation as a diversified owner,
at 176 vessels in 2022 and the same number today.
Its current fleet comprises 76 dry bulk vessels, 46
containerships, and 54 tankers.

The shift to a diversified-fleet strategy did not
improve its valuation: Navios’ equity price hovered
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in the highly discounted range of $20-$30 per unit
throughout 2022 and 2023.

In a research note on November 2, 2023, Nokta put
Navios’ NAV at $117.60 per unit. The units closed
that day at $22.30, a whopping 81% discount to NAV.

On November 28, 2023, investor Ned Sherwood,

who owned a 5.4% stake in Navios Partners, sent an
angry letter to the board (filed with the Securities and
Exchange Commission), bemoaning the steep NAV
discount and urging that the company remove anti-
takeover provisions and allow outside buyers to bid.

The big pricing change for units of Navios Partners
came this year, as Frangou began buying the equity
herself.

In an SEC filing on February 13, Frangou disclosed
that she owned 4,722,055 units, or approximately
15.6% of the total, and that she intended “from

time to time, to purchase, through one or more of
her investment vehicles, common units, including
in open market transactions, block trades, or
otherwise”.

Through March 6, Frangou purchased 317,035 units
for $10.5m, bringing her stake up to 16.7%. The
company’s unit price is up 54% since February 13.

The results issued Tuesday were better than
expected. Earnings per unit came in at $2.33, well
ahead of the consensus estimate for $2.01 per unit.
And yet, the price sank 6.6% in 2.8 times average
volume after the quarterly announcement.

According to one source in the investment
community speaking to Lloyd’s List, pricing
slumped in heavy trading after the earnings release
because investors had expected a share buyback
announcement in the wake of Frangou’s personal
purchase of units — and there was none.

Reinsurers indicate manageable Baltimore

bridge loss

RE/INSURERS have begun to disclose loss reserves
for claims arising from the Baltimore bridge
collapse.

However, despite the collapse being potentially the
most expense marine loss ever — possibly reaching
as high as $4bn — the disclosed loss estimates

are relatively small, amounting to slightly more
than $600m in total, according to Insurance Day’s
analysis of financial reports.

At the top end, RenaissanceRe has reserved around
$80m, largely in marine liability, while Arch Capital
has also guided towards a similar-sized loss. Fidelis
has booked reserves of $51m for losses in its marine
line.

Chubb, the lead insurer on the bridge, is expected to
make a payout of $350m, although its net exposure
is unclear.

Other companies have indicated their exposures
are variously “moderate”, “non-material” or “within
expectations”. What this means will vary from

company to company.
For some, it is too early to provide an accurate

assessment, which given the complexity of the loss is
also not surprising.
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But the clear message from those that have
commented or provided a loss reserve is the
exposure is manageable, despite the considerable
uncertainty over the final bill. Chubb’s chief
executive, Evan Greenberg, said the scale of the
claim is “nothing outsize” to the firm.

Many companies will simply be taking the prudent
approach of reserving the full limit of their coverage,
which will then provide the opportunity to release
reserves at a later date.

But it is early days. The loss is hugely complicated
and will take years to fully resolve as questions
of subrogation, limitation of liability and general
average are hammered out.

The incident occurred on March 26, when 9,962

teu boxship Dali (IMO: 9697428) allided with the
south-west pier of the central truss arch span of the
Francis Scott Key Bridge at a speed of around eight
knots. The allision resulted in the collapse of a 1.6-
mile section of the bridge, part of which fell on to the
ship’s bow, causing it to ground.

Five of the six construction workers who were
working on the bridge at the time have now been
confirmed dead, with the sixth still officially classed
as missing. One seafarer was injured.
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The bridge had an insured value of $1.2bn, with
repair costs estimated at more than $60om. A
replacement bridge is likely to cost between $1.7bn
and $1.9bn.

The port of Baltimore was forced to shut down
entirely for several days. It has yet to be fully
reopened.

The local authorities have announced their intention
to bring “significant economic and environmental
loss claims against owner, manager/operator,
charterer, manufacturer and others”.

The protection and indemnity market will be in the
spotlight for the liabilities to third parties.

Chubb is likely to seek to recovery of its outlay from
Dali’s liability insurers, London-based Britannia
Club. The business interruption insurers for the port
of Baltimore are also expected to seek subrogation.

As Lloyd’s List reported, the size of the claim will
easily exceed Britannia’s $10m retention and even
the first layer of the International Group of P&I
Clubs’ pool scheme, under which the 12 affiliates of
the International Group share the $10m to $100m
layer. It will thus fall on the reinsured general
excess-of-loss programme for claims above $100m.

But the issue of limitation of liability will be crucial
in determining the extent to which the P&I market
and its reinsurers are exposed. If limitation is
successfully asserted, the cost of the incident will
not be limited to the marine market and will pass to
a wider group of primary insurers and reinsurers.

Depending on general average, cargo insurers could
also pick up the bill for salvage costs.

It will be quite some time before the final loss is
clear and how it is ultimately distributed around the
re/insurance market.

Markel committed to Black Sea and Red Sea
hull and cargo war markets

LLOYD’S insurer Markel is committed to keeping a
strong position in both the hull and cargo war risk
markets, even where circumstances have forced
some competitors out, its director of marine has
confirmed.

Dan McCarthy in particular highlighted the “RUB
exclusion” introduced at the 2023 renewals, which
saw reinsurers exclude Russia, Ukraine and Belarus
marine risk in the wake of Russian invasion of
Ukraine the previous year.

Underwriters have since been forced to write
business in the region net line, making them
responsible for the full payout in the event of a
claim. That obviously constitutes an incentive
for caution.

It has been a similar story in the Red Sea since
the Houthi rebel faction in Yemen began attacking
merchant shipping in November last year.

Reinsurer jitters saw P&I clubs forced to develop
paid-for replacements for fixed premium war
risk extensions for charterers’ cover, often at
inconveniently short notice.

Some were left privately fuming at what one club

chief executive called the “knee-jerk” reaction by
some Lloyd’s reinsurers.
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McCarthy’s comments come after details were
yesterday unveiled of a new Ukraine-focused cargo
war facility led by Markel in collaboration with
broker WTW.

The facility is differentiated from other products by
covering war on land risk from the moment cargoes
leave the farm or factory gate.

“What the typical cargo war policy would not be -
picking up is the war-on-land element and that is
where this new facility comes in,” he said.

Essentially, cargoes will be covered from leaving the
farm or factory gate, something that does not come
with a standard war risk policy.

The product was more than a year in development,
McCarthy went on. But Markel has tried to take a
consistent approach since the invasion commenced.

“At times, there was dislocation in the reinsurance
market, with RUB exclusions coming into play. We
saw some of our competitors having to pull back,”
McCarthy said.

“Because of the proactive approach we took with
things like vessel aggregation technology, we were
able to step up and support clients.
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“The key to this aggregation; knowing what
exposures you've got, where they are, when they
come on risk, when they come off risk.”

Drone strikes

Markel will also try to maintain that attitude when
the time comes for the postwar reconstruction

of Ukraine, a process that will obviously require
insurance cover.

While the Black Sea was a new headache when the
conflict started in 2022, the Middle East has always
been a region prone to sporadic, sudden flare-

ups. That means marine underwriters have long
experience writing Red Sea hull and cargo war risk.

“We have seen, in the cargo war market, a number
of competitors deciding they are not going to cover
the cargo war element, for whatever reason. That has
seen an uptick in demand,” McCarthy admitted.

As a result, Markel has led several facilities for Red
Sea transits since the Houthis began to strike out

at shipping. But some of the attacks have deployed
hitherto novel methods, especially the use of drones.

“You could be 100 miles offshore thinking youre in a
safe area, but we've seen drone activity way offshore.
That’s a new one from a claims trend perspective.

“You've got a naval presence in the Red Sea that has
been successful in mitigating drone attacks. A lot of
drones have been taken down but not all of them.”

This is something insurers, clients and crew will
have to deal with. But from an underwriting
viewpoint, there is probably already sufficient data
to price the risk.

City ambition

McCarthy first conceived the ambition of finding

a job in the City after work experience at the
headquarters of a building society in the mid-1990s.
Perhaps unusually for a teenager in the era of
Britpop, he even enjoyed wearing a suit and tie, and
commuting into London.

“I knew absolutely nothing about insurance. I
remember walking past a pub that was called The
Underwriter, and thinking, that’s an odd name for
a pub,” he recalls.

As an A-level school leaver, he was able to find a job
as an assistant to the marine team at what was then
Allianz Cornhill.
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“I got lucky. I joined an organisation where there
were many elders who were ex Lloyd’s Names, who
took me in. It wasn’t called an apprenticeship, but
looking back it was an apprenticeship for life. From
then on, I was just hooked.”

Within a few years, he had a significant
underwriting role, while still in his mid-twenties. He
signed up with Markel in 2010.

“One of the reasons I joined Markel is that they
had a footprint in both the Lloyd’s market and the
company market. Back then we were very much a
marine player, but less so as a leader, other than in
hull and war.”

He was promoted to head of class in 2019 before
reaching his current position last year last year, with
Katie Costello taking over his old role.

Markel was founded in Richmond, Virginia,

in 1930, and for the following five decades was
essentially a domestic insurer in the US. But in 1986
it got a listing on Nasdaq and branched out into
international specialty with the acquisition of Terra
Nova Holdings in 2000.

The deal gave it both a base in London and a
significant marine and energy book, which has
expanded since then, putting it among the market
leaders in the segment.

McCarthy’s responsibilities include all short-term
marine books, including hull, cargo, war and
specie, and all sub-classes, including bluewater,
brownwater, increased value and construction.

Markel is now a multinational and writes out of
north America, London, Dubai, India, Malaysia,
Singapore, Hong Kong and China, giving clients and
brokers the opportunity to place business in
London market.

McCarthy added that Markel’s philosophy is to act as
lead insurer wherever possible.

“We want to lead as much of our business as we
possibly can. Why? Because we really back ourselves
on the underwriting side and we back ourselves on
the claims side,” he said.

He declined to discuss size of its marine book but
indicated that marine business makes up a double-
digit percentage point proportion of Markel’s
premiums. The comparable figure is known to be in
the low single-digit range at some other

major insurers.
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Resurgent US-China trade tiff could bring
more pain to ocean shipping

US President Joe Biden announced tariff hikes on
some $18bn worth of Chinese goods on Tuesday,
as Washington accused Beijing of unfair trade
practices.

The move raises prospects of an escalatory trade
tiff that could spell pain for shippers, supply chains,
and US consumers. China’s ministry of commerce
blasted the decision and said China “will take
resolute measures to defend its rights and interests”.

The items ranged from electric vehicles, which
would see the tariff rate rise from 25% to 100%
this year, to ship-to-shore cranes, which would be
subject to a 25% tariff. Other goods facing hikes
include steel and aluminium, facemasks, and
semiconductors, among others. The timelines for
implementation of the tariff hikes varied between
goods, with some set to see increases this year, and
others through 2026.

The imposition of a wide array of tariffs in 2018
under former US President Donald Trump and the
ensuing tit-for-tat with China saw ocean freight
rates surge by 160%, according to Xeneta chief
analyst Peter Sand, who warned history may be
repeating itself.

“Rates began to fall away again towards the end
of 2018 as the situation calmed, but they never
returned to the same level, meaning a new status
quo was established in the market at a higher cost
level,” he said in a report.

Sand said that while $18bn is not a “huge amount in
the grand scheme of US trade”, if Beijing responds in
the same manner as it did in 2018, the US and China
could enter another spiral of escalating tariffs.

“That will mean yet more pain for shippers and
ocean freight service providers to deal with,” he
warned.

The new tariffs may entice shippers to find
alternatives routes into the US, including through
its southern neighbour Mexico, Sand said. Mexico
surpassed China as the US’s largest import partner
by value in 2023 for the first time in 20 years,
according to the Bureau of Economic Analysis, a US
government agency.
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Sand noted a 34% year-on-year increase of
containerised imports from China into Mexico
in the first quarter of this year, which has fuelled
speculation that the country is serving as a
“backdoor” to the US.

“The ocean freight container market has seen
incredible increases in demand from China into
Mexico and the latest US tariffs could see this rapid
growth continue,” Sand said.

He added: “We may also see US shippers look to
import goods from nations such as Vietnam as an
alternative to China — as has increasingly been the
case since the 2018 tariffs hike hit the market.”

However, these options entail other risks for
shippers.

“These are immature supply chain routes compared
to the established transpacific trade direct from
China to the US west coast. This means more
complexity, more volatility and increased cost,” Sand
said.

Popular protectionism

The White House framed the tariffs as part of
Biden’s economic push to create “good jobs in key
sectors that are vital for America’s economic future
and national security”.

“China’s unfair trade practices concerning
technology transfer, intellectual property, and
innovation are threatening American businesses and
workers,” the White House said on Tuesday.

While the tariffs were said to be in retaliation to
China’s anticompetitive behaviour, protectionist
measures are popular in Washington and enjoy
support across both sides of the isle — and with
voters. With a presidential election looming,
candidates have an added incentive to flex their
protectionist muscles and to show voters their
“strength” on China.

The tariffs were announced following the conclusion
of a statutory four-year review by the office of the US
Trade Representative under Section 301 of the US
Trade Act of 1974 that examined the impact of US
tariffs on China’s behaviour.
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Notably, the decision to impose tariffs on ship-to-
shore cranes comes amid increased scrutiny by
the White House. Policymakers have warned that
Chinese-manufactured cranes pose cybersecurity
risks, with the US planning to invest billions of
dollars to revive domestic crane manufacturing.

“With respect to ship-to-shore cranes, increasing
section 301 duties may be appropriate to support
the security interests of the United States from the
threat of Chinese state-sponsored cyber intrusions
of critical infrastructure,” the USTR report argued.

Overall, USTR ambassador Katherine Tai said that
tariffs have proved effective in “encouraging” China
to “take some steps” to address issues identified in
the investigation, but said further action is required.

However, the National Retail Federation, a US

trade group, disagreed that the tariffs were helping
change China’s behaviour, and said it was “extremely
disappointed” with the USTR’s tariff review.

“As consumers continue to battle inflation, the last
thing the administration should be doing is placing
additional taxes on imported products that will be
paid by US importers and eventually US consumers,”
executive vice-president of government relations
David French said in a statement.

“The ongoing Section 301 China tariffs have not
worked to force China to change its trade practices.
We need a new strategy that will address the

core issues and provide actual incentives for US
companies to shift their supply chains from China.”

Separately, the USTR recently launched an
investigation probing China’s maritime sector.

DP World opens new ro-ro terminal

at Constanta

DP WORLD is expanding its footprint at
Constanta, Romania, with two new facilities
representing a €65m ($70.3m) investment.

A new ro-ro terminal will open today at the Black
Sea port, which DP World said will handle up to
80,000 vehicles per year at its peak.

A five hectare project cargo terminal will
also open today, handling heavy, large and
complicated cargo.

The Dubai-based logistics company said it hopes
the investment prompts business to relocate
operations to the region as nearshoring becomes
a more prevalent business model.

DP World Europe chief executive Rashid Abdulla,
said Romania was “well positioned to benefit
from the rise in nearshoring and manufacturing”.

In particular, DP World is looking towards the
automotive industry with this new investment,
with Ford, Mercedes-Benz and Renault-owned
Dacia all have manufacturing facilities in the
country. The company said the investment from
car makers in Romania and other countries

in the region made the new ro-ro terminal
“increasingly essential”.

Alongside the new terminals at the port of
Constanta, DP World will also start construction
on a new multi transport hub at the port which
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will open in 2025. An intermodal logistics hub in
Aiud, Romania, connecting rail and road, is also
opening today at a cost of €21m ($22.7m).

In 2023 the port handled more than 92m tonnes
of cargo, including 884,598 teu, making it the
largest port on the Black Sea.

These latest projects mean DP World has
invested €250m ($270.5m), including grants
from the EU, in Romania since it first expanded
into the country 20 years ago.

“DP World’s latest investments in Romania will
increase the cargo flows by around 2m tonnes
per annum through the country,” said DP World
Romania chief executive Cosmin Carstea.

“We believe that with this investment, DP World
in Constanta will significantly strengthen its
position as one of the most important container
and ro-ro hubs in Central and Eastern Europe.
To aid this, we also plan to open a centre

of excellence for services in the Balkans,

to facilitate trade for the countries around
Romania.”
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TMX pipeline an interesting addition to VLCC

market, says DHT chief

VERY large crude carriers are expected to take
“meaningful” volumes of crude from Transmountain
Pipeline Expansion (TMX) on long-haul voyages

to Asia, according to DHT chief executive Svein
Moxnes Harfjeld, who oversees a fleet of 24 VLCCs.

The Vancouver pipeline began operating this month
and is projected to see 25 to 30 monthly loadings
when it is fully operational. While it can only load
aframaxes because of depth limitations, two possible
reverse lightering scenarios have emerged that will
see parceling of cargoes on VLCCs.

The first involves aframaxes delivering cargoes to
India-bound VLCC off Panama’s Atlantic coast. One
such fixture was reportedly already booked by a
major India refiner.

The second will see aframaxes head south after
loading at TMX and parceling their cargoes on
China-bound VLCCs.

“One of the two Chinese state-owned oil companies
owns a quarter of the equity in [TMX],” Harfjeld told
investors during DHT’s first quarter earnings call.

“They have been discussing this with us, and I'm sure
with others, and I expect that trend to evolve. So that
is an interesting addition to the VLCC markets.”

Aside from potential boost from TMX, Harfjeld also
noted a “general trend” of more barrels coming out
of the Atlantic.

“Petrobras is increasing production; Guyana at some
point will also become more involved in VLCCs.”

The company reported first quarter net income of
$47.1m, or $0.29 earnings per share, in line with
analysts’ expectations of $0.30.

Adjusted earnings before interest, taxes,
depreciation and amortisation of $83.8m was in
line with Jefferies estimates but below consensus of
$85.3m.

DHT’s VLCCs operating in the spot market earned
an average of $54,000 per day, while those on time-
charter earned $39,500 per day. Combined, DHT’s
fleetwide time charter equivalent earnings averaged
$50,900 per day in Q1.

So far into the second quarter, the New York-listed
owner fixed 72% of its VLCC spot days at an average
of $51,000 per day. Combined with its time-
chartered VLCCs, 78% of its 2Q days are booked at
an average rate of $47,000 per day.

IN OTHER NEWS

IMO to condemn Red Sea crisis again
THE INTERNATIONAL Maritime
Organization is doing all it can to
resolve the Red Sea crisis, but has
little power to end it.

The Maritime Safety Committee
108 meeting will this week hear
more states condemn the Houthi
threat to maritime safety and
freedom of navigation.

There will be renewed calls in
London today for Yemen's Houthi
rebels to release the crew of the
hijacked Galaxy Leader (IMO:
9237307).

Lloyd's List | Daily Briefing Thursday May 16, 2024

UK Chamber of Shipping makes
demands of new government

THE UK Chamber of Shipping has
set out its vision to partner with
the next UK government, with a
new zero emissions strategy for
shipping front and centre.

In its annual parliamentary
reception in Westminster, the
chamber laid out its key priorities
for a new government, including
support for a shore power roll out
and incentivisation for the uptake
and supply for greener fuels.

The chamber also called
for so-called lifeline ferries,
which serve remote island

communities, to be temporarily
exempted from the UK
Emissions Trading Scheme.
Such vessels will be included
in the UK ETS from 2026, but
the chamber warned that a
lack of “a complete package of
net zero incentives levers and
infrastructure risks significant
harm to island communities”.

Stena to retrofit Irish Sea ro-pax pair
for methanol fuel operations

TWO ro-pax ferries operated by
Stena Group subsidiary Stena
Line in Irish Sea service are to be
converted from conventional fuel
to methanol dual-fuel operations.
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The conversion project will be
undertaken on board the 1,920
lane metre Stena Superfast
VIl (IMO: 9198941) and Stena
Superfast VIII (IMO: 9198953)
in partnership with their main
engine’s designer Wartsila and
Lloyd’s Register.

The 2001-built sister vessels
operate between the Scottish
port of Cairnryan and Belfast,
Northern Ireland.

NTSB says Dali suffered two
blackouts before leaving port
CONTAINERSHIP Dali (IMO:
9697428) suffered several power
outages in the hours before

its catastrophic allision with

the Francis Key Scott Bridge

in Baltimore, according to a
preliminary report by the National
Transportation Safety Board,

the US agency investigating the
incident.

The 9,900 teu containership lost
power twice on March 25 while
it was moored at the port of
Baltimore, with the first blackout
occurring about ten hours before
it left the docks, according to the
report, which was released on
Tuesday.

The first blackout at the port
occurred when a crew member
mistakenly closed an inline
exhaust damper, which ultimately
caused the engine to stall, the
report said. The second one
occurred because of insufficient
fuel pressure.

Lloyd's List | Daily Briefing Thursday May 16, 2024

Greek start-up Harbor Lab raises
$16m

HARBOR Lab, a Greece-based
maritime software firm focused
on streamlining port call cost
management, has raised $16m
from a funding round led by
European venture capital provider
Atomico.

On top of a seeding round of
$6.1m it brings total funding for
the start-up to $22.5m.

Harbor Lab, launched in

March 2020 by chief executive
Antonis Malaxianakis, a former
Thenamaris employee, said that

it will support the growth of its
Athens-based team, already 70-
strong, and its investment “in new
technologies including artificial
intelligence to further enhance its
offerings.”

Ismini Panagiotidi eyes IPO for Icon
ISMINI Panagiotidi of Greece-
based dry bulk carrier manager
Pavimar Shipping is eyeing an
initial public offering on the
Nasdaq in New York.

Affiliated company Icon Energy
has filed a registration statement
with the US Securities and
Exchange Commission to offer
an initial 1.25m shares at an
expected price of between $4 and
$6 per share.

On completion, if the IPO goes
forward, the company will own a
single panamax bulker, the 77,326
dwt Alfa (IMO: 9296808), built in
Japan in 2006.

NYK partners Drax to develop worlds
first biomass-fuelled ship powered
by wood pellets

JAPANESE shipowner NYK Line
has teamed up with compatriot
Tsuneishi Shipbuilding and British
renewable energy company Drax
Group, to develop the world’s first
biomass-fuelled vessel.

The partnership will study an
onboard biomass fuel plant
capable of producing biomass-
generated gases such as carbon
monoxide, hydrogen and methane
to power the vessel. NYK says
that could bring a 22% reduction
in well-to-wake carbon emissions
compared to using fossil fuels.

If the plan proves successful, the

companies will jointly explore the

possibility of building a bioship by
the end of 2029.
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The Xlinks Morocco-UK Power Project
Section 48 - Planning Act 2008 (as amended)

Regulation 4, Infrastructure Planning (Applications: Prescribed
Forms and Procedure) Regulations 2009

Notice publicising a proposed application for a Development
Consent Order

Notice is hereby given that Xlinks 1 Ltd of Kingfisher House, Woodbrook Crescent, Billericay, Essex,
United Kingdom, CM12 0EQ (“the Applicant”) intends to make an application to the Secretary of State
for Energy Security and Net Zero (the “Secretary of State”) under Section 37 of the Planning Act 2008
(as amended) (the “Act”) for a Development Consent Order (“DCO”) (the “Application”). The Applicant
intends to make the Application by the end of 2024. The Application is to authorise the construction and
operation (which includes maintenance) of those elements of the Morocco-UK Power Project (the
“Project”) which are located in the UK (the “Proposed Development”).

The Proposed Development could deliver 3.6 Gigawatts (“GW”) of low carbon electricity to the UK’s
electricity grid and could improve the security and diversity of the UK'’s electricity supply. The Secretary
of State recognised last year that elements of the Proposed Development are nationally significant and
therefore directed under Section 35 of the Act that the Proposed Development should be treated as
development for which development consent is required.

All onshore elements of the Proposed Development are located within the administrative area of
Torridge District Council in the County of Devon. The offshore elements of the Proposed Development
extend from Cornborough Range, also in Torridge, to the seaward limit of the UK’s Exclusive Economic
Zone (“EEZ").

The Proposed Development is split into three distinctive elements, as follows:
Onshore elements

¢ Two independent 1.8GW converter stations plus external equipment, landscaping and other
ancillary buildings (the “Converter Site”) to convert electricity from Direct Current (“DC”) into
Alternating Current (“AC”) before transmission to the National Grid, located west of the existing
National Grid Alverdiscott 400 kilovolt (“kV”) substation.

e 12 High Voltage Alternating Current (“HVAC”) cables connecting the Converter Site into the
National Grid Alverdiscott 400kV substation, each approximately 1.2 kilometres (“km”) in length.

e A new 400kV substation to replace the existing National Grid Alverdiscott 400kV substation, to
the immediate east of the existing substation.

e 4 High Voltage Direct Current (“HVDC”) cables to link the onshore converter stations to a
landfall site at Cornborough Range, buried in bundled pairs with 6 fibreoptic cables in a corridor
approximately 14.5km long and approximately 65 metres (“m”) wide.

Landfall site

e A landfall point at Cornborough Range on the Devon coast, about 2.5km south of Westward
Ho! and 4km west of Bideford, hosting two Transition Joint Bays to transition from offshore
HVDC cables to onshore HVDC cables.

Offshore elements

e HVDC cables which would bring electricity from its generation to the landfall point, which are
located within the UK EEZ in a corridor approximately 370km in length and between 500m and
1.5km wide. These would be in bundled pairs with 6 fibreoptic cables.

The Proposed Development will include other required works, such as temporary access roads,
highway works, temporary works compounds, work sites, ancillary works, temporary and permanent

Lloyd's List | Daily Briefing Thursday May 16, 2024 Page 14



utility connections, permanent utility diversions, biodiversity net gain offsetting, and any other works
identified as necessary to enable the Proposed Development.

The Application will seek authorisation for the compulsory acquisition of land and interests in and rights
over land, the overriding of easements and other rights, the temporary use of land, the application
and/or disapplication of legislation relating to the Proposed Development, and such ancillary, incidental
and consequential provisions, licences, property rights, permits and consents as are necessary and/or
convenient.

The Proposed Development is an Environmental Impact Assessment (EIA) development, as defined by
The Infrastructure Planning (Environmental Impact Assessment) Regulations 2017. An Environmental
Statement will therefore be submitted as part of the proposed Application, which will contain information
about the environmental effects of the Proposed Development.

Information currently available about the likely significant environmental impacts of the Proposed
Development will be set out in a Preliminary Environmental Information Report (“PEIR”) that will form
part of the consultation documents.

Consultation on the proposals will take place from Thursday 16 May 2024 until 11:59pm on Thursday
27 June 2024. The Applicant is making available a number of ways to find out more about the Proposed
Development including:

¢ Holding public exhibitions at the locations and times below
o Reading the consultation materials detailed in this notice
¢ Visiting the consultation website, www.xlinks.co/devon
¢ Contacting the Applicant directly with questions using the details in this notice
Date and time Venue
Monday 20 May, 4pm-8pm Abbotsham Village Hall, Abbotsham, Bideford
EX39 5AP
Tuesday 21 May, 4pm-8pm Alverdiscott Village Hall, Stoney Cross, Bideford
EX39 4PZ
Wednesday 22 May, 12:30pm-4:30pm Offshore stakeholder event - Caddsdown
Business Centre, Caddsdown Industrial Park,
Clovelly Rd, Bideford EX39 3BE
Wednesday 29 May, 6pm-7:30pm Webinar — please visit www.xlinks.co/devon to
register
Friday 31 May, 1pm-5pm Pollyfield Community Centre, Avon Rd, Bideford
EX39 4BL
Saturday 1 June, 11am-3pm Huntshaw Parish Hall, Huntshaw, EX38 7HH
Wednesday 5 June, 6pm-7:30pm Webinar — please visit www.xlinks.co/devon to
register

All documents, plans and maps showing the nature and location of the Proposed Development,
including the PEIR, will be available to download free of charge from Thursday 16 May 2024 until
11:59pm on Thursday 27 June 2024 on www.xlinks.co/devon

The Applicant intends to make copies of the consultation materials showing the nature and location of
the Proposed Development available for inspection free of charge from Thursday 16 May 2024 at
locations in the vicinity of the Proposed Development, listed below, for the duration of the consultation
period (until 11:59pm on Thursday 27 June 2024). Please visit www.xlinks.co/devon to check the most
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up to date information on all locations and the arrangements in place for inspecting the documents.
Alternatively, you can contact us on the details below.

Venue Opening hours*
Northam Library, Fore St, Northam, Bideford Monday/Saturday: 10am - 1pm*
EX39 1AW Wednesday/Friday: 10am - 5pm

Tuesday/Thursday/Sunday: CLOSED
Pollyfield Community Centre, Avon Rd, Bideford | 9:30am — 11pm Monday to Sunday
EX39 4BL

*Please check opening hours with the venue before attending

Copies of the consultation materials may be requested during the consultation period from the Applicant
using the e-mail address, postal address or Freephone number provided below:

+ By post: Xlinks Morocco-UK Power Project consultation FREEPOST SEC NEWGATE UK
LOCAL

*  Online: www.xlinks.co/devon

+ By email: hello@xlinks.co

* By phone: 01271 268830

Any enquiries relating to the consultation materials, documents, plans and maps can be made to the
Applicant using the telephone number listed above.

Copies of consultation documents on USBs, as well as hard copies of the consultation booklet and
consultation questionnaire, will be made available free of charge on request. Given the size of the
document, requests for hard copies of the PEIR will be reviewed on a case-by-case basis. To cover
printing costs a reasonable charge may apply, to be paid by the recipient, up-to a maximum of £750 for
the whole suite. To request these materials in hard copy or an alternative format, please get in touch
with us using the contact information in this notice.

How to respond to consultation

Any person may comment on the proposals or otherwise respond to this publicity. Responses must be
received between Thursday 16 May 2024 and 11:59pm on Thursday 27 June 2024. A consultation
questionnaire is available as part of the consultation, and the consultation website will also allow the
submission of electronic consultation responses. When providing your response, please include your
name and address or, if you would prefer your comments to be anonymous, your postcode only. Please
also confirm the nature of your interest in the Proposed Development. Please supply any response to:

+ By post: Xlinks Morocco-UK Power Project consultation FREEPOST SEC NEWGATE UK
LOCAL

*  Online: www.xlinks.co/devon

+ By email: hello@xlinks.co

Responses must be received no later than 11.59pm on Thursday 27 June 2024.

The Applicant will consider and have regard to all responses received by the above deadline when
developing its Application for a DCO once consultation has closed. Copies may be made available in
due course to the Secretary of State, PINS and other relevant statutory authorities so that feedback can
be considered as part of the process. The Applicant will request that any personal details are not placed
on public record and these will be held securely by the Applicant and its agents in accordance with the
data protection law and will be used solely in connection with the consultation process and subsequent
application for the DCO and, except as noted above, will not be passed to third parties. Responses will
form the basis of a Consultation Report that will be one of the factors taken into consideration by the
Secretary of State when deciding whether the Application can be accepted for examination. Therefore,
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in providing any comment, it should be borne in mind that the substance of it may be communicated to
others as part of the Consultation Report.

If you would like further information about this notice, the consultation or the Proposed Development,
please contact the project team by using one of the contact methods provided above.
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