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THE world’s premier container ports chalked up a second successive
year of muted volume growth during 2023, in a 12-month period
ending with contrasting fortunes for the leading export and import
hubs.

Last year’s combined throughput tally hit 690.3m teu, up 0.8% from
685.2m teu on 2022’s elite port performance, edging ever closer to the
700m teu mark.

The subdued growth figure, however, was down on the previous year
(1.7%), continuing the trend of the ‘tepid 20s’ post-Covid in a sobering
reality for the sector.

Throughout 2023, the fragmentation of volume growth was striking.
Yet one core theme remained from the previous year. Once again it was
the Chinese majors and ports in the Middle East where the lead share
of growth was concentrated.

China’s colossal export centres saw business continue to tick along
with the country’s resurgent economy, with trade activity energised by
the full lifting of long-drawn-out pandemic border measures during
the early stages of 2023.

In the Middle East, volume growth was reported across much of the
region.
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But this was especially prevalent among the major
oil-exporting nations, where a concerted effort to
diversify economies continues to provide robust
demand for containerised trade.

China’s exploits and Middle East gains helped offset
significant setbacks in throughput at US terminals.
The end of the pandemic freight boom and
overstocked inventories led to sharp decreases at key
gateways on the east, west and Gulf coasts.

European ports also finished 2023 worse off than
when the year started, with the continent still
gripped by inflationary pressures, high interest rates
and the economic impact from the war in Ukraine.

Top 10

The elite of the elite performed strongly as a whole,
with almost all ports among the top 10 rankings
reporting a solid annual return.

Shanghai’s stranglehold over its rivals continues

to show no sign of let-up after volumes nudged up
almost 4% to 49.2m teu — a feat aided largely by a
recalibration of river traffic and the additional count
of hinterland cargoes.

Nevertheless, volumes are impressive. The fact
Shanghai handled more than double that of seventh-
ranked Busan is a case in point.

Initial 2024 throughput numbers suggest further
increases for the coming year, putting the Chinese
colossus on track to become the first port to
celebrate annual handling figures of more than 5o0m
teu.

Singapore, some 10m teu shy of Shanghai’s
throughput tally, stayed second once more as it
staved off the impact of wider geopolitical challenges
to hold onto its crown as the world’s largest
transhipment hub.

Meanwhile Ningbo-Zhoushan’s impressive near-6%
rise in liftings meant it was ‘as you were’ for this
year’s top three.

And this was the case for our top eight this year,
in what was a rather uneventful affair in terms of
rankings jostling.

Shenzhen proved the only one of these ports not to
improve on last year’s total, in sharp contrast to rival
export hubs in eastern and northern China, which
bounced back strongly from Covid-era declines.
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A renewed focus on exports and Western economies
and on mainline trades impacted domestic cargo
flows; however, this still only represented a 0.5%
drop on 2022 box numbers.

Shenzhen’s slight blip, though, among the top 10 was
overshadowed by the failings of Hong Kong, with the
port’s traditional transhipment business continuing
to diminish as shippers opt for direct shipments into
China.

Throughput at 14.4m teu meant that volumes across
the docks have decreased by as much as one-fifth in
the space of two years, in a further fall from grace
for what was the world’s largest container port 20
years ago — and, at its peak in 2007, handled more
than 26m teu.

Hong Kong held onto its top 10 rankings, but only
just.

Middle East giant Dubai jumped the queue to make
a return to the top 10 as its strategy to focus on
non-oil trades bore fruit.

As aresult, Rotterdam gave way, as Europe’s largest
container complex suffered at the hands of weaker
consumer demand across the continent and the
absence of Russian trade volumes.

China

The world’s reliance on China as the integral cog

of the containerisation system and principal global
export hub has been a core theme of the Lloyd’s List
rankings since the late-1990s.

Talk of a supply chain shift and alternative sourcing
to lessen the reliance on Chinese production and
manufacturing may have grown louder in recent
years, but the country’s prominent position is
showing no sign of letting up anytime soon.

Indeed, China advanced its top 100 status in 2023
even further. The facts talk for themselves.

Last year, China’s volume contribution of 285m
teu to the top 100 ports total represented 41.3% of
overall trade, climbing 3.5% year on year.

The US continued to have the second-largest volume
contribution — but at a touch over 50m teu, this is
still less than one-fifth of China’s mammoth total.

Despite Haikou dropping out of the port rankings,

the country also increased its top 100 quota to 25
with the addition of two of our three new entries

Page 2



— namely Yangpu and Shantou.

With China finally removing all Covid restrictions,
there were some notable advancements in traffic too,
as production was ramped up across much of the
country.

Three of the top four largest percentage increases
came at Chinese facilities: Qinzhou, Dongguan and
Jiaxing. Jiaxing took the crown as China’s fastest-
growing port — at least in percentage terms —
jumping 17 slots on the ladder this year as volumes
swelled nearly 20%.

However, it was also a Chinese port, Tangshan, that
took the unwelcome accolade of being the worst-
performing port across 2023, after a slump of more
than one-third in traffic.

Asia, excluding China

Outside of China, growth in Asia was largely
fragmented, but the region’s sprawling ports
managed to improve on their 2022 performance,
climbing 2.1% as a collective.

Asia’s three largest transhipment hubs, Singapore,
Busan and Port Klang, all reversed volume losses —
but growth was stunted, at least to some degree, by
softening demand from key Western economies.

For the Vietnamese majors, throughput contractions
were reported across the board as demand from its
key trading partner the US fell sharply.

The region’s big success story came from India,
where its ports duo of Mundra and Jawaharlal
Nehru ended the year with robust growth as the
country’s economy continues its rapid advance.

For Mundra, this meant a jump of close to 14% on
its 2022 total — and with it, the prize as the region’s
fastest-growing port last year.

North America

North American ports witnessed a rather forgettable
2023, as the post-Covid demand boom came to a
crashing halt — and then some.

Port majors on the east, west and Gulf coasts

all posted significant volume losses, leading to a
regional total that came in some 11.7% lower than in
2022.

As many as six of the 10 largest throughput declines
last year came from North American ports.
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The biggest deficit was witnessed at New York & New
Jersey terminals, where liftings slumped by nearly
18%.

The Californian pairing of Los Angeles and Long
Beach — North America’s busiest box ports — didn’t
fare much better, with both chalking up losses of
more than 12%.

The volume shortfall was not just restricted to the
US. Canada’s premier port Vancouver also reported
a similar year-on-year deficit, as one of nine North
American ports to finish 2023 with volumes down
by double-digit proportions.

The exception — or the only North American port
to improve on its 2022 performance — came from
Mexican major Manzanillo, where momentum

in the nearshoring of manufacturing operations,
particularly from Chinese enterprises, continues to
drive volumes across the docks.

Middle East

Middle Eastern ports achieved the highest average
growth rate in 2023, reflecting the region’s economic
resilience and continued growth in non-oil sectors.

Saudi Ports helped lead the charge.

The country’s largest port, Jeddah, notched up
growth of more than 12%, while Dammam fared
even better, posting figures up more than 13% on
2022’ total.

Dubai, as mentioned above, returned to the top 10,
but it was domestic rival Abu Dhabi that stole some
of its thunder, continuing its rapid surge up the
rankings with its carrier-affiliated terminal tenants
— notably China’s Cosco — aiding the port’s rise to
prominence.

Abu Dhabi’s 13.7% jump in volumes helped the UAE
port climb to a new high of 40 in the rankings.

Salalah came out as the sole port in the Middle East
to post a lower total in 2023 on the previous year —
a result that saw Oman’s principal hub drop out of
the top 50 for its troubles.

Moving back into the top 100 was Damietta — and
in some style.

Following a decade-long hiatus, the Egyptian port

racked up a phenomenal 60.2% rise in liftings over
its quays after securing several new liner customers.
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With Hapag-Lloyd setting up shop in Damietta as its
new hub north of the Suez Canal, the port looks set
to remain a rankings mainstay.

Northern Europe and the Mediterranean

In Northern Europe, all four of the region’s largest
ports in the so-called ‘northern range’ reported dips
in throughput for 2023.

Rotterdam, Antwerp-Bruges, Hamburg and
Bremerhaven all finished the year posting high
single-digit percentage losses — a fate largely
attributable to the economic impact of the Russian
war and low consumer demand.

Of the nine Northern European ports featured in the
rankings, it was only Southampton that bucked the
wider trend of volume damages — albeit with only
minimal advances.

However, the UK was still not immune from the
weak trade environment felt across the continent,
with London hit by a close-to 10% drop in box
numbers.

Meanwhile further south, ports dotted along the

Mediterranean coastline had a mixed performance.

Growth was evident in the eastern Mediterranean,
where terminals in Tiirkiye continue to benefit from
significant investment in the country to expand
seaborne trade.

Ambarli was the most notable success story, with
container trade up more than 10%.

In the western region, the major transhipment hubs
suffered in much the same way as other European
ports — with the exception of Gioia Tauro, which
continued to benefit from MSC’s takeover of the port
and the additional volumes coming from the world’s
largest ocean carrier.

Yet it was Tanger Med that stole the spotlight in the
Mediterranean once again, as its astronomical rise
continues.

A further 13.4% jump in throughput saw the
Moroccan hub maintain its leading position in the
region, while climbing to a rankings high as a top 20
port for the first time.

WHAT TO WATCH

One Hundred Ports: Red Sea uncertainty

clouds port outlook

THE container port sector is on track for a solid
return to the growth trail, following successive years
of mundane demand increases.

Analysts Drewry pin a 4.1% growth figure to global
port handling for 2024. This is in the context of just
0.5% growth in 2022 and 0.3% last year.

Although far from the magnitude of a post-Covid-
type demand surge, the prospect of a much healthier
volume return gives cause for optimism heading into
the second half of 2024.

But if recent times have taught us anything in the
container shipping sphere, nothing is given. Much
can change — and change can happen quickly.

Which way the pendulum swings will largely be

determined, however, by how the situation in the
Red Sea develops.
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Although this will not impact volumes primarily,
any rise or de-escalation of the region’s hostilities
will have consequences for ports globally.

While Red Sea risk remains front and centre of
industry thinking, there are other factors at play that
could sway the fortunes for container ports in 2024.

To help shed some light, Lloyd’s List has entrusted
the help of two of the industry’s most prominent
container shipping analysts: Drewry senior ports
and terminals analyst Eleanor Hadland; and Lars
Jensen, chief executive of container consultancy
Vespucci Maritime.

Red Sea crisis

The underlying determinant, and the big unknown
for the global port sector, rests with the Red Sea
crisis — and not just from the perspective as to when
carriers can be once again reassured of safe passage.
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Plenty of other questions remain, according to
Jensen.

Of chief concern is whether the conflict escalates.
If hostilities reached the Strait of Hormuz, or even
spread to the east Mediterranean, the situation
would become increasingly dire for all concerned.

If, indeed, Hezbollah were to get involved — and, for
example, start targeting Cyprus — then everything,
as Jensen put it, could “go completely nuts”.

Thankfully, at the time of writing, the threat to
shipping was still largely confined to the Bab El
Mandeb Strait.

Nevertheless, the Houthi attacks continue to have
far-reaching ripple effects.

Carriers’ migration around the Cape of Good Hope
has realtered service patterns across key trading
markets, including the lucrative Far East-Europe
trade — which relies on its Red Sea routing via the
Suez Canal — while prompting a rapid relocation of
transhipment volumes from the region.

For ports, it’s the latter that is the most pressing
issue.

At the time of writing, early peak season volumes
had started to hit home, squeezing already tight
capacity in the container sector further still.

While diversions around the Cape of Good Hope had
enabled some slack in the supply chain by limiting
the influx of fresh tonnage, this had been unable to
fully absorb the recent surge in demand.

“We’ve seen new Red Sea shuttle services launch,
and those have helped volumes in the eastern Med
hubs, if they are carrier controlled,” said Drewry’s
Hadland.

“But we've seen rising congestion at the west
Med hubs — and we’ve seen a lot of congestion
in Colombo, Singapore and the Southeast Asian
market.

“If you think about the amount of cargo that those
used to move into the Red Sea, and be transhipped
in the Red Sea, all of that has been displaced.

“It’s having some extreme effects on a relatively
small number of ports — but it’s the transhipment
hubs that are suffering. And it’s like throwing a
pebble in a pond: that effect will spread out.”
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The good news, she said, is that cargo will not dwell
forever.

“The footloose nature of transhipment cargo means
that as soon as one port fails to meet expectations,
they [carriers] will move it to the next port, or the
next port ete.”

With further tonnage due to hit the water across
the remainder of 2024, Hadland explained how this
should help alleviate pressure at the quayside.

“Once the industry can move back to fixed weekly
sailings, there’s hope that transhipment operations
will normalise.”

Jensen added the key will be whether the demand
boom that container shipping is currently facing is
just an early peak season rush. If so, he expected
volumes to start to taper off by the end of July or
early August.

“If this is just an early peak, that will help abate
the situation somewhat. It’s not going to resolve the
situation, but it will at least give some breathing
space.”

However, as highlighted by Hadland, it’s not all bad
news for the transhipment hubs carrying the weight
of displaced Red Sea traffic.

While operationally, ports will, of course, be
incentivised to reduce congestion levels, much like
the carriers relishing inflated freight rates, such
disruption can be equally financially rewarding, she
explained.

Like the lines, terminal operators booked unusually
high profits in late 2021 and early 2022 off the back
of the post-Covid demand surge.

“The port industry had recovered back to more
normal levels, but we’re starting to see revenues
creep up again on the back of storage income,” said
Hadland.

Red Sea return?

Halfway through the year, there is also little sign of
a let-up from the side of the Houthis, with attacks
still occurring regularly.

With the risk factor still high, the possibility of
carriers rerouting fleets back through the Red Sea
is unlikely anytime soon. Indeed, Hadland says that
Drewry is constantly pushing back its timeline for a
return.
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“It’s not just when the carriers will return to that
route; there’s also now wider factors to do with
insurance markets, etc. It’s when will the carriers
be allowed? When will it be commercially viable to
return to the normal routing?”

For Jensen, however, the longer the situation
continues, the industry must give serious
consideration to the likelihood this could not be
resolved for many years to come — a scenario that
needs to be planned for.

If carriers are finally granted safe passage back
through the Red Sea, the question then turns to
how long will it take for operations to return to
normal? The short answer, according to Jensen, is
not overnight.

Instead, he believes it will take the industry as long
as two to four months to get its house in order.

“Once this happens [carriers return to the Red Sea],
youre going to get massive congestion problems in
Europe, because the first vessels going back through
the Suez will overtake those heading round Africa,”
said Jensen.

This will effectively mean twice the number of
vessels arriving in Europe across the same week.

Carriers, too, will likely demand rapid turnarounds
to keep at least some semblance of schedule,
explained Jensen.

As a result, empties will likely be ignored, which
could also lead to a temporary equipment shortage
out in Asia further down the line.

“This will overwhelm port infrastructure and
overwhelm inland infrastructure. It might even
overwhelm the warehousing infrastructure in
Europe.

“It will undeniably be good news to go through the
Suez Canal — but the transition will be painful,
especially in Europe.”

The advice for European ports therefore is to have
a contingency plan for the moment carriers return,
stressed Jensen.

Most important, he explained, will be limiting
access to containers to the terminal, “especially
empty containers because they are highly likely to go
nowhere fast”.
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Although this would push the issue inland, at least
it would limit congestion within the confines of the
terminal gate.

US east coast strikes

News that talks between the International
Longshoremen’s Association, representing US
dockworkers at east and Gulf coast terminals, had
broken down in early June came as quite a shock.

The previous month, the two sides had signalled
negotiations were progressing nicely.

The revelation raised the prospect of a crippling US
port strike in October, just a few weeks ahead of the
presidential election.

For Jensen, even if the prospect is slim, with the
market squeezed as it is, further disruption is the
last thing the industry needs.

“Historically, the ILA usually ends up with a deal,
which is the good news.

“The bad news is, if we do get a strike, this will mean
the market will get much worse than it is now, and
we’ll be back to the same spiking levels seen at the
worst of the pandemic,” he warned.

Decarbonisation and
digitalisation

Decarbonisation and digitalisation remain high on
the port agenda. However, as Hadland explained,
success in both is intrinsically linked.

Put simply, digital strategies can help drive
productivity gains — and the more productive
you are, the less emissions and the closer to
decarbonisation goals.

From a port perspective, she said digitalisation is
the “low-hanging fruit” to improve port efficiency.

Whether this is through port authorities
implementing just-in-time vessel arrivals systems
to ensure ships spend less time at anchor; or port
operators incorporating ever-more sophisticated
terminal-operating systems; or using Al to predict
box movements and intelligent yard planning; or
vehicle booking systems to cut turnarounds at the
gate... “all of that adds up” in relation to limiting
emissions from terminal operations, said Hadland.

Of course, such systems are commonplace across

Europe — but these initiatives are starting to expand
worldwide, as operators take a more globalised view
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on digital strategy, explained Hadland.

Having piloted systems in one or two places, the
plan is then to implement this across the whole
network, whether in Africa, Latin America or North
America, she said.

“We're finally starting to see that the synergies of
being part of a global terminal network are being
pushed through that commonality of systems
approach.”

This approach can be no better illustrated than by
the initiative currently being undertaken by APM
Terminals and DP World to push for the widespread
electrification of container-handling equipment.

“The focus on a more joined-up digital strategy
and making these small incremental efficiency
gains is what’s going to get operators to their 2030
[decarbonisation] objectives and keep the industry
on track,” said Hadland.

The wildcards

Cyber-attacks

The first of our ‘wildcards’ for the port sector is one
Jensen says he has raised numerous times, yet still
“nobody seems to want to listen”.

Cyber-attacks — especially if as a ripple effect of
the Russian-Ukraine war — should be of particular
concern to ports and terminals, he said.

“My main concern is not so much about freight
forwarders or shipping lines being impacted. That is
painful — especially for the ones that get hit — but it
doesn’t impact the global supply chain that much.”

The disaster would be if an attack compromised
major container terminals, Jensen warned.

“Imagine shutting down five to 10 of the world’s
largest container terminals — or just five to 10 of the
largest in Europe or in the US.

“They have contingency plans and will probably be
up and running again after two, three or four days.
But if it is a devastating attack, the congestion this
will create will be a nightmare, given the situation
we’re in.”

While under normal circumstances this would be

manageable, in today’s climate, there is no surplus
in the system to absorb such an attack, said Jensen.

Lloyd's List | Daily Briefing Monday August 19, 2024

FuelEU Maritime

The European Union’s impending carbon-intensity
limit for shipping, Fuel EU Maritime — effective
from the start of 2025 — is a regulation for which
Jensen feels the industry is once again ill-prepared.

Similar to the EU’s Emissions Trading System,
IMO 2020 and the sulphur cap of preceding years,
FuelEU looks set to catch many off-guard.

This, he said, is flying completely under the radar,
thanks to the noise of the Red Sea crisis.

“I think everyone is underestimating the impact
there’s going be and the cost it’s going to have on the
shippers,” said Jensen.

Trump presidency

The final ‘wildcard’ stems from the prospect of

a second US presidency for Donald Trump — an
outcome that is growing ever more likely by the day.

After what transpired during his first term, Jensen
envisages a period in which the US becomes
increasingly isolationistic.

“That sets the stage for much larger conflicts — and,
in the case of the Red Sea, it is going to be nothing
compared to what might come.

“Trade war in itself is already ongoing between the
US and China and is likely to be escalated no matter
who wins, because both Republicans and Democrats
are running on anti-China trade war platforms.

“But a Trump presidency appears much more likely
to amp it up more and without much thought of the
consequences.”

The Trump presidency would be tested very early on,
especially by Russia and China, he explained.

Judging by the rhetoric of his first presidency,
Jensen expects Trump to toe a hard line on his
isolationistic foreign policies, distancing itself from
its adversaries to focus on domestic affairs.

“They [the US] will sell it as a big victory; it will be
seen as creating peace, as we don’t want war — but
the reality is going to be the exact opposite.

“We can see how easy it is to disrupt vital shipping
links just by the Houthis. If this is then amped up
by a much more active Russia and China — and even
a much more active Iran — this will get a lot worse
really quickly.”
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One Hundred Ports: Shifting port calls reveal
difficulty in cutting Chinese box reliance

TRADE flows continue shifting, due to short-term
disruptions but also long-term trends.

Last year, Lloyd’s List uncovered interesting findings
around supply chain reconfiguration by analysing
containership port call data from China.

‘Reglobalisation’ was evidenced by the sharp drop in
US port calls, while more ships arrived in Vietnam,
Mexico and Russia.

So how has this year panned out?

For one, trade flows have grown more complex
as shippers redirect cargoes to skirt mounting
geopolitical tensions; but opportunistic routing
may only be masking a deeper addiction to Sino
manufacturing.

Direct port calls from China to the US rebounded
nearly 11% year on year during the first half of 2024,
after plunging 24.1% in 2023, according to Lloyd’s
List Intelligence data.

Last year’s decline versus 2022 was perhaps
expected, given the pandemic shopping spree
further subsiding and China’s supply chain exodus
ongoing.

While the 2024 rise is seen more of a result of US
demand recovery and frontloading, it doesn’t signal
supply chain reversals, however.

US imports from China in containerised goods
have also grown markedly this year, consistent with
the port call data, according to logistics provider
Descartes. July’s volume of more than 1m teu from
China broke the August 2022 record.

Descartes said top commodities remained consumer
goods, such as furniture, bedding and plastics.

Drewry Maritime Advisors deputy head Jayendu
Krishna believes the increased volumes partly reflect
frontloading by shippers worried about potential
disruption from US port labour negotiations.

After the International Longshoremen’s Association
— representing east and Gulf coast dockworkers —
refused to extend contracts after September 30, the
risk of strikes in early October is increasing.
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“A strike then would hit Christmas shipments,”
Krishna said.

It remains to be seen if the growth momentum
sustains, with doubts that front-running of demand
around disruptions will pressure volumes later this
year.

Nevertheless, there are no signs of reversing the
trend of the US looking to reduce its dependence on
Chinese manufacturing, with Washington enacting
further measures, including tariffs, to counter what
it calls “China’s overcapacity”.

Krishna said the share of China’s exports going
to the US has steadily fallen, with around 85% of
export value now directed at emerging economies
and other developed markets.

Countries inheriting Chinese manufacturing
A large amount of lower-end, labour-intensive
goods, as well as some higher-end, technology-
driven products, have shifted to other
manufacturing countries, Krishna said, noting;:
“Mexico has obviously gained.”

As a major gateway for Chinese goods circumventing
US tariffs, imports from China into the Latin
American country have grown even more strongly
this year.

Container volumes from China to Mexico’s west
coast surged an astonishing 60% year on year in
January to 117,000 teu, according to Container
Trades Statistics. Overall growth hit 28.5% for the
first six months.

This matches the 23.8% rise in direct port calls
recorded by Lloyd’s List Intelligence over the same
period. All three arrival ports — Lazaro Cardenas,
Manzanillo and Ensenada — are on Mexico’s west
coast.

“This is one of the most interesting trades this year,
especially for non-main fronthauls,” said Peter Sand,
Xeneta’s chief analyst.

His company’s data shows spot rates on the trade
peaked at $7,600 per feu in early July, up from
$2,100 per feu in late March, before correcting
to $5,400 per feu as more capacity was added by
several carriers.
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“We expect falling trends to continue into August,”
Sand said. There are also signs shippers are relying
more on the route, with rising contract prices, he
added.

With growing Chinese investment into Mexico, the
maritime trade lane seems likely to remain buoyant,
even as it faces increased US scrutiny.

At Manzanillo, Mexico’s largest port, terminal
operator Contecon Manzanillo already announced
plans to invest $300m by 2025 to expand its
operations.

The subsidiary of the Philippines’ International
Container Terminal Services aims to increase
the annual capacity at its Container Terminal
Specialized II from 1.4m teu to 2m teu.

Review of the US-Mexico-Canada (USMCA) trade
agreement in July 2026 could become critical,
however, argued Krishna.

“Then you may see further tightening by
Washington so that Chinese investment and cargo
doesn’t land in the US through Mexico,” he said.

“But for now, the trend continues of Chinese exports
being directed to other emerging economies before
potentially heading to the US.”

Beyond Mexico, Vietnam and India are also
frontrunners among these recipient nations.

Direct calls from China to Vietnam grew 1.5%
during the first half of the year, after 2.2% growth in
the whole of 2023, indicating stabilisation following
an expansion of more than 20% seen in 2022 during
the pandemic.

Yet total vessel capacity arrived increased 7.3%
in January-June 2024 and 20% in 2023, showing
larger vessels are serving this trade.

Vietnam is the fourth-largest trade surplus economy
against the US after China, Mexico and the EU.

World Bank and economists’ assessments show a
strong correlation between Vietnam’s export surge
to the US and its import growth from China.

In May, Reuters reported that the World Bank’s
preliminary estimates indicated a 96% correlation
between the two flows, up from 84% before Donald
Trump’s presidency.
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Meanwhile, direct calls from China to India remain
limited at less than 100 — but posted astronomical
growth of around 200%.

Most headhaul services are still transhipping via
hubs including Singapore and Colombo.

Krishna said the outcome is expected, yet perhaps
“ironic”, given New Delhi’s overt hostility to Chinese
imports.

However, those volumes still comprise 15% of India’s
$675bn total imports in the 12 months ending
March 2024, up 3.3% year on year.

Elusive China-Russia trade

A rather surprising finding, though, was that China-
Russia direct calls fell 14.8% during the first half of
2024, having surged 71.7% in 2023.

More than 90% of calls were on shorter routes to
Russia’s Far East using Chinese or Russian-operated
ships.

Teasing out reasons behind the wild swings in the
opaque trade is difficult.

But this year’s shift occurred against a backdrop of
escalated US export controls and sanctions to cut off
Moscow’s military supply.

Many Chinese exports reportedly reach Russia via
transhipment to evade regulatory oversight.

“It’s possible the trade is more convoluted now,
to make it difficult to understand for the US and
Europe,” said Krishna.

Overall container volumes in Russian ports still
increased 15% in January-June 2024, with China
the dominant partner, according to Linerlytica’s Hua
Joo Tan.

Though Far East volumes decreased slightly this
year, due to serious congestion, Tan said cargo
had shifted back to the Black Sea and Baltic Sea

gateways.

“These Black Sea and Baltic Sea volumes are served
by both direct China-Russia services, as well as
transhipment services that go through ports in the
United Arab Emirates, Turkiye, Egypt, Morocco and
Lithuania,” he said.
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ANALYSIS

One Hundred Ports: Box lines struggled in
2023 with weak demand and low freight rates

CONTAINER shipping thrives in a crisis — but
crises were in short supply during 2023.

For the container line customers of box terminals,
2023 was a year of resetting from the chaos of the
previous two to three years.

The pandemic-era spike in freight rates was over,
port congestion was a thing of the past and volumes
shrank as the excesses of the supply chain crisis
melted away.

Global container volumes crept up by just 0.2% in
2023, despite a significant improvement in the final
quarter of the year.

Figures from Container Trades Statistics show full-
year volumes reached 173.8m teu, up from 173.5m
teu in 2022 after fourth-quarter volumes rose 7.2%
year on year. This helped reverse a 6.8% decline that
had been seen in the first quarter.

During 2022, cargo owners pushed inventory levels
up after the shortages seen during the supply chain
crisis.

But when economies began to slow, following the
invasion of Ukraine and the end of pandemic-era
support schemes, demand began to fall. Importing
countries had all the goods they needed — and more.

To have ended the year at the same level as 2022 was
regarded as a win — particularly after the slow first
quarter.

But key headhaul trades from Asia to North America
and northern Europe remained weak in comparison
with 2022.

Asia-North America volumes were down 4.2%
across the year, despite a stronger performance in
December. Asia-northern Europe figures remained
flat.

Speaking last October, Vespucci Maritime chief
executive Lars Jensen said: “It is by now very clear
that the peak season was a dud from the container
lines’ perspective.”

He said the market was at a crossroads at which
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it was clear that demand did not support carrier
deployments of capacity in their current networks.

“It is also clear that the continuing delivery of more
new vessels will only make this worse,” Jensen said.

With ships no longer tied up at overworked
terminals, capacity was more than sufficient for
demand, while freight rates returned to levels last
seen before the pandemic and stayed there.

Capacity tied up by congestion fell from 14% at its
peak to just 4%.

Moreover, a swathe of newbuildings that had
been ordered during the high-earning years of the
pandemic began to enter the market.

“In 2023, shipyards delivered 350 new
containerships with a total capacity of 2.2m teu,
beating the previous record from 2015 when 1.7m
teu was delivered,” said BIMCO chief shipping
analyst Niels Rasmussen.

Too much capacity and too little demand only ever
leads to one thing: falling freight rates.

Before the early impact of the Red Sea crisis right
at the end of the year, rates were flat. The Shanghai
Containerised Freight Index started the year at
1,107, but by the end of November, it had fallen 10%

t0 993.

These were levels not seen since before the Covid
pandemic. But in that time, carriers had faced four
years of inflation on their cost base, which had risen
by as much as 30% in the intervening period.

“Rates will need to follow that pattern at some point
in time,” said Hapag-Lloyd chief executive Rolf
Habben Jansen.

He added that rates had become “unsustainable” on
a number of trades because of the rising costs and
flat rates.

This was a far cry from 2022, when container lines
had made more money in one year than in the
previous decade, collectively earning more than
$200bn. In 2023, that fell to a loss of $1.4bn.
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Maersk, the world’s second-largest carrier by
capacity, was forced to announce 10,000 job cuts,
bringing its total workforce down to less than
100,000, as financial pressures mounted.

“Our industry faces a new normal of subdued
demand, lower prices and cost inflation,” said chief
executive Vincent Clerc.

“Since the summer, overcapacity across regions has
triggered rate drops without noticeable vessel idling
or recycling. Given challenging times ahead, we
accelerated cost and cash containment to safeguard
financials.”

Eventually, however, it was another crisis that pulled
container shipping out its own situation.

The hijacking of Galaxy Leader (IMO: 9237307) by
Houthi forces from Yemen in late November marked
the start of a new dangerous phase in shipping that
eventually made the Bab el Mandeb a shooting alley.

By the end of the year, virtually all major carriers
had decided not to risk passages through the
Red Sea and instead rerouted vessels around the

Cape of Good Hope on services to Europe, the
Mediterranean and to the US east coast.

This has added hugely to the mileage of each voyage
— and increased the amount of capacity required to
maintain any semblance of schedule reliability.

Six months on from that, the impact on container
shipping has become apparent. There is now a
shortage of capacity, with all the tonnage delivered
this year soaked up by diversions.

And, in a flashback to the bad old days of the
pandemic, the restructuring of services has led to
congestion at terminals, further taking capacity out
of the market.

Once again, freight rates are on the rise as shippers
seek out limited space and pay what they must in
order to ensure their cargo is shipped.

How long this will last will ultimately depend on
how long the Red Sea remains closed to shipping —
but for now, carriers are enjoying a far better year
than in 2023.

US lawmakers seek to raise liability limits for

foreign flags

TWO US lawmakers have tabled legislation that
would raise the cap on liability for non-US-flagged
vessels 10 times higher than current provisions.

The bill from congressional Democrats John
Garamendi of California and Hank Johnson of
Georgia is intended have retrospective application.
If it were to ever see the light of day, it would have
big implications for the marine insurers potentially
on the hook for the Baltimore bridge collapse.

While retroactive civil statutes are expressly
prohibited under the constitution, they are
exceptionally possible by interpretation of the
Supreme Court.

The higher threshold would apply exclusively to
foreign flag ships, which now make up the majority
of traffic in US ports. The threshold would remain
unchanged for US vessels.

According to the movers, this differential is justified
because US-flagged vessels are subject to federal or
state law and inspected regularly by the US Coast
Guard and state regulators.
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The suggestion has also been backed by trial lawyers
and the families of those who lost their lives in the
incident.

Unlike most other major trading nations, the US
is not a party to the Convention on Limitation of
Liability for Maritime Claims 1976, abbreviated to
LLMC in industry jargon.

Historical shift

Instead, the relevant domestic framework is the
Limitation of Liability Act 1851, which dates back
to the age of sail. Critics argue that it is out of kilter
with the evolution of shipping over the past two
centuries.

From a shipowner perspective, it has pros and cons
compared to the LLMC. While limits are higher
under the convention, the ability of shipowners to
limit liability is almost ironclad.

The owners and managers of Dali (IMO: 9697428),
the Singapore-flag boxship that hit the Francis
Scott Key Bridge in Baltimore last March, felling
the structure, have tabled a court case denying any
liability whatsoever.
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Alternatively, they contend that should they be
found liable, the liability should not exceed $44m, in
line with the formulae set down in the Act.

Shipping lawyers insist that Grace Ocean and
Synergy Marine have a legally sound case. The

issue is whether it is politically tenable in the face of
public outrage in an election year.

The best guess about the overall cost of the incident
— including loss of life, crew injury, hull repairs,
general average and salvage, repair or replacement
of the bridge and business interruption to the

port and the surrounding region — is somewhere
between $2bn and $4bn.

Legal wrangling is expected to last five or even 10
years, with the outcome crucial for P&I insurers in
the first instance, and ultimately marine insurance
as a whole.

The 1851 Act caps liability at the value of the hull
and pending freight, as assessed after the accident,
minus cost of salvage.

Where the outcome of the formula is less than zero,
owners have no liability whatsoever and those who
lose as a result of a casualty get nothing.

Garamendi and Johnson’s bill would work by
pushing up the cap 10 times over for non-US vessels,
although the favourable limitations would remain in
place for US ships.

“If the foreign owners of the cargo vessel that took
down the Francis Scott Key Bridge in Baltimore

think they can leave American taxpayers holding
the bag, I have a message for them: You broke it, you
bought it,” Garamendi said on his website.

“Access to America’s ports and our consumers is a
privilege, not a right. If the foreign owners of the
Dali want to keep that privilege, they can break out
their chequebooks, call their insurance company,
and pay their fair share of the bridge replacement
costs and compensation to the families of the six
workers who died tragically that day.”

Lawyers Chris Stewart, Justin Miller, Dan Rose,
Kevin Mahoney and Craig Sico added: “This issue

is not about whether you are a Democrat or a
Republican. It is about whether you love and want to
protect Americans.”

Compromise deal

If the owners’ limitation bid does not succeed,
estimates from brokers suggest that the 12 clubs
making up the International Group would have to
put their hands in their pockets for the first $200m
of the claim, with the rest passing to the pool
scheme reinsurance programme led by AXA.

However, there is scope for the IG to cut a deal, as it
did after the Ever Given (IMO: 9811000) grounding
in 2021.

The Suez Canal Authority initially demanded
compensation pushing $1bn. While details of the
settlement have never been made public, market
sources suggest the eventual payout was somewhere
about $400m.

Shipbuilding déja vu: Hengli eyes IPO in echo
of the ill-fated Rongsheng

AS THE ancient Greek philosopher Heraclitus noted,
one can never step in the same river twice. Likewise,
cyclical industries such as shipping never see the
same market conditions recur, no matter how
similar the cycles.

Media reports of China’s Hengli Heavy Industries’
plans for a Hong Kong initial public offering are
reminiscent of its former domestic peer Rongsheng
Heavy Industries.

Rongsheng rapidly rose during the shipbuilding
supercycle, before the 2008 global financial
meltdown. In 2010, it convinced investors with a
story of market recovery, successfully listing in
Hong Kong, with a 21.6 times oversubscription,
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raising $1.8bn.

Just five years later, persistent downturns and
mismanagement had driven Rongsheng to the brink
of bankruptcy. It eventually stripped its shipbuilding
assets into the listed company for a $1 token.

Buoyed by the current shipbuilding upswing that
emerged in late 2020, the privately owned Hengli
yard had amassed a 66-ship orderbook just 18
months after its January 2021 launch, rising from
the ashes of the failed STX Dalian venture.

Its $1.5bn expansion project officially broke ground
on Thursday in Dalian, a northern Chinese port
city. In two years’ time, it will give the company,
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currently a dry bulk builder, capacity for high-
value products, including very large crude carriers,
ultra-large containerships, large LNG carriers and
offshore units.

“Ordering has been healthy across many sectors

on the back of strong markets and as some owners
pursue ‘green’ fleet renewal programmes,” Clarksons
wrote in its latest monthly shipbuilding report.

The broking giant’s analyst James Allen noted
orders are concentrating further at top yards, but
giving smaller players with earlier slots a chance to
expand.

This all makes for an attractive story for investors,
given the prosperity in shipbuilding — and more
importantly upstream shipping — could continue.

There are good reasons to believe in this
sustainability, with robust order momentum and a
significant need to replace aging tonnage. However,
there are also reasons for doubt.

No one likes the ClI

CRITICISM of the International Maritime
Organization’s Carbon Intensity Indicator is piling
up as countries and industry groups have their say
ahead of a long-awaited review of the beleaguered
green regulation.

The CII measures ships’ energy efficiency by grams
of CO2 emitted per cargo-carrying capacity and
nautical mile, ranking ships from A to E.

It has been under fire from virtually all sides
since its introduction last year, with a long list of
complaints filed amid a review set to finish in 2026.

hips are penalised for spending time in port,
since they consume fuel but don’t move, a factor
shipowners argue they can’t control.

Bulkers that use shore-side loading equipment look
more efficient than geared bulkers with loaders

on board, which is not necessarily the case, a
submission said.

Short voyages with more manoeuvring, speeding
and slowing use relatively more fuel than long
voyages, no matter a ship’s design or how it is sailed.

Critics argue the CII creates the perverse incentive

for ships to carry less cargo, meaning more voyages
and emissions for the same work.
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Disruption-led profits

It is unclear how long disruption, rather than
trade growth, can continue driving freight rates. If
disruption persists, as many geopolitical pundits
predict, whether the global economy and thus
shipping demand have the resilience to withstand
them is unknown.

It is also hard to predict how ambitious the
International Maritime Organization’s mid-term
measures will be. These will determine the pace of
shipping’s green transition and the resulting fleet
renewal.

Most of Hengli’s orders are not due for delivery until
2025-2026, meaning it would be years before any
coveted flashy financials emerge. It is not expected
to recreate the frenzy Rongsheng sparked in the
capital markets.

Still, if the rumoured IPO progresses, the reborn
Chinese shipbuilder’s valuation will reflect how
much investors still buy into the supercycle story.

Green groups, meanwhile, think the CII a poor tool
to help the climate since it lacks an enforcement
mechanism.

Cesare d’Api, group technical director at d’Amico,
an Italian shipowner, wrote in a submission to IMO
that the ship with the best annual efficiency ratio
would be one always trading in ballast without any
cargo on board.

“The CII metric is more prone to reflect a trade
rather than the efficiency of the transportation,”
d’Api wrote.

“In effect the operational profiles can overwhelm
a ship’s technical attributes, even for the most
advanced, energy-efficient ship.”

He added that in a ship supply glut, some would
wait at anchorage for long periods until they got new
orders. This waiting time worsened their CII ratings.

Ports notorious for congestion meant more waiting
time for ships, so any ships on these trades took a
disproportionate hit.

Caribbean nations have complained the CII
disadvantages their trade — short voyages, many
port calls — and risked creating adverse “social and
economic implications”.
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A study for dry bulk shipowners’ group Intercargo
by Bureau Veritas, a class society, of the 2022 IMO
DCS data of 771 bulkers has found a clear correlation
between idle time and D and E ratings for most
bulker segments.

Handysizes had significant idle time compared to
other segments, the study found, but there was no
clear relation identified between the rating and the
idle time.

BV found that ships with E ratings had less

total average emissions than better-rated ships

in supramaxes and ultramaxes, panamax/
kamsarmaxes, and capesizes. Conclusions were not
so clear for newcastlemaxes, but ships rated A and B
had the least amount of idle time.

Among the IMO documents before September’s
Marine Environment Protection Committee 82
meeting are specific complaints by cruiseships,
LNG carriers, reefer boxships, chemical and parcel
tankers and ro-ros.

A group started by the Indian Register of Shipping
polled 17 states, two environmental NGOs, 24
industry NGOs, and eight other organisations on the
way forward for the CII.

It found 91% of respondents wanted action to fix
problems with port waiting time and short voyages.
Respondents were split on simplicity — 54% backed
a simple system and 46% a complex one.

“There was unanimity that a radical alternative to
the CII should be considered, with 65% in favour of
including consideration of this within the existing
review and 35% preferring it to be considered at a
later stage,” a submission said.

It added, in language that stands out from usual
IMO-speak: “None were in favour of excluding
radical alternatives” — though all participants
preferred “soft enforcement”.

If the weaknesses were not fixed, “well-designed
and efficiently operated ships will become unviable,
leading to trans-modal shift of cargo to less
efficient modes such as road, rail and air; clearly
an outcome which is not in the interests of global
decarbonisation”.

The IMO has gathered data on the CII since
MEPCS8O0, in July last year. A working group at
MEPCS82 in September will analyse the data, then
an intersessional working group will review of
the guidelines on correction factors and voyage
adjustments between MEPC82-83.

How much will it cost to comply with FuelEU?

THE cost of compliance with the Fuel EU Maritime
legislation remains difficult to predict, as significant
uncertainties remain for main compliance options
such as biofuel bunkering or pooling.

Fuel EU penalties could reach up to €2,400 per
tonne of very-low sulphur fuel oil equivalent,
according to consultancy Oceanscore.

Despite the punitive penalty rate, some smaller
shipping companies were willing to pay the penalty
rather than complying with methods such as
pooling, Oceanscore managing director Albrecht
Grell said.

The current €2,400 penalty would rise by 10% with
each successive year of non-compliance, reaching
up to €3,360 in 2029 before Fuel EU targets rise to
incur higher penalties, Grell warned.

Some companies view FuelEU as another tax,
meaning they are happy to push the cost on to the
charterer, while some have practical limitations
to the use of bio-diesel as not all engines can run
on biofuels and the product is not available in all
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regions, said Risto-Juhani Kariranta, chief executive
of consultancy Ahti Climate.

Grell called on companies to explore compliance
options such as burning bio-fuels and pooling,
arguing that these represented commercially
attractive opportunities.

Vessels 5,000 gt or above trading in EU/EEA ports
in 2025 must reduce greenhouse gas intensity

of bunker fuels by 2%, from a baseline of 2020,
which stands at 91.16 grams of CO2 equivalent per
megajoule.

Biofuel cost uncertainty

Uncertainty around biofuel costs and lack of
availability in all bunkering ports mean biofuel
bunkering will not be a viable compliance option for
all vessels falling under Fuel EU rules, although a
single vessel’s compliance will not require extensive
volumes of bio-diesel.

In Europe, most bio-diesel bunkering to date has
occurred in Dutch ports owing to government
subsidies. It is unclear whether companies will
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be able to claim Dutch subsidies for biofuel
bunkering next year if they sell fuels recognised
by the International Sustainability and Carbon
Certification.

Bio-diesel bunker prices in Dutch ports are lower
compared with alternatives because of the subsidy
regime.

In Rotterdam, prices of a 20% bio-diesel blend with
80% VLSFO averaged $676 per tonne on August

1- August 15, while values for a 24% bio-diesel blend
with 76% VLSFO in Algeciras averaged $977 per
tonne, according to price reporting agency Argus
Media.

Pooling

Vessels may also comply with Fuel EU by forming

a voluntary pool with an overachieving vessel,
meaning dual-fuel LNG and methanol vessels will
be able to financially benefit by helping other vessels
comply.

Calculations by the EU showed that a single LNG-
powered vessel could ensure FuelEU compliance

for four non-compliant ships in 2025, while one
running on e-methanol could do so for 40 ships.

That could allow a single e-methanol powered vessel
to earn up to €5.5m ($6m) in 2025 by pooling with
40 other vessels.

OceanScore expects pooling to cost €1,300-€2,300
per tonne of VLSFO equivalent, assuming a pool
transaction cost of €100.

Companies with large fleets comprising of dual-fuel
vessels could ensure compliance for rest of their
fleet, but financial benefits of forming external pools
could lure some companies to maximise this option.

“The benefits of pooling are much bigger when
having external participants as it can unleash an
additional revenue stream for those companies who
have invested in ultra-low carbon vessels. Many of
the big companies have, at least theoretically, vast
amount of overcapacity to produce compliance more
than they need by themselves,” said Ahti Climate’s
Kariranta.

OPINION

The View: Shipping is still stymied by
economic and environmental uncertainty

UNLIKE ethanol — the basis of all drinkable
alcohols — methanol causes blindness in those
“meth drinkers” who consume it habitually.

Given Maersk’s enthusiastic thirst for methanol,
there was always a danger that such side-effects
would result in negative headlines should things go
wrong.

Maersk was, after all, quite vociferous in its pursuit
of green methanol and proud of its first mover
status.

Careful handling of what amounts to an
embarrassing U-turn on LNG for big blue — a
company whose management had previously
described LNG as borderline greenwashing
— appears to have passed with a largely
muted response and minimal damage to the
green brand.

Partly that’s a case of potential detractors being
unable to penetrate the complexities of the
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chemistry, maths and market-based rationale
behind this change of heart.

It is also an acknowledgement that the decision was
an entirely pragmatic one based on factors outside of
Maersk’s control.

But it is largely an acceptance that any point scoring
amid such a volatile period of uncertainty on fuel
choices is not going to end well for anyone.

Nobody is sure that the decisions that have been
taken to date on fuel choices are the right ones.
Anyone who says otherwise is delusional, lying or
has had one too many shots of CH3OH.

Shipping finds itself at a critical juncture when it
comes to the supply and demand of all future fuels
and there are worrying signs of hesitancy when it
comes to turning ambition into reality.

Only a few days after Maersk conceded that it
would be spreading its bets away from methanol
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citing the need to remain competitive, Danish
renewables giant Orsted announced it had ceased
the development of its pioneering FlagshipONE
eMethanol project under construction in northern
Sweden, citing slow market progress and an inability
to sign long-term offtake contracts.

Orsted continues to “believe” in the fuel,

the company explained, but the commercial
development of the offtake market have progressed
significantly slower than expected.

It seems belief and faith are as much a market swing
factor as economics or regulation.

The suggestion that regulatory uncertainty is
driving all this seems wide of the mark.

Clearly there are many moving parts here, but as
we wait the next round of negotiations inside the
International Maritime Organization later this year,
there is no new information on the policy side, no
backwards steps, and if anything the regulatory
future is more promising than it was when both
Maersk and @rsted were singing a very different
tune.

For Maersk, this is not strategic; it is a short-term
hedge bet borne out of pragmatism and uncertainty.

Clumsy backtracking

What follows is a clumsy process of backtracking as
its internal environmental experts reluctantly wipe
the egg off their faces and perform what is known in
British political circles as the ‘reverse ferret’.

Progress has been made on methane slip, both in
terms of engine design and the supply chain, they
will argue. The scaling problems can be overcome,
they will say. Besides, they tried their hardest on the
green methanol push, but realistically there is no
way that 2030 targets are being met without bio-
LNG, bio-methane or e-methane — however you are
producing it — playing a significant role. The sums
just do not add up.

And to be fair to Maersk, it is being open about

the fact that this is a hedge bet against regulatory
uncertainty and the commercial reality that its plans
were diverging considerably from its competitors.

Environmentally, it is an embarrassment. Viewed
commercially, it makes some sense.

The hazy detail about the sourcing and scaling of
the bio-LNG that Maersk intends to use, whether it
is really bio-LNG or mass-balanced paperwork, and
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why they will not rule out fossil LNG in that mix
despite insisting that its policy has not changed —
will all become clear as the ships hit the water.

Maersk’s marketing department and fuel
procurement buyers are going to be demanding a
bonus this year.

But this is not just a story about a Maersk U-turn.
This is about the inherent uncertainty and
nervousness in an industry that still does not

have any confidence in what happens next and is
defaulting to lowest cost and optionality as a default.

This is about economics, not environment. To
mature the methanol production that Maersk needs,
you must mature hydrogen production and see
fixed contracts for CO2 feedstock. That’s still not
happening.

New range does not mean new buyers
Dual fuel optionality in the orderbook does not
necessarily translate into market demand. Fuel
procurement agreements are still very scarce and
just because you have ordered a ship capable of
burning bio-methane does not mean you will.

Squint, and in a good light viewed by an eternally
optimistic observer you could argue that the
announced fuel projects out there will offer sufficient
supply. But that is ignoring the reality that there is a
significant call on those fuels from other sectors that
shipping has, to date never been able to outbid on
price.

And thus we inevitably arrive back at the IMO
where, by next year, we will have something
approaching carbon pricing adopted at the IMO. But
anyone expecting that agreement to fully bridge the
cost gap to zero carbon fuels has clearly not been
paying attention to the detail.

Shipping is going to need more. It will need more
in terms of individual governments to step in with
incentives. It will need more from the likes of
sovereign wealth funds and viable green corridors
scaling quickly with operational projects.

Shipping needs policy frameworks, financial
incentives, and industry-wide support to ensure that
first movers are not just taking on the risks, but are
also rewarded for their efforts.

As Maersk and Orsted have made clear, for
environmental sustainability to be a reality,
economic sustainability has to come as part of
the deal.
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MARKETS

VLCC rates suddenly spike amid ‘fragile’
market and China worries

THE very large crude carrier business will take
whatever good news it can get in the dog days of
summer. As brokerage Fearnleys put it this week:
“When you are at the bottom of the hill, the only way
isup.”

There was good news on Thursday, with rates
suddenly surging well above recent lows.

“VLCC rates have jumped,” said Clarksons Securities
analyst Frode Morkedal. “Rates have now recovered
back to levels last seen in early June, with owners
hoping to maintain momentum as fixing of
September cargoes starts.”

The Baltic Exchange’s TD3C index for Middle

East Gulf to China time charter equivalent rates
increased to $36,999 per day on Thursday, up 47%
from the day before. The TD3C Worldscale index
rose 23% versus Wednesday, to WS59.25.

The caveat of the abrupt upswing: VLCC rates are
extremely volatile and the rise was off a low base.
This is the second bounce in the past month — and
the first one didn’t hold.

VLCC rates hit seasonal lows in July, rebounded
toward the end of that month, then sank back again
in the first half of August.

“Any recovery will likely be fragile given broader
market uncertainties,” commented Breakwave
Advisors on Tuesday, prior to the latest spike.

“The market remains shaky, with key indicators still
under pressure.”

Concerns on Chinese demand

Much of the broader market uncertainty relates to
the most important destination for VLCC cargoes:
China.

“China’s crude oil imports in July saw a notable
downturn, reaching their lowest level since
September 2022,” said Breakwave Advisors.
According to brokerage BRS, Chinese crude imports
in the first seven months of 2024 were down 3% year
on year.

DHT chief executive Svein Moxnes Harfjeld
acknowledged on a conference call Tuesday that
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China weakness was pressuring rates on top of
normal seasonality.

He said heavy trucking in China is shifting more
toward use as liquefied natural gas as fuel, a
negative for oil demand. On the positive side, China’s
petrochemical sector is poised for “meaningful
growth” as a result of new refining capacity.

“The new refining capacity coming on in China

has around 80% pet-chem output, of which the
predominant part is crude oil-based. But this is not
happening right now. That is something you will see
developing over the next 12 to 24 months.

“So, there is some change in what the oil is being
used for, and the negative components have come
earlier than the positive components, which has
probably amplified the seasonality this summer.”

BRS said in a report on Monday that Chinese
refineries are facing “poor margins and lacklustre
demand, with diesel demand notably hit by slowing
industrial activity”.

It noted that the startup of the 400,000-barrel per
day Yulong refinery has been pushed back until the
fourth quarter, and the 120,000-bpd expansion of
CNOOC’s Ningbo refinery has been delayed until
2025.

BRS expects the Chinese refining sector to “remain
extremely difficult for the foreseeable future, which
suggests that both margins and processing rates
will remain lower for longer. In turn, it is difficult to
envisage a strong rebound in Chinese crude imports
over the coming months unless international prices
move significantly lower, which would incentivise
the replenishment of inventories.

“Considering that China’s anemic demand for
crude has weighed heavily on crude tanker rates —
especially on VLCC liftings from the Middle East
— this suggests there could be some hard months
ahead for owners,” wrote BRS.

Opec production cuts could persist
Production cuts by Opec+ have been yet another
headwind for VLCC rates. If Chinese weakness
persists, VLCC rate pressure from these cuts could
extend further.
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According to Evercore ISI analyst Jon Chappell,
“China imports have been very soft of late, and with
a wobbly global consumer, the long-anticipated
unwind of Opec production cuts may not come as
soon or as meaningfully as originally projected.”

During the DHT call, Jefferies analyst Omar Nokta
commented, “Maybe we’re looking at a situation
where flat production from Opec is a best case and
they’re constantly having to cut, not necessarily
because of demand, but because you have so much
non-Opec production growth.”

Nokta asked Harfjeld how VLCCs would fare if Opec
volumes were flat to down over the next six to 18
months, while Atlantic volumes grew.

Harfjeld maintained that it would be a positive for
VLCCs. “Atlantic barrels to Asia are truly a VLCC
business. It’s impossible for suezmaxes to compete
on that.

“I think if Opec at some point decides to release
barrels to the market, it would be because there is
true evidence of demand growth, so those barrels
can come to the market without necessarily rocking
the oil price.

“I always think that Opec — and Saudi Arabia in
particular — has a clear objective of managing price
more than anything. That is precious to them.”

China Merchants boosts tanker fleet with

$930m newbuild spree

CHINA Merchants Energy Shipping has announced
orders for 10 tankers worth about $930m in total.

The deal includes five very large crude carriers

and five aframax tankers, to be built by Dalian
Shipbuilding Industry, according to a stock exchange
filing.

The breakdown of newbuilding costs was not
disclosed. Clarksons currently estimates benchmark
prices of $129m each for VLCCs and $75m each

for aframaxes, suggesting CMES’ fresh tonnage is
relatively economical.

The Shanghai-listed owner said these eco-designed
newbuildings are equipped with shaft generators
and scrubbers, among other energy-saving and
environmental technologies.

Delivery is scheduled between 2027 and 2028.

“The newbuilding order is in line with the company’s
development strategy and meets the needs of
maintaining fleet scale, continuously optimising
fleet structure, replacing aged vessels and
appropriately expanding the aframax tanker fleet
size,” said CMES.

The latest deal will expand CMES’ tanker orderbook
to six VLCCs and 10 aframaxes. The company
operates 52 and six ships in the two segments
respectively.

It follows orders for 10 newcastlemax bulk carriers
placed in June, also part of the company’s fleet
expansion and renewal plan.

Local media had reported CMES and fellow
state-owned giant Cosco Shipping were

each implementing plans to order about 100
newbuildings, but neither company has confirmed
such a move.

China’s expanding presence in overseas
iron ore mining set to support capesize in

coming years

CHINA’s growing control in overseas mines suggests
a potential rise in demand for capesize vessels.

As the world’s largest iron ore importer, the country
launched a mining development plan in 2022,
aiming to increase the output of iron ore from
overseas mines to 220m tonnes by 2025, to reduce
the risk of shortages.
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By the middle of this year, the annual output of
overseas mines that Chinese companies hold stakes
in had reached close to 80om tonnes, according to
public data compiled by Lloyd’s List.

China has been seeking to diversify its iron ore
supply chain and reduce reliance on several major
suppliers, Xu Cuiyun, an analyst from commodities
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trading service provider JLC, told Lloyd’s List.

The investment in overseas mines is also aimed at
bolstering China’s influence in the global market
and mitigating the effect of price volatility of mining
products on domestic industries, she added.

Australia continues to hold a significant position

in China’s overseas investments. The most recent
project, Western Range, a mine co-invested by
Anglo-Australian mining giant Rio Tinto and
China’s Baowu Steel, is set to begin operations in
2025, with an annual capacity of 25m tonnes of iron
ore.

The Simandou project in Guinea, which has been
in development for decades plagued by political
instability, ownership disputes, and logistical
challenges, finally made significant progress
recently.

In late June, Baowu Steel confirmed its purchase of
an undisclosed stake in the Winning Consortium
Simandou, which manages two of the four blocks of
the Simandou mine, Africa’s largest mining project
that sits atop the world’s largest untapped reserves
of high-grade iron ore.

A month later, Baowu Steel, along with its partner
Rio Tinto, received approval from the Guinea
government for the jointly developed rail and port
infrastructure for the project.

The trans-Guinean railway and port facilities will
enable the export of up to 120m tonnes of mined
iron ore annually, including 6m tonnes from Baowu'’s
WCS and a further 6m tonnes from another two
blocks run by Rio Tinto, with production expected to
begin in 2025.

This level of output would make Guinea the third
largest iron ore exporter in the world behind
Australia and Brazil, with a market share of 7%,
Veson Nautical said in a whitepaper report.

“For a country that has been a net importer

of iron ore over the past couple of years, this
would represent a seismic shift that could have a
substantial impact on iron ore trade flows.”

Veson Nautical also predicts that China will “replace
as much of their Australian imports as possible with
Guinean iron ore,” given the recent political tensions
with its primary iron ore supplier.

Considering the distance from Guinea to China is
approximately three times longer than the distance
from Australia to China, the report estimated a 10%
rise in total iron ore tonne-miles if China replaces
120m tonnes of annual iron ore imports from
Australia with volumes from Guinea.

A BRS report echoed this assumption, stating
that shipments from Guinea to China will provide
robust support for freight rates from 2025 onward
for capesize vessels, which represented 62.6% of
iron ore tonne-miles in 2023, while very large ore
carriers accounted for 28%.

With more projects entering into production in the
future, the shipping routes could also change with
altered trade flows, JLC’s Ms Xu said.

Meanwhile, companies with stakes in overseas
mining projects may increasingly opt for long-term
charter contracts to stabilise shipping costs, a shift
that could weaken spot freight rates, she said.

IN OTHER NEWS

Sanctioned Malaysian firm
Transmarine Navigation ‘shocked’ by
‘unbased’ US allegations
TRANSMARINE Navigation, the
Malaysian company sanctioned
by the US on Thursday, is refuting
Washington'’s allegations that it
forged documents to facilitate
Iranian oil shipments.

The company told Lloyd'’s List
that it was “shocked and totally
surprised” by the announcement,

“which we trust [are] unbased
allegations”.

The US Office of Foreign Assets
Control said Transmarine
forged shipping documents
that obfuscated the origin of

an oil cargo on board the US-

sanctioned aframax Dawn Il (IMO:

9185530), “falsely showing the
commodities on board were of
Malaysian rather than Iran-origin.”
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Greek ferry lines face daunting
‘green’ challenge

FERRY Lines in Greece face a
huge challenge to renew their
fleets and comply with carbon
targets but the sector could be a
compelling investment prospect,
the author of a new study of the
market has said.

“The biggest challenge for them
right now is how the industry will
cope with the green transition,”
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said George Xiradakis, founder
and managing director of
consultancy XRTC Business
Consultants.

XRTC has just published a
survey of the country’s coastal
ferry industry, comprising 31
companies with 155 vessels
serving 115 islands on a daily
basis.

Panama Canal increases maximum
draught again and adds extra slot
THE Panama Canal Authority

has once again increased the
maximum draught for vessels
travelling through its neopanamax
locks, as water levels in the Gatun
Lake continue to rise.

The new maximum authorised
draught is 15.24 m (50 ft),
effective immediately.

In addition, the authority will add
in an extra daily booking slot from
September 1, taking the number
of available slots to 36. Of those,
10 slots will be earmarked for
neopanamax (over 32.62 min

beam), 20 for supers (over 27.74
m in beam) and six for regular
vessels (under 27.74 m in beam).

Fremantle port workers to stage
48-hour walkout

WORKERS at Fremantle port,
Australia, will strike for 48 hours
in a dispute over pay. Vessel
traffic officers and small craft
personnel will walk out from 0530
hrs on August 18.

According to The West Australian
news site, the strike action is an
escalation of efforts by the port
workers to secure three annual
pay rises of 6% to match pay at
other Western Australia ports.

Container line Maersk has told
its customers that cargo and
terminal yard operations will
continue during the industrial
action, but vessel movements
to and from berths could be
affected.
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US Coast Guard moves forward with
acquisition of commercial icebreaker
Aiviq

THE US Coast Guard is moving
forward with the acquisition

of a commercial icebreaker

as its plans to build new polar
icebreakers suffer delays and
cost overruns.

The USCG announced on
Wednesday that it will homeport
the US-flagged Aiviq (IMO:
9579016) in Juneau, Alaska.
Plans to acquire the vessel from
a division of Edison Chouest were
first unveiled in March.

Aivig was originally built to
serve as an Arctic oil exploration
support vessel, according to
the announcement. It was the
only US-built commercial vessel
that met the USCG icebreaking
standards, but will nonetheless
require an estimated two years
of modifications to reach

“initial operational capability”.

It will serve as a medium

polar icebreaker following the
modifications, the USCG said.
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Classified notices follow
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Looking to publish a judicial sale, public notice,
court orders and recruitment?

Please contact: marketingservices@lloydslistintelligence.com
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