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IN OTHER NEWS It had once been better known by its previous name, Limburg, when it
OOCL to take minor stake in Tianjin sustained a casualty that is still remembered in marine insurance
terminal for $49m circles of how supposedly foolproof mechanisms can sometimes go

CMPort and Cosco Shipping Ports wrong big time.

gain from recovery in exports ) ) )
Put as brutally simply as possible, that casualty showed that when it

Maersk containership collides with comes to oil spills caused by war events, nobody is on the hook.
tallship in Fremantle
The implications for Sounion (IMO: 9312145), the suezmax currently
ablaze in the Red Sea, are obvious.

Limburg entered service with Belgium’s Compagnie Maritime Belge, a
forerunner of what is now Euronav, in 2000.

In October 2002, while en route from Saudi Arabia to Malaysia under a
charter to Petronas, it was rammed by a suicide bomber in a speedboat,
blowing a massive hole in the side and causing the spill of 90,000
gallons of oil in the Gulf of Aden.

One seafarer was killed and 12 more were injured as a result. Fire

raged on board for four days, while tanker markets plummeted as
owners gave the region a swerve.
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The Yemeni authorities at that time initially insisted
that the explosion was the result of accident.
Subsequent investigations discovered traces of TNT.

Al Qaeda, the Islamist terrorist organisation,
claimed responsibility for what happened.

Some of its members were eventually convicted of
the crime and were sentenced to death but escaped
prison in a subsequent — and, cynics would say,
convenient — mass jailbreak.

Limburg’s hull was chiefly insured at Lloyd’s of
London, and war and terror underwriters paid out
$45m on a total loss claim.

The VLCC itself was repaired and later acquired and
traded by Singaporean interests.

The family of the deceased, the injured survivors
and the cargo interests all got payouts too.

But the clean-up costs strained the budget of what
was already then, and is even more so now, one of
the poorest countries in the Middle East.

At that time, Yemen had signed the International
Convention on Civil Liability for Oil Pollution
Damage 1992, known as CLC in shipping jargon, but
not incorporated it into local law.

Its government argued that therefore strict liability
for marine pollution be obtained and demanded
roughly $19m in compensation.

Compagnie Maritime Belge and its insurers stood
their ground under CLC. The matter was ultimately
settled for $5m, which was handed over as a
goodwill “donation to the people of Yemen” without
admission of liability.

Marine insurance rates for the Red Sea firmed
notably thereafter, although the actual rates are not
recorded.

There was also substantial damage to the Yemeni
economy, not then the basket case to which it has
since been reduced, and home to a substantial free
trade zone.

Contemporary media reports suggest that the
following year, the Yemeni government struck a
deal with Lloyd’s underwriters to subsidise hull
insurance for ships still willing to call at its ports,
paying $50m into an escrow account.
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That deal was arranged by Marsh McLennan, the
same insurance broker that recently pulled off the
same trick for the Ukrainian government, keeping
down costs for shipping carrying Ukraine’s grain
exports.

Twenty-two years later, similar considerations apply
to Delta Tankers’ Sounion (IMO: 9312145), which
was evacuated by its crew after being struck by three
separate projectiles launched by the Yemen’s Houthi
faction on Wednesday in the past week.

Two days later, the insurgents deliberately set the
ship on fire, sparking fears that pollution could
result.

At the time of writing, there were reports of a 4 km
slick emanating from the hull.

Brit, the London-based insurer that has a 100%
hull war risk line on Sounion, is understood to have
engaged the only two tugs in the region to attempt
salvage of the hull.

Both the tugs are under sanctions imposed by
the US Office of Foreign Assets Control, whose
permission is needed for operations to start.

Yemen might be in an even worse position to tackle
an oil spill today than it was in 2002.

“Basically, the Houthis are not going to get anything
from the owners.

“They are not going to get anything from the
war risk or protection and indemnity insurance
underwriters.

“They are not going to get anything from the
International Oil Pollution Compensation Funds,”
said a veteran insurance lawyer who was about in
2002.

“It would have to come out of government funds.
They would have to pay for it themselves.”

The fact that any oil spill would have been caused by
Houthi missiles completely cuts away the elaborate
international structures that usually respond so
efficiently.

The last recourse would be a helpful hand from
more prosperous regional governments or United
Nations and/or International Maritime Organization
intervention.
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WHAT TO WATCH

Cosco joins carrier ordering spree with $2.2bn
methanol-powered boxships

COSCO Shipping Holdings, which controls the
world’s fourth-largest containership fleet, has
announced orders worth about $2.2bn for a 12
methanol-fuelled 14,000 teu vessels.

The neo-panamax newbuildings are priced at
$179.5m apiece and will be built at sister company
Cosco Shipping Heavy Industry (Yangzhou) with
deliveries scheduled between May 2027 and
March 2029.

Shanghai- and Hong Kong-listed Cosco Shipping
Holdings said the newbuilding project is part of the
company’s decarbonisation efforts and will help
maintain its fleet scale among the top tier of the
industry.

This marks the company’s first major containership
newbuilding contract since placing an order for 12
methanol-powered 24,000 teu vessels in 2022.

The move comes as carriers embark on a second
ordering spree since the pandemic, following freight
rate increases due to disruptions in the Red Sea,
which have refilled their coffers.

Including Cosco’s latest order, the global
containership orderbook has reached 179 ships
year-to-date, of which 77 were placed in June alone,
according to Clarksons data.

This is close to the 195 ships ordered for the whole of
2023, but still way below the 446 ships of 2022.

The top three carriers ahead of the Chinese company
— Mediterranean Shipping Co, Maersk and CMA
CGM — are also actively pushing forward their
ordering and fleet renewal plans.

LNG for Maersk

Maersk earlier this month announced it would
further implement its newbuilding schemes of about
80 ships in total, and confirmed its pivot towards
using bio-LNG, an alternative fuel the carrier had
previously dismissed.

With the 12-ship order, Cosco’s boxship orderbook
capacity is boosted to about 800,000 teu, second
only to MSC and CMA CGM.

However, Maersk’s decision does not appear to have
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altered Cosco’s continued commitment to methanol,
whose application faces critical challenges, including
scarce supply and high prices.

The company has stepped up investment in
methanol as a marine fuel in recent years, beyond
simply ordering new ships.

It agreed last September with State Power
Investment and Shanghai International Port Group
to jointly develop a full industry chain project for
methanol marine fuel.

The bio-methanol plant in Jilin province

invested in by their joint venture Shanghai Jiyuan
Green Energy received regulatory approval earlier
this year.

The facility is expected to be completed in November
2026 with an annual capacity of 200,000 tonnes.

Second-quarter results

Meanwhile, CSH announced its financial results
for the first half of 2024, with net profits flat from
a year earlier at $2.4bn. Revenue increased 7.6% to
$14.2bn.

For the second quarter, net profit was Yuan10.1bn
($1.4bn), up nearly 50% from the previous quarter
and 7% from the year-ago period.

Liftings in April-June stood at 6.4m teu, up 6.7%
quarter on quarter and 8.2% year on year.

This also reflects a substantial surge in freight
rates in the second quarter, fuelled by the Red Sea
crisis.

Despite headwinds including geopolitical tensions,
massive newbuilding deliveries, and rising
decarbonisation costs, the company said it remains
“cautiously optimistic” about the second-half
prospects, citing opportunities in rebounding
traditional trades and growing emerging market
demand.
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ANALYSIS

Methanol ‘happy hour’ has come to an end,
says DNV Maritime chief executive

DNV Maritime chief executive Knut @rbeck-Nilssen
says that interest in methanol as an alternative

fuel for ships has declined significantly as demand
drivers have been scaled back.

“The methanol “happy hour” has come to an end.
Very limited production is expected to be available
as we head towards 2030, while 70% of planned
methanol production facilities have not yet made it
to final investment decision,” @rbeck-Nilssen said
as he presented DNV’s latest Maritime Forecast to
2050 report.

He noted that some significant drivers for methanol
seemed to have been pulled back, while the ordering
of methanol dual-fuel ships had slowed in 2024.

“The euphoria around methanol has tapered off
significantly,” said @rbeck-Nilssen.

@rbeck-Nilssen’s comments follow an announcement
by one of methanol’s biggest advocates — Maersk

— that it intended to order its first LNG dual-fuel
containerships in what appeared to be U-turn from
its policy of ordering only methanol dual-fuel vessels
since 2021.

High costs for building new ships, limited yard
space for retrofitting, strong freight rates and a

lack of investment in alternative fuel production, in
addition to stiff cross-industry competition for the
limited supply of alternative fuels had all combined
to reduce interest in methanol and other alternative
fuels for ships, @rbeck-Nilssen said.

He added that while half of the global newbuilding
orderbook was for alternative fuel vessels this share
had not risen in the past 12 months.

He said cost was the most significant factor in the
slowdown of decarbonisation measures.

“Decarbonisation of shipping comes at a significant
cost. The cost cannot be absorbed by the shipowner
alone. For the container sector, costs could double
and eventually this will move through the value
chain to consumers as an increase in the price

of goods.” Meanwhile Orbeck-Nilssen said that
access for tramp commodities shipping sectors to
alternative fuels would remain limited.
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“As long as shipowners have a limited idea of where
they will trade it will be a tremendous challenge to
get access to carbon-neutral fuels. Tramp shipping
has the biggest challenge to address in accessing
alternative fuels.”

@rbeck-Nilssen said that it made more sense for
shipowners of bulk carriers and tankers to do
whatever they can on the energy efficiency side,
although should consider ordering ships with dual-
fuel capability which will still permit the use of
conventional fuels.

He believes vessel energy efficiency measures
will have a greater role to play in reducing carbon
emissions up to 2050.

@rbeck-Nilssen said that the industry is now
exploring more new technological energy efficiency
solutions, such as hybrid battery systems, fuel cells,
shore power expansion and the “great potential” for
carbon capture and storage.

“Energy efficiency measures can reduce global
fleet fuel consumption by 16% by 2030 and has the
potential to go up to 30% by 2050.”

Onboard carbon capture systems had the capability
to alleviate pressure for the limited supply of
carbon-neutral fuels, @rbeck-Nilssen added.

“The question is where can you deposit carbon?
There are 96 projects planned for carbon storage,
but none are targeted at maritime.”

“OCCS has a major role to play in all scenarios

and major ports should take a leading role

in establishing reception facilities. This is

a responsibility of both ports and national
governments to get the infrastructure in place — it’s
important they step up.”

Orbeck-Nilssen said that seafarers were at the heart
of the path to safe decarbonisation and should be
prioritised.

“We have to work with the seafarers on upskilling
and training to deal with alternative fuels. Ships are
becoming much more complex and the richer career
opportunities provided by new technologies could
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help attract new talent to the sector as seafaring
becomes more attractive as a career.”

“Decarbonisation is a good message to send to young
people and to send to graduates across different
nations,” he said.

Shanghai on track to breach 50m teu barrier

THE world’s largest container port, Shanghai, is on
the cusp of becoming the first to surpass the 5om
teu annual throughput figure, as one of nearly all
of the big box hubs to report robust volume growth
through the first half of 2024.

In the absence of a dramatic turnaround in fortunes,
the colossal Chinese port will breach the landmark
come the end of December having chalked up an
impressive 8.1% increase in box numbers in the first
six months of the year on 2023, up from 23.6m teu
to 25.5m teu.

Shanghai’s feat comes despite China’s economic
recovery appearing to be struggling in the face of

an uncertain property market and weaker demand
globally, particularly in its traditional export
markets in the west. In addition, of course, this is
also against the backdrop of an increasingly complex
geopolitical environment, one that has seen tensions
with the US, one of the country’s largest trading
partners, and Europe rise once more.

However, Shanghai is not the only Chinese port to
have showed continued resilience.

The other five Chinese ports ranked among the
top 10 on the global stage in terms of box business
across the docks also reported a strong start to
2024.

Shenzhen was the standout.

The Southern Chinese hub witnessed a slight dip
in traffic in the past year, a performance largely
attributed to a preference for focusing on mainline
trade routes and exports to Western economies.

But through the first six months of 2024, Shenzhen
has bounced back and then some.

Volumes have surged by more than 17% from its
2023 tally, or more than 2.2m teu to 15.5m teu. To
put this in to context, the jump here is greater than
the volumes handled by ports such as Oakland in
the US or Europe’s Gdansk and Southampton across
all of the past year.

Qingdao also notched up a close to 10% increase in
throughput figures through the first six months of
the year. This followed its achievement of being the
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fastest growing major Chinese port in 2023, as its
move to bolster connections with emerging markets,
most notably in the Asean, continues to muster
healthy volume development.

Meanwhile, Guangzhou and Tianjin also reported
more than respectable volume growth figures up
and above 4% in the first half of the year.

The non-Chinese contingent in the top 10 ranked
container ports were once again led by the Asia’s
giant transhipment hubs Singapore and Busan.

Singapore, the world’s second-largest box hub,
improved on its first half performance by 6.4%, with
more than 20m teu handled, putting it on course to
achieve its own landmark of eclipsing 40m teu for
the first time in its history.

The port’s volumes have been boosted by additional
box transfers across its quays stemming from
disruption in the Red Sea. Carriers have increasingly
utilised the port for container re-handling purposes
to ensure regional cargo coverage is maintained
ahead of journeys around the Cape of Good Hope,
according to port operator PSA International.

Figures published by the South Korean government
show Busan with a jump of 5.6% to 12.2m teu,
closing the gap on Guangzhou which sits in sixth in
the global rankings.

Dubai holds the crown as the only Middle East

port in the top 10 after it continued its own growth
trend through the first six months of 2024, while
Malaysian mega hub Port Klang looks set to make its
entry among the elite box facilities, despite Lloyd’s
List’s estimates of a slight dip in traffic in the first
six months of 2024.

Port Klang’s inclusion, though, comes at the expense
of a notable absentee in the shape of Hong Kong,
where volumes dropped back by a further 8.6% in
the first half of the year as the port continues to lose
business to Chinese rivals.

Hong Kong slips out of the top 10, where it had

remained since the early 1980s, having been the
world’s largest port 20 years ago.
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OPINION

The View: Yemen's twisted firestarters will go

it alone

FORMER Israeli Prime Minister Ehud Barak
famously described the Middle East as “a tough
neighbourhood”. Sensible middle-class people really
wouldn’t want to go there after dark.

Reporting on the region right now concentrates
heavily on the minutiae of developments in the
conflict in Gaza, which has seen its repercussions
spread from Ivy League campuses to the diplomatic
cocktail circuit.

While the war on shipping declared by the Houthi
faction of Yemen has been a staple on the Lloyd’s
List website since last November, it has attracted
only limited coverage in the wider media.

So broader awareness of the drama unfolding in the
Red Sea right now is accordingly limited.

Greece-flag tanker Sounion (IMO: 9312145) was
abandoned by its crew after being struck by three
separate projectiles launched by the Islamist
insurgents on Wednesday last week.

Two days later, the Houthis deliberately set it on fire,
filming their act and posting the clip on the internet
for all to see. The intent seems to have been to
destroy the vessel, in a warped display of solidarity
with Hamas in Palestine.

This is an organisation that routinely paints itself as
the legitimate government of Yemen. Last time we
checked, legitimate governments do not typically
run the risk of devastating oil spills.

Delta Tankers-owned Sounion is what the
shipping industry calls a suezmax. In the popular
imagination, that translates to half a VLCC.

It is laden with 150,000 tonnes of heavy crude and
if it loses that cargo, the result would be oil pollution
on a scale not caused by shipping so far this century.

At the time of writing, this scenario remained
potential rather than actualised, although there
were reports of a 4 km slick emanating from the
hull.

If it does come about, it will not coat a pristine
sound in Alaska with viscous crud, and after a
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decade of civil war, there is no domestic tourist left
industry to devastate.

What is will do is destroy the local fishing industry, a
key source of food in a country in which 17m people
suffer from high levels of acute food insecurity, on
UN estimates.

In short, the degree of recklessness involved in
what the Houthis have done could turn out to be
spectacularly culpable in its self-defeating stupidity.

All is not lost. There is a commercial incentive to
salvage Sounion’s hull, and efforts to this end are

in train, hinging on the US Office of Foreign Assets
Control suspending sanctions on the only tugs in the
vicinity that can feasibly take on the job.

By contrast, there is no commercial incentive or
legal obligation for anybody whatsoever to foot the
clean-up bill for pollution caused by acts of war.

The International Convention on Civil Liability for
Oil Pollution Damage 1992 — “the CLC”, in industry
slang — expressly absolves owners from liability in
these circumstances.

Fair enough, from an ethical point of view; Sounion’s
plight is on the Houthis, not Delta Tankers.

And of course, where there is no liability on the
owners, there is no liability on the owners’ insurers.

At this point, the oil industry would normally step
in. The International Oil Pollution Compensation
Funds is a scheme built around a levy on receivers
of seaborne oil consignments, with the financial
muscle to pay for whatever work needs to be done.

But the IOPC Funds has confirmed that it is
constitutionally precluded from stumping up the
cash where spills are caused by acts of war.

That leaves legitimate governments. France and
Spain threw considerable resources into cleaning up
beaches after the Prestige spill in 2002.

Houthi Yemen demonstrably has no such capacity,

as underlined by its reliance on the UN to defuse the
FSO Safer time bomb.
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The only nearby state that does is probably Saudi
Arabia.

But the Saudis were at war with Yemen for eight
years from 2015 and will be disinclined to help
unless its somehow perceives there are national
interests at stake.

Iran, generally considered to be both paymasters
and puppet masters of the Houthis, may come to
their aid, but it is questionable.

The last resort would be for the UN or the
International Maritime Organization, a UN agency,
to get the begging bowl out. But after last year’s whip
round to assist with the Safer decommissioning was
poorly subscribed, charitable impulses may well be
constrained.

Comment is also necessary on the media handling
of this casualty. Say what you like about the Houthis,
but they have been keen to draw the world’s

attention to the incident. Delta Tankers, not so
much.

Entirely legitimate questions from both mainstream
publications and the shipping specialist press have
been met with a blanket public relations agency
response of “we can’t tell you that for security
reasons”.

The response strains credulity. The Houthis would
gain no advantage from confirmation that salvors
have been engaged, for instance.

Once again, shipping is benefiting from its supinely
low profile. If its luck holds, Sounion’s owners will
get away with the hush-hush tactics.

But setting suezmaxes ablaze is like playing Russian
roulette, except with worse odds. If the worst comes
to the worst, the spotlight will be as unrelenting as it
is unforgiving.

MARKETS

Tanker surprise: Spot rates for exports of
Canada’'s TMX down double digits

THE $25bn Trans-Mountain pipeline expansion
(TMX) project, which is driving new exports of
western Canadian crude, has been hyped as a major
event for tanker trades.

The pitch on conference calls and in analyst reports:
TXM will not only hike aframax rates in the Pacific,
but also in other markets as aframaxes are pulled
toward British Columbia. It will increase spot rates
for long range two product tankers as they are
enticed into the dirty trade. It will increase very
large crude carrier rates as crude from TMX is
transferred from aframaxes to VLCCs.

Alas, three months after TMX loadings began at
Westbridge Marine Terminal near Vancouver, the
much-ballyhooed rate upside has yet to materialise.
Spot rates are not rising, they are falling.

The spot aframax freight rate from Vancouver to the
US west coast was $1.57 per barrel on Tuesday, down

32% versus June 14, according to data from Argus.

The rate for direct aframax shipments from
Vancouver to China was assessed at $4.76 per barrel
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($2.6m lumpsum), down 25% over the same period
— to the lowest level since Argus began tracking the
route.

The rate for cargoes loaded aboard aframaxes

in Vancouver and then transferred to VLCCs off
California for final transport to China was $4.44 per
barrel, down 14% since June 14.

Nor is any indirect upside from TMX apparent in
the broader aframax market. The first TMX cargo
was shipped on May 22. The Baltic Exchange’s
Worldscale assessments show aframax rates falling
since June across the major lanes.

The index route that is geographically closest to the
TMX trade — the Southeast Asia-Australia aframax
route — was at W127.81 on Thursday, down 27%
from the beginning of June.

What happened to TMX upside?

According to Tray Swanson, head of Americas
freight pricing at Argus, one factor countering TMX
rate upside relates to Thailand.
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The single-point mooring (SPM) system for VLCC
discharges in Map Ta Phut, Thailand, came back
online in mid-July for the first time since January
2022. “Prior to the SPM’s return to service, VLCCs
could only discharge cargoes by lightering onto
aframaxes, which would then unload at a different
berth in the port,” he said.

When the SPM was offline, around eight aframax
lighterings were required per month. Now that
VLCCs can discharge directly at Map Ta Phut,
the former lightering tankers are back in spot
competition, “putting downward pressure on the
broader southeast Asia aframax market”, said
Swanson.

Two aframaxes have already shifted from the
southeast Asia market to Vancouver: Eagle Brisbane
(IMO: 9795050), which previously lightered

in Map Ta Phut and is now time-chartered by
ConocoPhillips to serve TMX, and Blue Sea (IMO:

9413028).

Swanson told Lloyd’s List, “Other ships previously in
the Thailand lightering trade are now competing for
cargoes in the southeast Asia and east Asia markets,
from which shipowners may look to Vancouver for
their next voyage.”

Heavy time-charter coverage in the west coast trade
is yet another reason why aframax spot rates haven’t
risen on TMX’s debut.

“About 55-60% of the aframaxes in the west coast
trade are operated by traders such as Phillips 66,
Shell, Suncor and PetroChina. The frequent use
of these [time-chartered aframaxes] for own-
programme voyages has limited spot demand.”

Still future potential for TMX upside

Does the disappointing rate performance of the past
three months prove that the TMX upside pitch was
overblown? “It seems too early to tell at this point,”
answered Swanson.

A number of factors could bolster rates going
forward.

First, the number of TMX loadings per month has
yet to max out. “Market participants believe it is
more likely that the maximum will be closer to

25 aframax loadings per month, down from the
capacity of 34 per month but up from the current
rate of about 20-21 per month since TMX began.”

Second, demand for spot aframaxes could increase
in the winter. “The likelihood of winter weather
delays from fog and a decrease in daylight is
expected to increase demand for spot tonnage,”

he said.

And third, transpacific transport strategy remains in
flux. “The market is still finding its footing on how it
will deliver the barrels to China,” said Swanson.

Some cargoes are going directly across the Pacific on
aframaxes (the largest tankers Westbridge Marine
Terminal can accommodate). Others are being
transported via ship-to-ship (STS) transfers, in
which three aframax loads are reverse-lightered to

a VLCC, usually at the Pacific Area Lightering Zone
off southern California, with the VLCC handling the
final leg to China.

The cost savings of the VLCC option have declined
significantly, which could change the equation.

On June 12, the freight cost of a direct aframax
voyage to China was $1.32 per barrel or 26% higher
than the two-leg aframax-VLCC voyage, according
to Argus’ assessments. As of Tuesday, the spread
had shrunk to less than a quarter of that. The direct
shipment freight cost was only $0.32 per barrel or
7% higher than the two-leg voyage.

“This could entice charterers to opt for more direct
shipments to China,” said Swanson. That, in turn,
would soak up more aframax capacity. “An increase
of direct shipments from Vancouver to China would
exert upward pressure on rates.”

Frontline sounds alarm over dark fleet and
repays Fredriksen debts

FRONTLINE has sounded the alarm over dark
fleet* crude oil shipping while vowing to “vigorously
defend” its acquisition of 24 very large crude carriers
from Euronav in a Belgian court case.

Frontline said the volume of oil exported from

Lloyd's List | Daily Briefing Monday September 2, 2024

sanctioned countries such as Russia has increased
to 18% of all waterborne crude and condensate,
estimated at about 41m barrels per day.

Frontline said about 6% of the global fleet of
VLCCs, suezmaxes and aframaxes were reported

Page 8



to be sanctioned by the US Office of Foreign Assets

Control. Of those classes, 13% were over 20 years
old.

“This generation of tonnage are not normally
used for oil transport by compliant charterers and
owners,” Frontline said.

The International Maritime Organization had stated
a “clear regulatory path to reduce the industry’s
carbon footprint by 20%-30% by 2023 and placed
“increasing scrutiny on vessel owners” over safety
and security.

“We believe it will be challenging to meet these
ambitious goals since the environmental credentials
of a tanker built prior to 2004 will not change
without significant and potentially prohibitive
investment,” Frontline said.

Frontline’s second-quarter earnings also disclosed
that it went to court in June over FourWorld Capital
Management’s bid to unwind Frontline’s VLCC deal
with Belgian tanker giant Euronav.

Frontline attended an introductory hearing at
the Enterprise Court in Antwerp, Belgium after a
summons from FourWorld, which wants it to pay
damages “in an amount to be determined in the
course of the proceedings”.

“The company finds the claims to be without merit
and intends to vigorously defend against them,”
Frontline said. The case is scheduled for oral court
pleadings in May 2026.

The Euronav deal settled a fight with Belgium’s
Saverys family over ownership of Euronav and made
Frontline a goliath among listed tanker owners (it
owned 41 VLCCs as of June 30, 2024).

On Friday, Frontline said it had refinanced the debt
it took on to pay for Euronav’s ships.

In July 2024, it secured a commitment with China’s
CMB Financial Leasing for a sale-and-leaseback
agreement worth up to $512.1m to refinance 10
suezmax tankers, which it expected would generate
$101m in the fourth quarter of 2024.

It would use part of this to repay the remaining
$75m drawn under its $275 senior unsecured
revolving credit facility with an affiliate of
shareholder John Fredriksen’s Hemen Holding.

It has repaid an aggregate of $395m under the
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revolving credit facility and its $539.9m shareholder
loan from Hemen, which has now been fully repaid.

In May, it entered into a senior secured term loan
of up to $606.7m with China Exim Bank and DNB
to refinance eight suezmaxes and eight LR2s,
generating cash proceeds of about $275m.

It drew down $306.5m of this in June, and the
remaining £300.2m in August.

The refinancing netted cash of $275m, $135.3m of it
in the second quarter.

Outlook

Frontline said it expected demand for tankers to rise
from the second half after the seasonal summer lull,
with particular optimism for VLCCs.

Global oil consumption averaged 102.8m bpd

in the second quarter of 2024, up 1m bpd from
1Q24. Demand would accelerate in the second half
of the year to around 104.9m bpd in December,
Frontline said.

The orderbook for Frontline’s three ship classes was
now 15.3% of the existing fleet. Just one VLCC was
due for delivery this year and five in 2025, hence the
optimism for that asset class.

Frontline said growth in the orderbook was mostly
for ships due in 2026 and 2027 and was not
expected to affect the overall tanker market outlook
in the near term owing to the existing fleet’s age
profile.

Frontline’s second quarter was in line with the
first as geopolitical strife helped the market in the
northern hemisphere summer lull.

“Historically, refinery utilisation increases from
here as the world begins to prepare for winter and
volatility in the tanker markets resumes,” chief
executive Lars Barstad said.

Frontline had 79% of its VLCCs booked at $47,600
per day and 85% of its suezmaxes covered at
$41,900 per day, while long range two/aframaxes
were booked at $50,100 per day at 65%.

“We expect the spot time charter equivalent rates
for the full third quarter of 2024 to be lower than
the spot time charter equivalent rate currently
contracted due to the impact of ballast days at the
end of the third quarter of 2024,” Frontline said.
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Ballast days at the end of the second quarter of 2024
stood at 1,043 for VLCCs, 306 for suezmaxes and
147 for LR2/aframaxes.

Profit rose by 4% to $187.6m for the quarter, and
adjusted profit was flat at $138.2m, on revenue
of $556m.

Average daily spot time charter equivalent earnings
were $49,600 for VLCCs, $45,600 for suezmaxes
and $53,100 for LR2/aframaxes.

Frontline agreed to sell a 2010-built suezmax for
$48.5m, generating about $36.5m after debt costs.

Frontline’s fleet at June 30 stood at 41 VLCCs, 23
suezmaxes and 18 LR2/aframaxes with aggregate
capacity of about 17.9m dwt.

* Lloyd’s List defines a tanker as part of the dark

fleet if it is aged 15 years or over, anonymously

owned and/or has a corporate structure designed
to obfuscate beneficial ownership discovery, solely
deployed in sanctioned oil trades, and engaged

in one or more of the deceptive shipping practices
outlined in US State Department guidance issued
in May 2020. The figures exclude tankers tracked
to government-controlled shipping entities such
as Russia’s Sovcomflot, or Iran’s National Iranian
Tanker Co, and those already sanctioned.

Grain season will boost panamax rates, but
waning Chinese demand prompts caution

THE upcoming US grain season is expected to
deliver a much-needed boost to the panamax sector,
which has experienced a slump in rates since March
2024.

The Baltic Exchange’s Panamax P5TC index, which
shows the time charter equivalent rates, reached a
2024-low of $11,975 per day on August 30, down
nearly 25% on July 30.

The summer months usually bring a lull in panamax
rates, which start to pick up again towards the end
of August and into September, when the northern
hemisphere grain season begins.

This can be seen in the P5TC average, which dipped
lower in the summer of 2023 than this year, but
started to climb earlier in the first few days of
August.

BRS dry bulk analyst Christopher Skelton admitted
that rates had been “unusually weak for this time
of year”, but he still expected rates to begin their
upward journey in the next few weeks.

There are some voices expressing optimism that this
year could be a bumper harvest as far as US grain is
concerned, with corn, wheat and soyabean exports
forecast to increase on 2023 and 2024 volumes.

Cautious view

But Bilal Muftuoglu, head of dry bulk research

at shipbroker Howe Robinson, said some in the
industry were placing a little too much faith in US
grain exports.

Lloyd's List | Daily Briefing Monday September 2, 2024

“Yes, the harvest is looking very good, but in terms
of prospects, especially kamsarmax and panamax
prospects, it is not looking amazing,” he told
Lloyd’s List.

Muftuoglu cited declining Chinese import demand
as the main cause for concern. There have been
reports of a record corn harvest in China.

The US Department of Agriculture’s World
Agricultural Supply and Demand Estimates
forecasts Chinese domestic corn production to reach
292m tonnes in 2024-2025.

China cool on imports

China has asked its traders to import less foreign
grain to support domestic farmers, Bloomberg
reported, as weaker-than-expected demand and that
increased production sinks Chinese prices for corn,
sorghum and barley to their lowest levels in more
than three years.

“I think demand in the rest of Asia is looking okay,
but how high can it really go?” Muftuoglu asked.

He said that a decline in grain prices could prompt
more purchases, but that would “really require
China coming back to the market”.

“I assume they will at some point, once they clear
their stocks and they see that prices are quite
reasonable in the global market, but it’s not a short-
term thing.”
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Chinese energy shipping firms foresee
robust global tanker market amid domestic

demand decline

GLOBAL oil demand is expected to outstrip
fleet supply, signposting a prosperous period
for the tanker market, Cosco Shipping Energy
Transportation and China Merchants Energy
Shipping argue in their interim reports.

Citing Clarksons’ outlook for 2024 of 3.3% tonne-
mile growth for crude tankers and 7.5% tonne-mile
growth for product tankers, CSET said in its interim
report that demand growth would also be backed by
Red Sea crisis-caused rerouting and more oil trade
between the Americas and Asia.

An ageing fleet, uncertain fuel choices, high
newbuilding costs and stretched shipyard
production would mean supply would not meet
demand, the Shanghai-listed company said.

The company also noted that refineries’ shifting
from west to east will also boost the demand for
tankers.

Therefore, the tanker market is positioned to enter a
prolonged period of prosperity.

However, China’s demand for product tankers is
expected to “dramatically decline” as domestic
refineries have developed into a more structured
network and electric vehicles are replacing petrol
cars, according to the oil and gas shipping unit of
China Cosco Shipping Group.

The energy shipping company reported a 7.1% year-
on-year profit decline to Yuan2.6bn ($366.6m) for
the first six months of this year, primarily attributed
to falling profits from overseas oil shipping, while
the LNG transportation business remained steady.

By the end of June, CSET was operating a fleet of
154 tankers, with a total capacity of 22.43m dwt.

China Merchants Energy Shipping, a unit
under China Merchants Group with a dual-core
business model focusing on oil/gas and bulk

shipping, also remains optimistic about the tanker
market despite experiencing a profit fall in the first
half of the year.

The CMES interim report cited Clarksons’ forecast
of 2.1% year-on-year growth in tanker demand by
dwt in 2024 and 2.7% in 2025.

Its profit dropped 9.9% to approximately Yuan2.5bn
in the first half of the year as revenue rose by 1.9% to
Yuani3.2bn.

The company attributed its performance to the
falling revenue from the tanker and container
sectors, with a recovery noted in the dry bulk sector.

In the first half of the year, the company noted that
VLCC demand fell below expectations, citing Opec
production cuts, oil price fluctuations, geopolitical
disruption, and subdued crude oil demand in China
as contributing factors.

Nevertheless, the market is supported by tightening
supply, ensuring a healthy supply and demand
equilibrium in the medium and long term, the
interim report said.

Concerns about the oversupply of tankers in the next
three years may be a “groundless fear,” the company
said, while also cautioning against repeating the
industry’s past mistakes of shipyards’ overexpansion
and excessive newbuilding orders.

CMES also expected moderate growth in iron ore
and coal imports in the second half of the year.

With the rapid development of new energy and
new infrastructure industries, metals used in the
production, such as bauxite, copper ore, nickel ore
and lithium ore, are poised to become drivers of
future growth, the company said.

By the end of June 30, CMES owned and chartered
262 vessels in total, including 58 tankers.

IN OTHER NEWS

0O0CL to take minor stake in Tianjin
terminal for $49m

Lloyd's List | Daily Briefing Monday September 2, 2024

CONTAINER line OOCL is taking
steps to improve its network

position in the key Beijing-Tianjin-
Hebei economic region with the
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purchase of a minor stake in the
main box terminal operator at the
port of Tianjin.

Parent OOIL said in an exchange
filing that its subsidiary, OOCL
Terminal Tianjin, would be buying
a 20% stake in Cosco Shipping
Ports (Tianjin) for $49.3m.

CSP Tianjin, Tianjin Port Holdings,
CM Terminals and China Shipping
Terminal Development hold 45%,
41.69%, 7.31% and 6% respectively
of the equity interest in TCT.

CMPort and Cosco Shipping Ports
gain from recovery in exports
CHINA's two main port operators
have revealed the extent of

their gains from the shipping
disruption during the first half of
2024, which raised throughput at
their main home bases.

However, the performance of their
respective overseas assets was
more patchy, depending on where
they were positioned in relation to
the Red Sea crisis.

In an exchange filing, China
Merchants Port Group said that
both the domestic and overseas
port markets showed relatively
faster growth as the company
outperformed the industry as a
whole and increased its market
share in major regions.

Lloyd's List | Daily Briefing Monday September 2, 2024

Maersk containership collides with
tall ship in Fremantle

A CONTAINERSHIP has struck

a tall ship and damaged a
museum in the Australian port of
Fremantle, Australia.

The Maersk-owned, 2010-built,
8,411 teu Maersk Shekou (IMO:
9466984) was approaching
Fremantle from Adelaide
accompanied by four tugs and
with two pilots on board.

The vessel collided with STS
Leeuwin I, a 1986-built tall ship
used for youth training exercises
on the Western Australian
coastline, at 0615 hrs on

August 30.
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Classified notices follow

Lloyd’s List‘>

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

Please contact: marketingservices@lloydslistintelligence.com
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Container Tracker

Save time. Stay compliant.

Track containers, Complete checks in Download
not just ships minutes, not hours the evidence
Simplify transhipment tracking Save time, with all the data you Downloadable reports ensure you have
with end-to-end downloadable data need in one interface, supported the necessary documentation to prove
trails on containers - by container by tracking intelligence from over compliance, including specific end-to-end
number or Bill of Lading. 600 Lloyd’s agents worldwide. transhipment reports and more.

Request a demo:

America Tel: +1 212-520-2747

EMEA Tel: +44 20 7017 5392
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lloydslistintelligence.com/containertracker LlOyd s List Intelhgence
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Choose the trusted source
Contact us today on +44 20 7017 5392 (EMEA) / +65 6508 2428 (APAC) /

+1(212) 502 2703 (US) or visit lloydslist.com
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