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Shipment from Sevastopol
reaches Egypt despite
Ukrainian warning

A BULK carrier that loaded grain at the occupied port of Sevastopol is
unloading in Egypt despite Egyptian authorities being alerted of the
vessel’s arrival by the Ukrainian government.

A communication reviewed by Lloyd’s List purportedly from Ukraine’s
embassy in Egypt indicates Egypt’s foreign ministry was made aware
of the arrival of the Comoros-flagged small handy Damas Wave (IMO:
89152909) several days before the ship arrived at El Iskandariya
anchorage.

The note, which Lloyd’s List has been unable to confirm with either the
Ukrainian embassy in Egypt or Egyptian authorities, says Damas
Wave was loaded with 13,800 tonnes of “looted grain” from the
temporarily occupied Ukrainian territories.

The Ukrainian embassy asked Egypt to make its decision in regard to
the ship’s arrival in line with international laws and with respect for
Ukraine’s sovereignty and territorial integrity.

Damas Wave loaded at the port of Sevastopol in August during a gap
in its Automatic Identification System transmissions, a common tactic
for those that trade out of occupied ports.

It is now berthed in El Dekheila with discharge beginning on
September 4, according to local Lloyd’s agent Marine Technical
Services.
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Egypt has previously denied the entry of a ship
into its ports after Ukrainian authorities requested
the vessel and cargo be rejected on the grounds its
origin was occupied Crimea.

In May 2022 serial Crimea caller handysize Matros
Pozynich (IMO: 9573816) was refused permission to
berth in Egypt and was forced to reroute.

Damas Wave is not the only ship calling in Egypt
that started its voyage in the occupied territories.

Sanctioned Russia-flagged general cargoship
Mekhanik Makarin (IMO: 8904379) arrived at Abu
Kir on August 31 after a dark port call to Theodosia.
The vessel departed on September 5.

Russia and Egypt have a historically strong trade
relationship; however, Egypt has supported Ukraine
in other matters and has criticised Russia’s invasion.

It is not clear if the arrival of Damas Wave and
Mekhanik Makarin signals a shift in Egyptian
foreign policy.

“Two simultaneous shipments from Crimea are
unusual,” said Bosphorus Observer geopolitical
consultant Yoriik Isik.

“There’s a legitimate question here over whether this
is an Egyptian government policy change or if it’s
some traders who are willingly seeking out corrupt
elements and are trying to bypass the government’s
own standing.”

The Ukrainian government is growing concerned
that Russia’s Crimea operations are becoming
normalised.

During the past year Russia has been expanding the
geographic scope of its shipments from occupied
territories, sending cargo directly to countries like
Yemen, Libya, Venezuela and Iran.

These governments are all considered friends of
Moscow’s regime. The difference with Egypt is that
it does not accept Russia’s incursion into Ukraine.

Ukraine submitted a document to the International
Maritime Organization in August calling for
international government support to tackle Russia’s
expanding “illegal operations” out of occupied ports.

Ukrainian authorities seized a general cargoship in
July during an unrelated voyage through the Danube
River claiming the vessel had previously traded out
of Russia-occupied Crimea, part of the government’s
escalation of action to hinder this trade.

WHAT TO WATCH

Red Sea transits now ‘impossible’ for ships
with US, UK or Israel ties, say underwriters

VESSELS with any known links to the US, UK or
Israel are now essentially uninsurable for Red Sea
transits, according to market sources.

The claims come in the wake of the Sounion (IMO:
9312145) casualty, in which the Delta Tankers-
owned suezmax was first hit with projectiles
launched by Yemen’s Houthi faction and then
deliberately set on fire by the rebels.

The attack was justified on the grounds that the
tanker had previously called in “occupied Palestine”,
as the Houthis call Israel.

As of last report, Sounion was still ablaze, with
salvors believing that it is not yet safe to begin work.
However, the prospect of a major oil spill seems to
have receded.
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More positively, Red Sea war risk premiums for
vessels that can still obtain insurance have found a
new equilibrium in the wake of the incident, which
is only fractionally up on levels prevailing before the
attack.

Coverage for damage arising from incidents

caused by war — defined to also include revolution,
rebellion, insurrection, civil strife and weapons of
war — are typically excluded from standard P&I and
H&M insurance policies.

Shipowners generally purchase standalone coverage
from specialist war risk insurers, although the

purchase of such cover is not compulsory.

“We are around 0.75 with usual discounts for Red
Sea post-Sounion, and around 0.6-0.7 for Black Sea
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currently,” said Munro Anderson, head of operations
at war risks managing general agent Vessel Protect.

The figures referred to are additional premiums for
entering a war risk area, expressed as a percentage
of hull value and usually good for a seven-day
transit.

That compares with a range of 0.4-0.7 prior to the
Houthi strike on Sounion.

This suggests the gap between Black Sea and Red
Sea war risk rates — which stood at 2:1 earlier this
year — has now evaporated.

A Lloyd’s underwriter added: “We haven't seen
much change in rates for Red or Black Sea, but risk
selection in the Red Sea is the issue here.

“I cannot see amelioration of rating in either area
currently. The Red Sea is impossible for any [vessels
with] US/UK/Israeli touchpoints.

“Rating is about where we see it, but the devil is in
the details of no claims bonuses, etcetera, that can
make a big difference.”

Any oil spill from Sounion would not be insured, as
the International Convention on Civil Liability for
Oil Pollution Damage expressly precludes liability to
owners where pollution results from a war event.

Meanwhile, a UK-based law firm has reaffirmed the
position that owners and masters probably do have
a right to refuse orders or to divert, provided they
can make a good faith case that any given vessel is
endangered.

Rosie Goncare and Joshua Thomson of Hill
Dickinson said that the issue will largely depend

on the terms of the charterparty, especially in
circumstances where the charterers would prefer
the vessel to transit via Suez rather than the Cape of
Good Hope.

Where the charterparty incorporates the standard
unamended Conwartime 2013 clause, the vessel
shall not be obliged to proceed or be required to
continue to or through, any port, place, area or zone,
or any waterway or canal where it appears that the
vessel, cargo, crew or other persons on board the
vessel, in the reasonable judgement of the master
and/or the owners may be exposed to war risks.

“Therefore, the master and/or owners must make a
judgment based on the circumstances in good faith.

“It will be necessary to demonstrate that they have
made necessary enquiries, or that if they had made
such enquiries the decision taken would have in fact
been objectively reasonable.”

Russian Arctic LNG storage indicates
commercial options have evaporated

THE third liquefied natural gas cargo loaded from
Russia’s recently opened and heavily sanctioned
Arctic LNG 2 project offloaded into in floating
storage unit last week — a further sign that Western
sanctions have hobbled Russia’s Arctic gas ambitions
for the moment.

According to LNG analysts Eikland Energy, Everest
Energy (IMO: 9243148) unloaded its cargo into the
361,600 cu m SAAM Fsu (IMO: 9915090) to the
north of Murmansk late last week before heading
back to the Novatek PAO-operated Arctic LNG 2.

Eikland Energy managing director Kjell Eikland
said the evidence indicated that a prospective
Chinese buyer had lost interest in the cargo, despite
heavy discounting, and Russia had now been forced
to start storing gas from the flagship project, which
started loading operations last month despite US
sanctions targeting it directly.
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In the past month, the US State Department
imposed blocking sanctions on seven LNG carriers
as part of Washington’s continuing efforts to hamper
Moscow’s Arctic gas operations.

Two of the vessels were Asya Energy (IMO:
9216298) and Pioneer (IMO: 9256602), which had
been the first two vessels to lift cargoes from Arctic
LNG2. Both those ships, as well as Everest Energy,
subsequently had their registration temporarily
revoked by the Palau International Ship Registry
following an investigation.

“Sanctions are one part, de-flagging another, and
any cargo would eventually have to go to a terminal
owned or operated by someone not worried about
being sanctioned,” said Eikand. “Accepting an
ALNG2 cargo has now risen to a geo-political

level and storage may simply be the result of all
commercial options having evaporated.”
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While the EU and Asia have not imposed direct
sanctions on the imports of Russian LNG, Brussels
barred the transhipment of Russian LNG at

EU ports in June, limiting Russia’s options for
distributing its gas globally. That, combined, with
the existing US sanctions will limit the available
destinations of the gas.

What happens next is not clear. Saam’s storage
capacity of 360,000 m3 means there is limited
opportunity for further storage.

“Given the significant challenges in disposing of the
ALNG2 floating LNG, production at ALNG2 GBS1
should logically cease,” suggested Eikland.

While there might be a brief September window for
northern sea route transit to China, winter will soon

close that opportunity and the US Office of Foreign
Asset Control is likely to quickly sanction any buyer,
complicating sales further.

Industry speculation that the Zvezda shipyard near
Vladivostok could complete two Arc-7 ice-rated
ships for ALNG2 is hindered by the need for sea, gas,
and ice trials before service, and these ships would
also be directly sanctioned by Ofac, said Eikland.

“Having gambled and lost on its attempt to sell
and deliver the three cargoes, Novatek’s disposal
options are narrowing. As Eikland Energy has
repeatedly stated, the best option for Novatek and
Russia is to suspend operations at ALNG2 and
focus on protecting the more valuable Yamal LNG,”
Eikland said

ANALYSIS

Shipbuilding capacity must grow to meet fleet
replacement demand, says BV

SHIPBUILDING capacity needs to expand to meet
the demand for replacing the increasingly aged
merchant vessel fleet. But shipyard skills shortages
and a marine equipment supply chain crunch will
need to be addressed for this to happen, says Bureau
Veritas’ Asia Pacific vice-president Alex Gregg-
Smith.

“New regulations, demand for more energy-efficient
ships and strong shipping markets have all come
together to create high demand for new vessels

— shipbuilding is going through a boom period,”
Gregg-Smith told Lloyd’s List at the SMM maritime
trade fair in Hamburg.

However, he said that shipbuilding resources were a
“big concern” owing to skilled worker shortages and
a lack of shipyard capacity to build the more basic
vessels in the dry cargo and tanker segments.

“There have become more constraints in the global
shipbuilding industry. These include a difficulty

in getting young people into the sector, especially
in South Korea, which has had to become more
reliant on sub-contractors and foreign labour,” said
Gregg-Smith, who started his career at shipbuilder
Swan Hunter in Newcastle, during the final years of
British merchant shipbuilding in the early 1990s.
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“In South Korea, young people no longer want to
work in industries they call the ‘3Ds’ (Dirty, Difficult
and Dangerous). Young people now want to work in
other, more high-technology, industries such as IT
or automotive.”

Gregg-Smith noted that while shipbuilders in China
have also been challenged by worker shortages, the
downturn in China’s housing construction sector

in the past two years means that former shipyard
workers that had moved to the construction sector
are returning to shipbuilding.

“The return of a lot of the former shipyard workforce
means China is not so constrained as South Korea,”
said Gregg-Smith.

He said that the boom in shipbuilding orders

since 2021 means that BV, and other classification
societies, have had to recruit many more surveyors
to undertake newbuilding supervision.

BV itself is also partnering with local universities in
China in efforts to overcome a looming shortage of
both qualified engineers and class inspectors.

“The increasing technology in new ships is also a

challenge; skilled worker resources are a big concern
across the industry while shipyard capacity is not at
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the required level,” said Gregg-Smith.

Shipbuilding capacity is partly being constrained by
the focus of large shipbuilding groups on high value,
often dual-fuel, vessels in the containership, gas and
vehicle carrier segments.

“The big boom in large containership orders in
2024 means all top-tier shipyards are full and this
is putting pressure on the ability to build other ship
types. Big yards have focused on higher value ships
— we are seeing a constraint in capacity to build
more basic ship types,” said Gregg-Smith.

Gregg-Smith welcomes recent moves by some
Chinese shipyards to grow their production
capacities, some of which will be used to build lower
value bulk carriers and crude oil tankers for which
he sees rising demand because of ageing existing
fleets.

Expansion is being enabled by either expanding
existing facilities or buying up shipyards that were
bankrupted, and since mothballed, by the collapse
in orders for new ships during the 2010s.

Gregg-Smith noted the recent decisions by New
Times Shipbuilding, Yangzijiang and Hengli Heavy
Industries to boost production to cater for the latest
shipbuilding supercycle.

He said that the Chinese shipbuilding industry had
benefitted from improved government policies since
the last shipbuilding supercycle of between 2005
and 2008.

“Refund guarantees and ship finance are far
more easily available due to Beijing’s support
for shipbuilding which is filtered down to local
government to support local shipyards.”

BV itself has benefited from the surge in orders for
containerships by some of its leading clients, which
include CMA CGM and Maersk while the company is
in talks to win class services for extra newbuildings
ordered by major Asian boxship players.

Gregg-Smith said BV is also benefitting from an
increasing demand for new ships in the offshore
segment, in particular for those engaged in offshore
renewable energy.

However, he noted that the marine equipment
supply chain, both for newbuildings and retrofits,
has been constrained since the pandemic and is
creating a further strain on some shipbuilding
production.

“Covid created a lot of challenges and there remains
an equipment shortfall. There is now a lot of interest
in retrofit as we may not be able to renew the
existing fleet fast enough.”

Red Sea reroutings uproot traditional

transhipment trends

THE fallout from the Red Sea crisis has led to

a recalibration of discretionary box cargoes
circulating in the region, with far-reaching
consequences not just for local ports but for those
much further afield too.

Shipping schedules and timetables on the lucrative
east-west trades have experienced significant
disruption, with carriers left with little choice but
to skip sailings and limit port calls to maintain
schedules.

An analysis of Lloyd’s List Intelligence vessel
tracking data and port volume data through the first
half of 2024 reveals the true extent of the effect on
trade flows, as carriers continue their impromptu
migration south around the Cape of Good Hope to
avoid Houthi missiles and other weaponry.

For some ports, it has meant a welcome
unprecedented uptick in business. For others,
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whose transhipment offering is no longer to the
convenience of carriers serving east-west trades, its
effect has been significantly negative, particularly
those that rely on those all-important wayport calls.

Red Sea hubs

Understandably, transhipment hubs in the Red Sea
have born the brunt. Earlier this year, Lloyd’s List
reported how the Saudi ports of Jeddah and King
Abdullah Port had seen sharp falls in traffic in the
immediate aftermath of attacks.

With carriers still avoiding the Red Sea, the
numbers at the halfway stage of the year point to a
large scale-erosion of business across the respective

quays.

KAP was built on the premise of the hub-and-spoke
operation, relying on the constant flow of east-west
trade to and from the Suez Canal to serve regional
cargoes.
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With only minimal deviation for carriers on the
mainlane trades, KAP become one of the world’s
fastest-growing ports over the past decade. But
transhipment traffic represented about 90% of
its box business and this has now been all but
eradicated.

Lloyds’ List Intelligence shows that through the first
six months of 2024, the combined sum of capacity
calling KAP was down 88% compared with the first
half of the past year. This included a 97.8% fall in
ships with a capacity of 10,000 teu-15,000 teu from
183 in the past year to just four in 2024. In terms of
15,000+ teu units, only one such vessel called KAP
in the first half of 2024, compared with 100 in the
past year.

Although KAP does not publish half-year volume
figures, this drastic drop from calls of ultra-large
tonnage suggests equally extreme declines.

In the case of Jeddah, capacity reported by Lloyd’s
List Intelligence arriving at the port was down
nearly 70% in the six months ending June 30 against
the past year.

Again, there was a notable absence in larger tonnage
on 2023 levels. Ship calls in the 10,000 teu-15,000
teu class were recorded at just 28, down from 322
the previous year, representing a fall of 91%, while
15,000+ teu vessels fell in number from 35 to only
four.

Jeddah’s decline in vessel calls, while significant,

is not quite on the same scale as compatriot KAP.
Gateway freight, which traditionally takes up a
greater share of cargo composition, is still, at least
to some degree, making its way through the port,
with carriers ensuring coverage of Saudi Arabia and
the Red Sea region with regular feeders from the
Mediterranean via the Suez Canal.

The other option being used by carriers is via a land
bridge from the east via the Arabian Gulf, a trend
that has seen vessel activity increase at the Saudi
port of Dammam.

Lloyd’s List Intelligence data shows that Dammam
saw a 28.3% increase in the capacity of ships calling
the port in the first half of 2024. Figures included

a 43% jump in vessels of 10,000 teu-15,000 teu, up
from 58 to 83 year on year.

In terms of volumes, this has translated into a 37.4%

uptick in traffic for Dammam through the first half
of the year from 1.1m teu to 1.5m teu.
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At the entrance to the Bab el Mandeb strait in the
Gulf of Aden, a number of carriers are also operating
out of Djibouti to maintain Red Sea coverage. This
includes CMA CGM and Saudi-based feeder and
shortsea newcomer Folk Maritime, which started
running a new service in April to cater for the
northern Red Sea market.

Data from Lloyd’s List Intelligence shows that
capacity calling Djibouti was down in the first half of
the year by as much as about a third. However, much
of this decrease was due to the absence of larger
tonnage passing through the region.

For ships of 5,000 teu, or those classed as feeders,
the numbers are telling.

Through the first six months of 2024, Lloyd’s List
Intelligence noted an increase in callings of 59%, up
from 156 to 248 ships.

Preliminary volume figures estimated by China
Merchants Ports , which operates the Doraleh
Container Terminal Djibouti’s primary containerised
cargo facility — indicate a huge increase of about
77% over the past year to almost 650,000 teu in the
first six months of 2024.

Mediterranean hubs

In the Mediterranean, with east-west trade
effectively bypassing the Suez, there has been a
major shift in how carriers are managing regional
transhipment activity.

Before the crisis, it made sense to use all of the
region’s transhipment hubs to ensure coverage of
localised cargoes. With the route through the Suez
effectively cut off, heading round the Cape of Good
Hope and then to and from the Mediterranean
requires significant diversion for onward journeys to
the major ports in Europe’s northern range.

Where possible, carriers have therefore looked to
ferry east Mediterranean cargoes from ports in the
west to minimise such diversions and limit potential
disruption to mainline Asia-Europe strings.

For ports in the west, this has led to a surge in
throughput levels and similarly an increase in ultra-
large tonnage, while the opposite trend has emerged
for eastern Mediterranean ports.

Barcelona has been the biggest benefactor of this
shift in transhipment activity since the turn of the
year. Half-year volumes figures published by the
Spanish port revealed an increase of 23.6%, upon
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handling nearly 2m teu against 1.6m teu in the
corresponding 2023 period. Lloyd’s List Intelligence
vessel tracking showed an extra 41% rise in 10,000
teu-15,000 teu classed boxships, and 22.5% upswing
in 15,000+ teu units.

Valencia has also gained handsomely from the new
dynamics in container line trade. The fellow Spanish
port reported its own traffic increase in the first six
months of more than 14% from 2.4m teu to 2.7m
teu. While ships of 10,000 teu-15,000 teu increased
by just one in number on the past year, larger units
of 15,000+ teu were up 17%, according to Lloyd’s
List Intelligence.

While not to the same degree as its compatriots,
Algeciras has also welcomed an increased number of
larger ships to its terminals in 2024.

The total capacity of ship calls may have only risen
3.8%, but those from 10,000+ teu vessels grew by
as much as a third. In the second quarter alone,
15,000+ teu were up from 58 last year to 97, data
shows. The Algeciras port authority, Autoridad
Portuaria de la Bahia de Algeciras, noted 2.7%
volume growth for the half-year.

Moroccan transhipment major Tanger Med, which
has enjoyed a meteoric rise as a prominent regional
hub, continued the trend of extra ultra-large tonnage
calls at western Mediterranean ports.

At Tanger Med, total calling capacity through the
first six months of 2024 was up 7.5%, but once
more there were significant increases in larger
units docking at the port. According to Lloyd’s List
Intelligence, vessels of 10,000 teu-15,000 teu and
15,000+teu rose by 14.4% and 24%, respectively.

On the flipside, in the eastern Mediterranean, the
overhaul of transhipment activity across the wider
region has been to the detriment of the hub facilities.

Lloyd’s List Intelligence tracked a significant
downturn in ultra-large tonnage callings, which
many rely on as a fundamental part of their business
model.

But calls at Piraeus, the largest transhipment hub

in the eastern Mediterranean, fell 19% through the
first half of 2024. The Greek port saw the number
of 10,000 teu-15,000 teu vessels drop back by half
from 122 to 59. In the case of 15,000 teu ships, only
23 called Piraeus, including only three in the second
quarter, down nearly 60% on the 57 recorded in
2023.
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Full half-year volumes for Piraeus are not available.
However, Cosco Shipping Ports, which operates the
lion’s share of volumes at Piers 1 & 2 (PCT), reported
a 14.2% dip in its teu numbers to less than 2m teu
from 2.2m teu.

Malta’s Marsaxlokk, which does not publish figures
at the midpoint of the year, is expected to have seen
volume declines of similar inclinations, with Lloyd’s
List Intelligence data pointing to a 20% decline in
the total capacity of callings. This was led by a drop
of more than a third of 10,000+ teu capacity ships
calling Marsaxlokk.

The pattern was repeated in the first half of 2024 at
Egypt’s Port Said, where larger ship calls became an
increasing rarity. Data showed that calling capacity
was slashed by more than half, as transhipment
opportunities through the nearby Suez diminished,
while those in the 10,000+ teu class fell by more
than 70% on the past year.

Port Said’s total throughput across its terminals is
unavailable, but CPMH did reveal that the Red Sea
Gateway Terminal, which handles about a third of
volumes, fell by more than 13% in the first half of
2024 against the past year.

In the case of fellow Egyptian hub Damietta, the fall
in capacity callings was not quite as drastic, down by
14.8%. Calls by 10,000+ teu ships were at about 75%
of the level recorded in the first six months of 2024.

Alexandria proved one of the few exceptions. Here,
the combined capacity of ships docking at the
ancient deepwater harbour more than doubled,
including a fourfold increase in ultra-large tonnage.
However, this came about largely due to the opening
of Hong Kong-headquartered Hutchison Port’s

new Abu Qir Container Terminal, which drew in a
number of new services upon its inception.

The other to buck the trend of ailing traffic numbers
was Italian hub, Gioia Tauro, where the 1.4%
increase in callings capacity can largely be explained
by Mediterranean Shipping Company’s affiliation
with the port. In juggling its own transhipment
conundrum, the world’s largest carrier has ensured
that Gioia Tauro has profited from its regional

port rationalisation acting as the core hub for its
Mediterranean feeder network.

Asian hubs

Colombo, as Lloyd’s List revealed in May, has
swallowed up a large proportion of traffic destined
for the Red Sea.
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Sri Lanka’s hub-and-spoke specialist is
predominately used as a wayport for Middle East
and Indian subcontinental cargoes, making it an
ideal option for carriers looking to maintain Red
Sea coverage by moving boxes through the port.
Colombo, too, requires only a day’s deviation for
ships heading to and from the Far East’s via the
Malacca Strait on the Asia-Europe circuit, while
boasting the necessary infrastructure to handle
ultra-large tonnage.

As a result, Colombo has cashed in from the
disruption. In the first half of the year, capacity
moving through the port increased 6.4%, according
to Lloyd’s List Intelligence. Ships in the 10,000 teu-
15,000 teu bracket increased in number by about
18% during this period, while 15,000+ teu units
nearly doubled on-year from 41 to 80 calls.

This number would have been even higher if not
for the fortunately timed opening of Hambantota
International Port, located about 150 km southeast
of Colombo, at the start of the year.

A joint venture between CMPH and the Sri Lanka
Ports Authority, HIP has helped alleviate some of
the pressure on its local rival, although volumes
have been minimal thus far.

Data for Colombo for the half-year has not been
published by the SLPA. However, it did reveal that
through to the end of July, the port’s throughput was
tracking nearly 10% on 2023’s figures.

Whereas Colombo has prospered off the back of
Red Sea disruption, the Omani port of Salalah,
which, like others, relies on the steady flow of east-
west cargoes through the Red Sea, has seen trade
decimated. A large share of the Salalah’s business
proposition centres around being the relay leg for
transhipment cargoes from the Red Sea to the
Arabian Gulf and the Indian subcontinent.

This saw calling capacity drop by nearly 40% in the
first half of 2024, which included an 80.1% fall in
10,000 teu-15,000 teu vessels. For larger ships of the
15,000+ teu variety, their representation dropped
85.2% from a total of 34 in the past year to just five.
In the second quarter of 2024, only a sole ship with
a capacity above 15,000 teu called Salalah.

At the halfway stage of the year, Salalah’s volumes
had slipped back 16% on 2023’s count from just shy
of 2m teu to below 1.7m teu.

Finally, there has been the effect of the crisis on the
giant transhipment hubs in the Malacca Strait.

Ports such as Singapore, Port Klang and Tanjung
Pelepas have been used for container re-handling
purposes, where cargoes are loaded and reloaded
onto different vessels to ensure regional cargo
coverage is maintained ahead of journeys around
the Cape of Good Hope. This has enabled carriers to
sustain service levels amid the disruption.

The result led to localised congestion, particularly
in Singapore, in the early months of Red Sea
diversions, leading to long queues of ultra large
containerships awaiting port entry.

In the first half of the year, Lloyd’s List Intelligence
noted that capacity through Singapore was largely
unchanged. However, calls from larger ships grew
notably. This included an 8.5% rise in 15,000+ teu
ships. Meanwhile, extra traffic through the port
was up 6.4% in teu terms to more than 20m teu,
according to the Singapore’s principal operator PSA
International.

The trend of increased calls from larger ships was
repeated at the Malaysian hubs of Port Klang and
Tanjung Pelepas.

Cosco buys into cargo flexibility in latest

bulker ordering binge

COSCO Shipping’s latest massive orders for dry bulk
carriers have underlined the company’s strategic
focus on versatile, multipurpose ships amid China’s
rising export demand.

According to a statement from Chengxi Shipyard,
the order for 22 units of 80,000 dwt ships it received
from Cosco represents the newest generation of

this vessel class. Versatility is one of their most
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important design features.

In addition to traditional dry bulk commodities
such as grains, the fresh tonnage will also be able to
carry cargo including high-speed trains, wind power
equipment, automobiles and large machinery, the
yard said.

The box-shaped cargo holds not only have
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large capacity but have open hatch covers and
weathertight stern flaps for sealing, it added.

These additional cargo types are among China’s
prime exports, which could boost the backhaul
utilisation rates of the ships. Additionally, securing
the carrying capacity for these outbound trades
serves the national interest.

Another 13 vessels of 80,000 dwt ordered by Cosco
Shipping at its own shipyard, Cosco Shipping Heavy
Industry (Dalian), also feature similar designs,
Lloyd’s List understands.

They are part of the state-owned shipping giant’s
$1.8bn order for 42 dry bulkers announced last
week.

The $44m price tag per ship for these 35 vessels
is also higher than a typical 82,000-84,000 dwt

kamsarmax bulker priced at about $38m.

Chengxi said its new generation 80,000 dwt bulkers
have undergone extensive optimisation on hull lines,
propellers and electromechanical configuration.
They will be fitted with high-pressure selective
catalytic reduction systems and scrubbers, as well as
intelligent ship systems.

The 229.95 metre long ships have a 32.26 m beam,
21 m depth, 10 m design draft and 14.5 m full-load
draft. They have a service speed of 15.5 knots and
will be classed with the China Classification Society.

Other Cosco Shipping subsidiaries, including Cosco
Shipping Specialized Carriers and Chinese-Polish
Joint Stock Shipping have previously ordered
similar multipurpose vessels between 60,000 and
80,000 dwt.

MARKETS

FSRU players in Asia need to play the long

game

THE floating storage and regasification unit market
in Asia has great potential but also faces big
challenges as market factors impinge on it.

According to a Drewry report, while the LNG
demand outlook for Asia is bright, the proportion
of FSRUs used for regasification is low in Asia
compared with Europe.

This view is echoed by other market players.

Shell LNG Marketing and Trading vice-president
Jefferson Edwards said that Asia accounts for just
14% of the global natural gas consumption. This is
set to grow as the region steps up decarbonisation
efforts with new energy sources.

Richard Hepworth, president of infrastructure
provider Trelleborg Marine & Infrastructure sees
higher demand for FSRU projects in emerging than
developed markets such as Western Europe.

However, the reality remains that FSRU project
growth has stalled in Asia owing to intensified
competition from Europe in securing LNG cargoes,
and the resulting lower LNG intake, and elevated
and volatile prices.
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The FSRU utilisation rate in Asia is only about 50%-
55%.

Compared with the slew of projects launched in
Europe over the past two years in the wake of the
gas supply upheaval caused by the situation in
Ukraine, only two FSRU projects were launched
in the region in 2023 — the Hong Kong Offshore
terminal and Batangas FSRU LNG terminal in the
Philippines.

Growth this year looks to be at least as anaemic,
with news of project delays and cancellations
overshadowing launches. Indonesia’s Mitsui OSK
Lines-operated Jawa 1 being the only regional
project to reach fruition so far while India’s first
project, Swan Energy’s Jafrabad FSRU, looks
increasingly like it will be cancelled outright after
several delays.

However, Asia’s strong LNG demand for power
generation is expected to support the development of
FSRUs in the medium term, said Drewry.

“Apart from the major players such as China and

India, emerging markets including the Philippines,
Vietnam and Sri Lanka are encouraging FSRU
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developments to support their snowballing LNG
requirements as these countries aim to introduce
additional gas-fired power plants, increasing the
share of natural gas in their energy mix,” Drewry
added.

The marine consultancy expects lower prices after
2027 and the region’s growing LNG demand to boost
imports and expand regional FSRU utilisation.

“We are in a wave of huge export capacity
expansion... import terminals will follow,” added
Trelleborg’s Hepworth.

“Last year we saw the FSRU market dip a little bit
because there were no available vessels, but we
can see it trending upwards again now... [and] the
outlook is much more positive in the long term.”

Drewry also pointed to rising conversion candidates
during 2025-26 because up to 30% of the current
fleet of LNG carriers comprising steam turbine

vessels will become unserviceable owing to ageing
and growing environmental scrutiny as a factor
behind a potential rise in Asian FSRUs.

Meanwhile, the price of newbuilding FSRUs is
expected to remain elevated owing to lack of
capacity at shipyards. This will in turn spur the
market for conversions.

Banking on lower LNG prices and competitive
supplies by 2028, Drewry sees about 25m tonnes
per year of under-construction and planned FSRUSs
coming into service by 2027-28 in South and
Southeast Asia.

Furthermore, in the long run beyond 2035, Drewry
expects FSRU utilisation in Europe will decrease
as it moves further along its decarbonisation path
while Asia continues to play catch-up, potentially
becoming a market for hand-me-down FSRUs that
are still within their service lives.

Chinese shipbuilders secure more newbuilding

orders at SMM

CHINESE shipyards have continued their order-
grabbing spree during a major industry event held in
Hamburg, Germany.

Huangpu Wenchong and Guangzhou Shipyard
International, both under the China State
Shipbuilding Corp, announced orders of up to 12
newbuildings on the opening day of the Shipbuilding
Machinery & Marine Technology Trade Fair.

Huangpu Wenchong secured its first newbuilding
deal in Tiirkiye with two 4,300 teu containerships
from Izmir-based Arkas.

The shipbuilder said this contract signifies CSSC’s
initial foray into the Turkish market.

Financial specifics and delivery schedule were not
disclosed, but brokers’ data indicated that the price
for such type of new tonnage stands at around
$60m.

As one of the largest container shipping lines in
Tirkiye, Arkas currently ranks the 33rd position on
Alphaliner’s list of big carriers, with a live fleet of 33
ships totalling 53,764 teu. The company has eight
vessels on order including the latest pair.

On the same day, Huangpu Wenchong also
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confirmed an order for up to eight multipurpose
heavylift vessels from German shipowner
Hammonia Reederei.

The deal includes four 13,500 dwt units with an
option for four more, each equipped with two 450-
tonne cranes.

Hamburg-based Hammonia Reederei operates
containerships and MPPs with a fleet of more than
40 vessels.

Meanwhile, GSI secured a contract with Germany’s
Leonhardt & Blumberg for two methanol-ready
49,500 dwt chemical/product tankers, expanding its
middle-range tanker orderbook to four units at the
Chinese shipbuilder.

The previous two ships were ordered in April this
year.

Clarksons’ newbuilding price index estimates the
cost of an MR tanker at $52m.

Leonhardt & Blumberg operates a fleet of 30
handysize containerships and five product tankers
and started investing in product tankers since 2022,
according to its website.
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For the first seven months of 2024, Chinese
shipbuilders had won new orders of 22.5m cgt,
up 38% from the year-ago period and accounting

for 63% of the global total orders, according to
Clarksons.

ONE uses Japan operating lease to structure

equipment deal

OCEAN Network Express structured its recent
$201.9m dry and reefer box leasing deal through
a Japanese Operating Lease with Call Option,
according to a statement from the law firm that
advised on the deal.

Jolcos are used as an alternative to Chinese sale and
leasebacks.

They can often secure 100% finance at rates below
those available for even 70% finance from European
banks, even for owners who probably would not
qualify for a conventional mortgage, according to
ship finance sources.

Among their advantages is the ultra-low interest
rates that still prevail in Japan. The Bank of Japan’s
decision in July to increase the policy rate to 0.25%
marked only the second increase in the past 17 years.

Watson Farley & Williams acted for an unnamed
Asian financial institution as arranger, agent,
security agent and lender on the transaction, with
Financial Partners Group as equity provider.

Singapore-headquartered ONE is a major container
carrier with an extensive liner network service
active in more than 100 countries.

It is jointly owned by Japanese shipping lines
Nippon Yusen Kaisha, Mitsui OSK Lines and
Kawasaki Kisen Kaisha.

FPG is a Japanese company listed on the prime
market of the Tokyo Stock Exchange and is a
prominent Jolco arranger in the maritime and

aviation sectors.

The WFW assets and structured finance team that
worked on the transaction was led by Hong Kong
and Singapore partner Madeline Leong, supported
by Singapore associate Andy Wilson and trainee
Kate Clancy.

In a typical Jolco, the senior tranche, which
amortises to a balloon payment at maturity, is set at
bank pricing.

Meanwhile, the equity investor becomes the owner
of a ship through participation in a special purpose
entity and is entitled to tax breaks on depreciation.

The lessee pays rent to the special purpose entity,
at a level equivalent to the monthly loan repayment
plus a dividend on the equity, at a rate much lower
than the interest on the bank debt.

As the name implies, a Jolco is a Japanese Operating
Lease with an early buy-out option attached. This
enables a combination of competitive lease rates
with off balance sheet financing, and also acts to
secure residual upside value.

There are certain drawbacks, including little
flexibility for refinancing and a requirement to
redeliver the boxes in first-rate condition.

Lessees also need to be aware that the call option

is optional in name only. There is effectively a
gentleman’s agreement to take it up, and not doing
so would court exclusion from Japanese ship finance
in future.

Coal shipments for India up 10% to August

SHIPMENTS of coal to India have increased 10%
year on year between January and August 2024,
data from Signal Ocean suggests, outpacing an 8%
year-on-year growth in domestic production.

BIMCO analyst Filipe Gouveia said this increase was
driven by thermal coal imports. Power generation
from coal rose 13% to August, which made up for a
6% decrease in hydro power generation because of
low water levels.
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Indonesia has benefited from this increased
demand, with shipments to India up 12% in August
compared with the same month in 2023, Signal
market analyst Maria Bertzeletou told Lloyd’s List.

While supramaxes are often preferred on the
Indonesia-India route, it is larger sizes that have
benefited from India’s increased hunger for coal.

“Dry bulk carriers in the capesize and panamax
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segments benefited the most from an increase in
coal cargoes, as we saw a shift towards larger ships
transporting coal to India,” said Gouveia.

“So far in 2024, cargoes aboard supramax ships
stagnated and their cargo share of coal shipments to
India fell to 21% from 23% in 2023.”

Bertzeletou said that Indonesia’s win was Russia’s
loss, with shipments to India down 9% in July
compared with the previous year.

“What we see now is a trend,” she said. “It seems
Indonesia is playing a more active role for coal

although we have green initiatives, the pathway

for Asian economies is not yet ready to pause coal
demand. For sure, this is a supportive factor for the
freight market.”

While Bertzeletou was confident of strong coal
volumes to India and other Asian markets for the
near future, Gouveia warned that late monsoon
rains mean reservoir water levels are up 26% which
should mean a recovery of hydroelectric power
generation.

Coal inventories are also at healthy levels, which
Gouveia said could lead the Indian government

shipments to Asian economies.

to ease or eliminate import mandates in October,
causing growth to slow.

“We will still see this flow of shipments, because

IN OTHER NEWS

Eswatini fleet start to reflag as UAE
takes action

SEVERAL ships flying the
embattled Eswatini flag have
started the process of finding a
new register after the Eswatini
government confirmed that it was
temporarily shutting the registry
down.

While no ships have yet

signalled changes in flag via

their Automatic Identification
System signal, several ships have
already left the Eswatini register,
according to the United Arab
Emirates Marine Transport Affairs
department.

When the UAE added the Eswatini
flag to its list of restricted
registers in the past month,
effectively banning registered
ships from calling in UAE waters,
it left several ships in limbo.

ILA releases fiery video as US east
and US Gulf coast ports inch closer
to strike

A POTENTIALLY debilitating strike
in US ports from Maine to Texas
is inching closer to materialising,
with less than 60 days remaining
before the contract between US
Maritime Alliance (USMX) and

the International Longshoremen'’s
Association expires.

In a fiery, 22-minute video
released by the union on
Wednesday as its wage scale
committee met in New Jersey

to discuss wage demands and
prepare for a potential strike,

the ILA outlined the negotiation
team’s remaining pain points and
reiterated its threats.

“The [shipping companies]
represented by the US Maritime
Alliance might think the ILA won't
go on strike, but let me tell them
and all of America: the ILA most
definitely will hit the streets on
October 1 if we do not get the
kind of contract we deserve” ILA
president Harold Daggett said.

Lloyd's underwriting profit climbs
24% in the first half

LLOYD'S of London’s reported
pre-tax profit climbed 25% in the
first six months of the year to
£4.9bn ($6.5bn), driven by higher
underwriting and investment
returns.

The market’s underwriting profit
rose to £3.1bn from £2.5bn, as
the combined ratio improved 1.5
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points to 83.7%, its best interim
result since 2007, on the back of
“continued discipline” and below-
average major losses.

The underlying combined ratio,
which excludes catastrophe
losses, fell to 80.6% from 81.6%.
Both the attritional and expense
ratios also fell.

UKMTO warns of impersonators
calling for vessels to switch AIS on
UK MARITIME Trade Operations
said it is aware of an entity
claiming to be the Royal Navy
service requesting vessels to turn
on their Automatic Identification
System and provide a position
update.

Vessels have been switching off
their AIS while transiting through
the Bab el Mandeb and Red Sea
to avoid revealing their position
to the Iran-backed Houthi rebel
group, which has been targeting
shipping in the region since late
2023.

On average, about 15 vessels are
disabling AIS to pass through
the chokepoint on a weekly
basis, according to Lloyd'’s List
Intelligence data.
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Singapore to continue night
container moves

THE Port of Singapore will
continue moving containers via
barge at night after a successful
four-month trial.

The Maritime and Port Authority

of Singapore said the move night at the port’s Branni and
will help to reduce costs and Keppel terminals, but not at Pasir
turnaround time. Wait time for Panjang, where navigation is

container berths at the port was more complicated.
reduced to less than a day in July
2024, the MPA said.

Containers had been moved by

Classified notices follow

Lloyd’s Listo

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

Please contact: marketingservices@lloydslistintelligence.com
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Request a demo:

America Tel: +1 212-520-2747

EMEA Tel: +44 20 7017 5392

APAC Tel: +65 6505 2084 . . D
)

lloydslistintelligence.com/containertracker LlOyd s List Intelhgence

Lloyd's List | Daily Briefing Friday September 6, 2024 Page 14



\\\\\\\|| ”,IIII[/
ly
/y

‘y

/

Curated maritime news and
market analysis

Unrivalled 115k+ articles ) Fjorrespondents
. : (b. in seven
news coverage in our archive “/ maritime hubs

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

Lloyd's List | Daily Briefing Friday September 6, 2024



