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Daily Briefing
Leading maritime commerce since 1734

Monday September 30, 2024

America’s next big traffic jam 
is nigh. Who is to blame?

THERE are times when traffic flows steadily into Manhattan through 
the Lincoln Tunnel, crossing under the Hudson river from New Jersey. 
But in peak periods, it’s much more stop-and-go, and when there’s an 
accident in the tunnel, prepare to spend hours at a standstill on the 
entrance ramp in Weehawken, enjoying the famous view of 
Manhattan’s skyline, so close and yet so far.

If the International Longshoremen’s Association goes on strike at 
1.01am on Tuesday, it will be like a car crash inside the Lincoln Tunnel, 
but with a key difference: It will be a traffic jam that shippers and 
carriers knew was likely to happen months in advance, with 
preordained timing down to the minute.

Barring an 11th-hour deal, the containership queues will begin 
building next week at the anchorages off New York, Portsmouth, 
Savannah, Charleston, Miami and Houston. It would be a familiar 
sight: Over 100 containerships were stuck waiting off US east and Gulf 
coast ports two years ago amid the supply chain crisis. It could happen 
again soon.

Lessons learnt from past disruptions

Lessons learnt from past disruptions will come into play if there is a 
strike. Shippers and carriers are now highly experienced with ship 
queues and route diversions. They developed their strategies in the 
pandemic years and honed them further during the Panama Canal 
drought and Red Sea crisis.
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This time around, carriers will have much more 
capacity at their disposal to deal with the disruption, 
which would quickly spread across global networks. 
New ships and new container equipment are being 
manufactured in record volumes.

US importers will also be better prepared. They 
had ample warning of this disruption (unlike in 
the pandemic and after Houthi attacks in the Red 
Sea) and they frontloaded this year’s cargo as an 
insurance policy. On the export front, shippers 
have much more flexibility in their supply chains, 
courtesy of new route options developed in 
recent years.

Even so, it would be ugly.

Not all imports can be brought in early and not all 
importers can afford to do so. Not all exports can be 
rerouted at a cost that makes sense.

Both imports and exports would face severe capacity 
constraints at alternate ports. The cargo that does 
get through would take longer to get where it’s going. 
Financial fallout to the US economy would be steep, 
regardless of the frontloading of imports.

Let the blame game begin

A strike at US east and Gulf coast ports would 
immediately devolve into a blame game.

Right-wing commentators blamed US President 
Joe Biden for failing to sufficiently address the 
supply chain crisis during the pandemic and 
accused him of causing inflation through his 
inaction. Biden, in turn, blamed the foreign 
ocean carriers. The actual culprits were everyday 
Americans who bought too much stuff too quickly, 
and pandemic-era stimulus packages from both 
Biden and former president Donald Trump that 
were, in retrospect, too generous.

Biden — and by extension, Democratic presidential 
nominee Kamala Harris — will be blamed if Biden 
does not immediately invoke the Taft-Hartley Act 
and force an 80-day cooling-off period. It Taft-
Hartley is not invoked, Democrats will be accused 
putting their need for union votes in November’s 
election above the needs of the country and 
facilitating supply chaos. Trump will be quick to use 
strike fallout against Harris.

Biden will probably try to deflect blame toward the 
foreign shipping lines of the dockworker employers 
group, the US Maritime Alliance. He previously 
attacked shipping lines during the pandemic, saying 

he was “viscerally angry” and felt like he wanted to 
“pop” someone, presumably a carrier executive.

USMX will blame the ILA, and the ILA will blame 
the foreign carriers. Its president Harold Daggett 
has already done so.

Shippers will blame the carriers for higher costs, 
as they did during the pandemic. Indeed, there is 
already a conspiracy theory floating around shipper 
circles, recounted to Lloyd’s List, alleging that 
carriers are privately okay with a strike because they 
made a fortune during Covid, the Red Sea crisis 
further buoyed their returns, and they believe a new 
disruption will be profitable.

Do the ILA dockworkers deserve a big raise in 
their next contract? West coast dockworkers of 
the International Longshore & Warehouse Union 
certainly got one, available salary information 
implies ILWU workers are better compensated than 
ILA workers, and carriers are historically flush with 
cash, so one can argue that they do deserve a large 
pay hike.

But there is one major aspect of the ILA negotiating 
position that does not benefit anyone except ILA 
members: the union’s staunch opposition 
to automation.

The need for more US port automation

Daggett summed up the ILA position in June 
when lambasting a Maersk automated truck gate 
in Mobile. “Who the hell is a foreign company 
like Maersk to come to US soil and build fully 
automated terminals? This foreign company 
Maersk tries to shove fully automated terminals 
down our throats and for what reason? To 
eliminate good-paying American jobs, ILA jobs,” 
said Daggett.

The reality is: America’s ports need more 
automation.

US import volumes continue to organically 
increase as the economy grows. Import volumes 
will continue to rise over the coming years. The 
ability to build new ports along the country’s 
coastlines is inherently limited, therefore cargo 
traffic must flow through existing port system 
chokepoints more quickly and more efficiently in 
the future.

As in any traffic system, something has to give. In 
the case of Manhattan, the number of vehicles going 
to the city keeps rising, while there are no plans for 
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new tunnels or bridges to serve vehicles. It’s crucial 
that vehicles get through the traffic chokepoints 
as fast as possible, thus the use of the automated 
EZ-Pass system at the toll booths.

The EZ-Pass system was installed at the Lincoln 
Tunnel almost three decades ago — in 1997. It’s time 
for US east coast and Gulf coast ports to catch up. 

As Bloomberg rightly put it: “Port workers deserve a 
raise but not a veto on progress.”

To the extent the automation issue and not a pay 
dispute creates a new traffic jam of vessels and cargo 
off east and Gulf coasts beginning next week, the 
politicians, citizens and shippers of America should 
be blaming the ILA.

WHAT TO WATCH

China wins 80% of all containership orders 
booked in 2024
THE rush to order containership newbuildings — 
which has seen more than 200 boxships, with a 
combined capacity of almost 3m teu, ordered since 
January — has been a boon for China.

Containership newbuilding orders since January are 
running at their second-highest level historically, 
below only 2021 when a total of 4m teu of slot 
capacity was ordered.

Chinese shipbuilders have mopped up some 80% of 
all containership newbuilding orders in teu capacity 
terms since the beginning of the year, according to 
data tracked by Lloyd’s List. 

Lower contract pricing, earlier delivery slots 
and a stable workforce have provided Chinese 
shipyards with an edge over their competitors when 
negotiating newbuilding contracts.

“China has managed to maintain a competitive 
pricing advantage. This price incentive has assisted 
Chinese yards in dominating containership orders 
for about five years now,” said Braemar container 
market analyst Jonathan Roach.

According to Braemar data, China now holds 61% of 
the total containership orderbook.

Long-term labour challenges in South Korea and 
Japan have been one of the factors helping China 
maintain a price gap. Labour shortages, due to 
a lack of young people entering the shipbuilding 
sector, have become a big problem for South Korean 
shipyards in the past three years.

Shortage of labour has been a contributor to labour 
unrest that has plagued most of the big South Korean 
shipbuilders this year and is driving up wages. 

Other factors providing Chinese shipyards with an 
advantage include low shipbuilding steel plate prices 
and competitive China state-backed ship finance.       

Data tracked by Lloyd’s List shows that almost 3m 
teu of containership capacity has been ordered since 
January, provided by 239 vessels. However, not 
all of them are believed to be firm contracts, with 
some awaiting shipbuilding refund guarantees or 
remaining at letter of intent stage.

Nevertheless, there are several notable orders in the 
pipeline. The most significant is a much anticipated 
order from Hapag-Lloyd, the world’s largest fifth-
largest operator of containerships.

According to Alphaliner, Hapag-Lloyd is expected to 
order at least 10 vessels each of 9,000 teu and 16,000 
teu, all to liquefied natural gas dual-fuel specification.

It noted that all 20 ships are expected to be built by 
Chinese shipyards, which still offer a notable price 
advantage over their South Korean and Japanese 
competitors.

Privately owned Chinese shipyards Yangzijiang 
Shipbuilding and New Times Shipbuilding are 
reported to be the favoured yards to win the 
newbuilding contracts.

Meanwhile, Greek non-operating owner Euroseas 
is said to be in the market for up to four 4,300 
teu boxships. The company is understood 
to be close to finalising a deal with Yangzijiang 
Shipbuilding.

Other potential boxship orders include six 10,000 
teu containerships for Hamburg-based tonnage 
provider Claus Peter Offen. Should an order be 
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signed, they will be the first newbuildings to be 
ordered by the company in more than a decade.   

Another reason why South Korean shipyards have 
seen fewer containership orders this year is a lack of 
shipbuilding berth availability.

Most shipbuilders capable of building large 
containerships have already filled much of their 
production capability through to 2028 with orders 
for large gas carriers. 

Nevertheless, smaller South Korean yards have had 
some success in picking up boxship orders.

Belgium’s CLdN recently announced orders for 10 
1,100 teu ships at HD Hyundai Mipo Dockyard, 
while Navios Maritime Partners has confirmed 
that it has added two more 7,900 teu vessels 
to an existing order for four such vessels at HJ 
Shipbuilding & Construction.

MEPC82: IMO carbon price debate to focus on 
levy and revenue distribution issues
AFTER a week of intensive preparatory discussions, 
divisions remain inside the International Maritime 
Organization as member states prepare to discuss 
critical elements of its upcoming economic measure. 

Next week’s pivotal Marine Environment Protection 
Committee meeting will need to answer as yet 
unresolved questions over whether to adopt a flat 
rate levy or an alternative measure, as well as 
nailing down whether revenue distribution will be in 
or out of sector.

The type and price of the economic measure will be of 
critical importance for the shipping industry, as these 
will determine the level of the revenue to be created.

Economic measure proposals at the IMO’s table vary 
significantly in terms of the revenues they 
would create.

A $150-$300 per tonne of CO2 equivalent levy 
would create revenues up to $127bn per annum in 
2027-2030; while a $30-$120 levy would create up 
to $32bn in the same period, according to DNV’s 
Comprehensive Impact Assessment report.

An integrated fuel standard and flexibility 
mechanism — a proposal backed by China and 
Brazil — would only create $0.5-$0.9bn per year in 
2027-2030, according to DNV.

EU, Pacific and Caribbean states, along with industry 
groups, support levy proposals that could create 
higher revenue streams to both close the green 
premium and support an equitable transition, with 
money allocated to most climate vulnerable states.

China’s proposal also promises support for climate-
vulnerable states, although the level of revenues 
to be created would be unlikely to provide any 

meaningful support to the small island developing 
states and least-developed countries.

The IMO would not succeed in achieving its 2023 
GHG strategy’s goals without a levy and a rewarding 
system for overachieving vessels, according to 
a submission by the International Chamber of 
Shipping and top flag states the Bahamas and 
Liberia.

ICS, the Bahamas and Liberia tabled a proposal, 
arguing that a $18.75 per tonne levy would create 
$2.5bn per annum as a by-product to be allocated to 
support developing countries.

ISWG shows growing support for levy

The Intersessional GHG Working Group pointed 
to rising support for a levy inside the IMO, with 
new countries like Ghana and Malawi announcing 
support for a universal GHG contribution from all 
ships.

At least 50 countries — including the EU27, Japan 
and the Marshall Islands — had supported a levy 
ahead of the intersessional meeting, according to 
submissions to the IMO.

“Positively, the concept of a universal GHG 
contribution by ships per tonne of CO2 equivalent 
emitted remains firmly on the table, with strong 
support from a clear majority of IMO member 
states,” the ICS said in a press release.

Up to 20 countries are against a levy, with most of 
these arguing revenue distribution to focus on the 
shipping sector.

“Notwithstanding this strong support for a 
universal GHG contribution or something similar, 
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ICS acknowledges the legitimate questions about 
this form of maritime GHG emissions pricing 

mechanism among some governments such as China 
and Brazil,” ICS said.

Noises from Beijing music to dry bulk ears, 
but analysts urge caution
ANNOUNCEMENTS of monetary easing and fiscal 
spending from Beijing are a “welcome” development 
for the shipping industry, shipping analysts said.

But there is uncertainty surrounding the 
sustainability and size of any effect the measures 
announced may have on shipping.

Thursday’s politburo meeting, which vowed to 
achieve the annual economic growth target, followed 
the Central Bank’s announcement of a significant 
stimulus package on Tuesday.

The politburo usually addresses the economy in 
meetings scheduled for April, July and December. 
This out-of-schedule agenda highlights China’s 
current economic challenges and raises expectations 
for additional stimulus measures.

“We believe the persistent growth weakness has hit 
policy makers’ pain threshold, and the policy 
put has been triggered,” a Goldman Sachs 
spokesperson said.

In addition to the monetary easing policies outlined 
in Tuesday’s stimulus package, the Thursday 
meeting chaired by president Xi Jinping called for 
measures to halt China’s real estate market slump 
and support struggling private enterprises.

But analysts are cautious, with rate cuts along 
unlikely to boost long-term demand.

“Monetary easing cannot directly impact shipping 
but must instead flow through the real economy,” 
stated.

Senior analyst at London-based shipbrokers BRS, 
Tamara Apostolou, described the stimulus package 
as “a welcome development” but noted that it may 
come “with a time lag”.

She explained that monetary easing would not 
directly impact shipping, but rather increase 
economic growth as a whole, which would in time 
benefit the industry.

Starting with monetary easing is a wise move that 
can help stabilise the yuan with minor appreciation, 

Apostolou said, enhancing the competitiveness of 
commodity imports into China,

However, a robust dry bulk demand relies on the 
revival of consumer sentiment and the resurgence of 
credit and real estate demand.

Current measures are still focused on clearing the 
existing housing inventory overhang, a necessary 
step before new housing construction can regain 
momentum, which will in turn boost imports of 
commodities such as iron ore.

Head of China Economics at economic think tank 
Capital Economics, Julian Evans-Pritchard, said the 
lack of concrete details in the meeting release makes 
it difficult to gauge the scale of any additional fiscal 
support at this stage.

He noted that the change in language — shifting 
from a previous emphasis on “greater consumption” 
to the need for “intensified countercyclical 
adjustment” — does suggest an upcoming increase 
in infrastructure investments to stimulate demand.

Despite slower than expected economic growth, 
China’s dry bulk imports have thrived this year, 
backed by healthy iron ore imports which are up 
5.2% year on year from January to August.

On the back of the noises from Beijing, iron ore 
futures soared on the Dalian Commodity Exchange 
to trade at CN¥699.5 ($99.7) at close on Tuesday, 
September 24 from CN¥658.50 on September 
23, and have continued to rise ever since, which 
suggests the market is anticipating infrastructure 
projects, as Evans-Pritchard predicted.

Capesize rates have already strengthened since 
the start of August, with the Baltic Exchange’s C3 
Tubarao to Qingdao rate increasing nearly 20% 
to $28 per million tonnes on September 27 from 
$23.69 on August 1.

While the initial signals are positive, Signal research 
analyst Maria Bertzeletou remained cautious.

“The recent improvement we have observed in 
freight market rates on the C3 route has fuelled 
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optimism for a firmer fourth quarter of the year, 
signalling the potential for higher freight rates,” she 
said.

“However, it is crucial to monitor the duration and 
effectiveness of these stimulus measures.”

MARKETS

Red Sea crisis remains chief driver of 
containership demand growth says BIMCO
THE Red Sea crisis remains the main driver 
of container shipping demand growth, with 
vessel capacity demand expected to increase 
three times faster than cargo volumes in 2024, 
according to BIMCO’s latest forecast.

Containership demand is expected to have 
increased by 15.5% in 2024, while container 
volume growth is forecast at between 4% and 5%.

BIMCO warns that should vessels return to the 
Suez Canal route, then demand for containership 
capacity will fall 5.5% in 2025, due to the 
reduced 
tonne-miles.  

It forecasts slower cargo volume growth in 2025, 
compared to 2024, of between 3% and 4% in 
2025.

Should vessels continue to avoid the Suez 
Canal, then BIMCO said containership demand 
is forecast to grow by 3.4%-4.5% versus 2024 
levels. 

“At present, we cannot judge which scenario is 
the more likely, but as the Israel/Gaza conflict 
has expanded to include Hezbollah in Lebanon, 
it does appear increasingly likely that rerouting 
may partly impact 2025,” BIMCO said.

Spot freight rates from Shanghai peaked in early 
July, but have since fallen more than 30% due to 
lower cargo volumes and an increase in capacity 
on some trade lanes.

BIMCO noted that in the 2010s, before Covid, the 
spot freight rate fell no more than 10% during the 
same period.

“An increase in the capacity deployed may partly 
explain the adverse development in some trade 
lanes, but we expect that this is mainly being 
caused by weaker volumes,” it said. 

Average export freight rates from China peaked 
slightly later in July and fell only 15% since.

Time charter rates have barely reacted to the 
reduction in freight rates, since charter tonnage 
availability remains low. Most chartered 
boxships have either continued to be renewed or 
have had to find new time charter contracts at 
strong rate levels.

BIMCO said it expects rate falls and weaker time 
charter rates, particularly if ships returned to 
normal routes, in 2025.

“The stable time charter rates have supported 
equally stable prices for secondhand ships and 
their development should remain aligned when 
the forecasted weaker supply/demand balance 
begins to impact time charter rates negatively,” 
BIMCO said.

Ship supply was expected to grow an average 
10.3% in 2024 and 6.3% in 2025. The global 
orderbook had increased 5% in the past three 
months, leading to further price rises for 
newbuilds.

“By the end of 2024, the f leet is expected to 
have grown to 30.6m teu, an increase of 9.3% 
compared to the end of 2023,” BIMCO said.

It forecast another 4.8% growth by the end of 
2025, taking the f leet to 32m teu.

Deliveries were expected to hit a new record high 
this year but start to slow as early as next year.
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Indian coal imports top 90m tonnes between 
April-July
COAL imports into India surpassed 90m tonnes 
between April and July 2024, with imports in July 
alone coming in at 21.81m tonnes in 2024 compared 
with 18.82m tonnes in 2023.

Thermal coal imports increased 2% during the 
period, with coal-based power generation up 10.18%, 
Indian government data shows.

Yet coking coal imports decreased during the same 
period, down 2.6% on the previous year.

This reflects India’s ambition to become more 
self-sufficient in terms of coal and less reliant on 
imports. The country sits on one of the world’s 
biggest coal reserves, but it also one of the world’s 

biggest consumers.

Coal production in the country increased nearly 
10% between April and July 2024, reaching 321.4m 
tonnes compared with 293.3m tonnes in 2023.

“While the dynamics of coal imports present certain 
challenges, the Indian government’s strategic focus 
on increasing coal production and curbing coal 
import reflects a positive outlook for the country’s 
energy future,” the country’s Ministry of Coal said.

“The commitment to achieving self-sufficiency in 
coal production is vital for maintaining economic 
growth and ensuring energy security in the 
coming years.”

IN OTHER NEWS

Industry issues updated Red Sea 
transit guidelines
INDUSTRY bodies that form the 
Joint Industry Security Group 
released an “updated interim 
industry transit advice” for Red 
Sea transits on Thursday, as the 
one-year mark to the beginning 
of the Houthi’s terrorism 
campaign against commercial 
shipping nears.

The guidance has arrived amid 
a lull in Houthi attacks. The 
Iran-backed militants have not 
attacked any ships in more than 
two weeks, but several of these 
lulls that have taken place in the 
past and ended with the Houthis 
resuming their attacks with 
renewed intensity. The militants 
did launch a surface-to-surface 
missile in the early hours of 
Friday towards central Israel, but 
the projectile was intercepted. 
Additionally, a vessel reported 
a suspicious approach by an 
unmanned surface vessel last 
week near the Bab el Mandeb.

Much of the advice provided 

by JSIG — which covered 
several topics including route 
considerations, ship hardening 
and the use of armed guards — 
may not be news to an industry 
that has been closely following 
the deteriorating security 
situation in the Red Sea. However, 
it provided context on some of 
the issues widely discussed since 
the attacks began in November of 
last year.

First tanker arrives in Houthi-
controlled Hodeidah port since July 
air strikes
A TANKER carrying refined 
products arrived at the port of 
Hodeidah in Yemen on Thursday, 
the first product carrier set 
to discharge at the Houthi-
controlled port since Israeli air 
strikes on July 20 damaged much 
of its fuel infrastructure.

The Panama-flagged, United 
Arab Emirates-operated, 
14,895 dwt tanker Ophelia I 
(IMO: 9204049) left Fujairah 
Oil Tanker Terminal in the UAE 
on September 11, according 

to data from commodities and 
analytics provided Vortexa. The 
cargo is modelled with medium 
confidence to be 47,400 barrels 
of gasoil.

Ophelia arrived at the Hodeidah 
anchorage on Tuesday and 
proceeded to moor at the port’s 
single-point mooring buoy in 
the late afternoon local time on 
Thursday.

Spliethoff returns to China for its 
largest newbuildings to date
SPLIETHOFF has confirmed 
that it has ordered a new series 
of sophisticated multi-purpose 
cargo vessels from China’s 
Wuhu Shipyard. They are the 
largest ships ever ordered 
by the Netherlands-based 
shipowner.

Eight firm MPVs, with a capacity 
of 28,600 dwt, to be known as 
the ‘L-type’ series, have been 
contracted. The lead ship is 
booked to be delivered during the 
first quarter of 2028. 
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Spliethoff has arranged options 
for a further two ships as part of 
the shipbuilding contract.

Container terminal stars in 
Thessaloniki port’s strong first-half 
performance
THESSALONIKI port has posted 
strong first-half results, founded 
on a profitable six months for its 
container terminal.

The port authority (ThPA) saw 
its net profit increase 62.3% 
to €13.6m ($15.2m) as all key 
business divisions generated 
double-digit increases in 
revenues.

Consolidated revenue increased 
17.3% to €48.4m, according to the 
northern Greek port’s operator.

Navios Partners extends boxship 
orderbook to nine
NAVIOS Maritime Partners has 
added two more containerships to 
its extensive newbuilding orderbook 
by exercising a pair of 7,900 teu 
vessel options with HJ Shipbuilding 
& Construction Company.

The New York-listed owner placed 
an initial order for up to four 
boxships at the South Korean 
shipyard in June this year.

The first two ships, due for 
delivery in the second half of 
2026, have been chartered for 
four years to Ocean Network 
Express at a rate of $43,000 daily 
per vessel.

USMX files unfair labour practice 
charge against ILA
THE US Maritime Alliance, 
representing container carriers, 
direct employers, and port 
associations serving the east and 
Gulf coasts of the US, has filed 
an unfair labour practice charge 
with the National Labor Reserve 
Board against the International 
Longshoremen’s Association to 
avoid a major US port strike in 
just a few days’ time.

If the NLRB finds in favour of the 
alliance, which represents all 
major terminal operators in the 
US, it could force the trade union 
back to the negotiating table.

“USMX has been clear that 
we value the work of the ILA 
and have great respect for its 
members,” the alliance said in a 
statement.
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