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It's time for shipping to be
more proactive, says IMO

secretary-general
peSL

REGULATION alone will not be sufficient to decarbonise the maritime
sector; it requires more proactive engagement from industry
stakeholders across the supply chain, says Arsenio Dominguez, the
secretary-general of the International Maritime Organization.

For several months now, industry executives have been publicly calling
on the IMO to ensure the expected regulatory framework set to be
agreed next year will be sufficiently robust to close the price gap
between green and fossil fuels.

Now, in a subtle shift of narrative, the IMO secretary-general is turning
the table on the industry arguing that it’s time for everyone to play
their part and take action. The IMO “will deliver, I am confident of
that,” Dominguez told Lloyd’s List.

“But it’s time that the industry also recognises that the more you ask the
IMO for guidance, the more we are going to provide it and that comes
with requirements for the industry to act, to take the first steps,” he said.

“If you want more regulations, we can provide more regulations. When
you ask us for flexibility, we can see how the flexibility can be
introduced without having a detrimental effect on our regulatory
process. But at the same time, I will continue to call on every single
actor out there to actually take action and be more proactive. It’s now
their turn to take actions in how they define their own goals

in decarbonising”.
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Following many months of detailed focus on the
IMO’s ability to deliver the technical and economic
measures next year required to meet the UN
agency’s 2050 decarbonisation goals, the SG’s
comments represent a small but significant shift in
focus towards a more proactive process of industry
engagement in defining regulation.

The internal IMO debate continues to focus

on areas of convergence on defining the legal
framework for the IMO Net Zero Framework.

A period of technical and political negotiations
lies ahead between now and the next Marine
Environment Protection Committee meeting, to
resolve areas of divergence, and further refine
the draft text before approval at MEPC83 in April
2025 and adoption in autumn 2025.

Externally, however Dominguez has been on a world
tour of key industry events since the most recent
MEPC closed on October 4, and the focus has now
switched to industry engagement and what follows
next year’s pivotal agreements.

Across dozens of speeches Dominguez has repeated
the same key talking points, namely that the IMO is
actively looking for private sector engagement from
those sectors prepared to be bold.

Partly, that has been a case of issuing a pointed
reminder to industry that existing regulations must

be adhered to.

But he has also been seeking out industry input,
both good and bad, on the process of regulation in
anticipation of what happens next within the IMO.

“Ask not what the IMO can do for you, but what you
can do for the IMO,” quipped one executive on stage
at the recent Global Maritime Forum in Tokyo, as
Dominguez set about fielding another session of
questions from the gathered industry executives. The
misquoted John F Kennedy call to action raised a
laugh, but it also summed up the approach on show.

“One of my objectives is to continue to highlight the
importance of the organisation and the successes
that we have achieved, but at the same time it

is essential to listen to the comments and the
constructive criticism because they will only allow
us to be better,” he said.

In speeches that issue key phrase reminders of
“collaboration”, “engagement” and action, the SG
has been pursuing an agenda of closer industry

partnerships.
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“It’s about looking forward in a more proactive way,
to introduce the changes that this industry requires
to modernise, to truly be sustainable, to decarbonise
and to actually attract the younger generations and
the professionals of the futures that are looking at us
and what we do, and getting them to be part of it”.

Dark fleet

Away from the headline topic of decarbonisation,
Dominguez remains confident that the IMO retains
the capacity to tackle the heavy work agenda on
other key topics, particularly the dark fleet* and
safety.

Responding to questions about how the IMO can
tackle the safety risks associated with the so-called
dark fleet of ships engaged in sanctioned trades,
Dominguez continues to tread a difficult political
line as the head of a UN agency that counts Russia
and Iran as member states.

Rather than addressing sanctions, Dominguez says
he is focused on addressing the continuing threat
posed by substandard shipping.

“That’s nothing new at IMO. It is something we've
been working on for decades,” he said, pointing
out that new work on fraudulent registries and
substandard shipping was due to be debated in the
next legal committee.

“I will fully recognise the role and the jurisdictions
when it comes to the ship registrations around the
world, but the fact is that that doesn’t stop the IMO
looking at this as a regulatory process and considering
the actions that need to be taken to assist those
countries that probably need it the most to run what
we call a quality ship registry that complies with the
international regulation,” he explained.

On the topic of safety, which continues to be the
central purpose of the IMO, Dominguez agrees that
the green agenda has taken centre stage over recent
years but argues that safety must remain the focal
point of all work inside the organisation.

“The green agenda has put the organization on the
map, and what I'm doing is taking that opportunity
to highlight how safety and the human element lies
at the heart of everything we do”.

“It is essential that we take every opportunity to
invest in the people, to treat them better on board
the ships, because that will be the only way that we
will have a sustainable shipping community”.
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WHAT TO WATCH

Maritime London sees trends favouring UK
capital, despite shipowner migration

LONDON should be confident about its future status
as an international maritime centre, despite a recent
thinning of the ranks of shipowning families calling
the UK capital home, according to a prominent
advocate of the sector.

Only last month, a prominent Greek shipowner
warned that government action would be needed if
the UK was to avert a decline in its role in

the industry.

“There is an imminent danger, unless positive action
is taken... that London may lose its traditional
leadership role,” said Nikolas Tsakos, a former
chairman of Intertanko.

“With Brexit and visa issues, many companies have
moved to Paris, Geneva, sunny Greece, or exotic
Singapore or Dubai,” he said at an event launching
next year’s London International Shipping Week.

He indicated that the expatriate Greek shipping
community — long considered the backbone of the
international shipping contingent settled in London
— had dwindled from 280 Greek companies in the
1970s to “no more than 50” today.

Anecdotally, the exodus at a personal level may
have become even more severe, following a cap that
was put on favourable non-domicile tax treatment
in 2017, and again this year when it was decided to
phase out the non-dom regime for good.

“It is true that a lot of Greek and other principals
have left London. It’s no big secret,” said Jos
Standerwick, chief executive of Maritime London,
the industry-led body representing the service
cluster.

However, he also said much of the withdrawal had
already been baked in from the previous changes
to non-dom legislation. Meanwhile, there were a lot
of positive signs for London in how the industry’s
landscaping is evolving.

Maritime London, in conjunction with other
bodies, had “made it very clear” that changes to
the non-dom laws were likely to be detrimental to
the UK’s standing in terms of shipowners basing
themselves there, Standerwick told Lloyd’s List.
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But the industry also had to accept that governments
had to take a wider view of the economy and
political policy.

Both the previous Conservative administrations

and the current Labour government were “aligned
around the non-dom issue, so it’s hard to see how we
could have influenced that”.

“There is still a significant Greek presence in terms
of commercial activities, particularly for chartering
and insurance arrangements. That should be
considered, although obviously we want as many
[shipowner] principals in the UK as possible.

“At the same time, it should not be about looking
backwards and trying to recreate the shipping
business we had in the 1970s or 1980s.

“This is not being complacent, but we want to create
the business environment to work with shipping in
the 2030s and 2040s.”

Global hub

When it comes to the future, Standerwick sees “a lot
to play for” in terms of global maritime business, as
well as strong reasons to believe in London’s future
as a global hub.

“There is no doubt western Europe as a whole — but
particularly London — does face challenges as trade
move eastwards.

“The market has been resilient so far and I am
optimistic because I think that changes in the way
the global economy operates will play into the hands
of mature maritime jurisdictions,” he said.

“Market disruption and market evolution also
represent a lot of opportunities,” Standerwick added.

“If you look at global shipping and the increasing
importance of compliance and transparency, and
the importance of stability, a lot of these changing
dynamics play to the strengths of London.”

According to Standerwick, the maritime services

cluster in London has so far proved “extremely
resilient” to change.
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Some service sectors — most prominently maritime
legal practices — have followed the spread of
shipping to other hubs and opened satellite offices
there, but he sees that as a good thing.

“The point is that they remain anchored in the UK,”
he said.

“The obvious advantages of English law and
jurisdiction underpin so much of our professional
services and the market share we continue to hold in
the insurance sector.

“But new developments such as decarbonisation also
provide opportunities for us to position ourselves as
a leading centre.”

The increasing complexity of contracting, in
response to decarbonisation and other global trends,
lends itself to the expertise offered by the London
market as new challenges increase the need for
experienced professional advice, he said.

“We would like to have more Greek principals in
the UK and we should be trying to make the UK as

commercially attractive as possible,” Standerwick
said.

More than the non-dom issue, he thinks that
changes to the statutory residence regime in the UK,
long advocated by Maritime London and others,
would be of great help.

“The visa regime in the UK is complex and this

is a barrier. A flat allowance of 180 days annually
[instead of the current base allowance of 9o days,
with various contingencies] would be far more
attractive in terms of ease of doing business,”

he said.

He also advocates “tweaks to make UK tonnage tax
more applicable” for global shipping.

“If we can do those sorts of things, we are
positioning ourselves well for the future,” he said.

“But we should keep an eye on what the future of the
industry will look like. There is often too much focus
on what has gone before, rather than what the future
will be.”

ANALYSIS

Bulk commodity shipping faces lacklustre
demand growth, end to disruption upside

SPOT rates for bulk commodity ships remain
under pressure across the board. Incremental
tonne-mile upside from the Russia/Ukraine

war and Red Sea crisis is already baked into the
numbers, so it’s back to old-fashioned supply
and demand — and demand is lagging, with bulk
commodity prices headed downward.

The price of Brent crude fell 6% to less than $72
per barrel due to Israel’s strike against military —
not energy — targets over the weekend. “Leaving
oil infrastructure alone does nothing to impact oil
markets... and removed a potential tanker catalyst,
said Stifel analyst Ben Nolan.

»

According to Jefferies analyst Omar Nokta: “A
relatively contained Israeli military response
against Iran over the weekend appears to be
steadying concerns of a widening Middle East
conflict, which is pressuring oil prices and
weighing on tanker sentiment.”

Lloyd’s List | Daily Briefing Wednesday October 30, 2024

Crude and product tanker rates are still profitable,
but theyre below expectations. There are also rising
concerns on petroleum demand growth in 2025, as
well concerns over newbuilding deliveries on the
product-tanker front.

“From a spot-rates perspective, the seasonal soft
patch caused downwards 3Q estimate revisions and
a slower ramp-up to higher rates creates risk to 4Q
figures,” said Nokta.

According to Nolan: “Refinery crack spreads have
been low since September, making it harder to find
product-tanker arbitrage opportunities. There could
certainly still be a seasonal improvement in product
tankers, but it is getting to be crunch time and
things would need to change soon.”

Clarksons analyst Frode Morkedal reduced his 2025

tanker spot-rate estimates on Monday by roughly
12%.
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Evercore ISI analyst Jonathan Chappell reduced his
2025 tanker spot-rate estimates by an average of
18% on Monday, ranging from a 10% cut for suezmax
rates to a 24% reduction for medium range product
tankers.

Tanker shares have fallen double digits in October
and are now significantly underperforming the
broader stock market. Nokta noted that the price-
to-net asset value ratio of tanker stocks has fallen to
76% compared to 85% in September and 89% in the
first nine months of 2024.

Tanker stocks are only one part of the story. Their
October plunge mirrors falls in pricing for dry bulk
and gas shipping stocks.

Analysts still see tanker stock upside

Chappell argued that investors are bailing out of
tanker stocks too early. Nokta kept his tanker “buy”
ratings and said stock weakness is a purchasing
opportunity. Merkedal likewise cited “potential
upside for tanker stocks” on Monday.

According to Chappell: “Being greedy for that one
last spike has been a recipe for disaster in the past.
So, we fully understand the desire to take profits and
move on.” However, he maintained that the current
upcycle is not over yet.

“Tanker stocks tend to move in direct correlation
to spot rates... and spot rates have begun to inflect
higher, as they tend to do when the calendar turns
to the northern hemisphere winter. Why sell at the
bottom of rates or stock prices? Once the very well-
advertised 3Q earnings season softness is cleared,
the focus will return to spot-rate momentum, a
still-limited supply side outlook and attractive free
cashflow yields.

“We recognise this view takes a strong stomach and
isn’t for everyone. It’s much easier to follow the herd
out the door. But we believe that if tanker investors
hold on into year-end, they’ll be rewarded,”

said Chappell.

Rate pressures are across the board

The broader concern is that demand growth in
general — and Chinese demand growth in particular
— is slowing to the point where rates are being
pressured, not just for tankers but for all bulk
commodity shipping segments.
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According to data from Clarksons Securities, current
spot rates for product tankers, crude tankers, dry
bulk carriers, very large gas carriers and liquefied
natural gas carriers are all simultaneously at or
below their five-year average.

In the case of panamax bulkers, MR product
tankers, VLGCs and LNG carriers, current rates are
well below that five-year average.

Rates for capesize bulkers are not far below their
five-year average but have plummeted 52% month
on month (m/m) to $14,800 per day, according to
Clarksons. Panamax rates are down 22% m/m to
$10,800 per day.

In the product tanker segment, non-eco long range 2
tankers are down 22% m/m to $22,600 per day and
LR1s are down 23% m/m to $23,100 per day, with
MRs at $16,900 per day.

In gas shipping, VLGC rates are up week on week
and m/m, but at $36,800 per day, they are still
nowhere close to where they should be at this time of
year. The five-year average is around $60,000

per day.

LNG shipping is by far the worst performer, with
spot rates for tri-fuel diesel engine carriers at just
$20,300 per day and rates for two-stroke carriers
at $35,000 per day, down 56% and 42% m/m,
respectively. The five-year average for these vessels
at this time of year is vastly higher, at around
$200,000 per day.

LNG shipping is suffering from too many
newbuildings delivered prior to the start-up of
related liquefaction projects, as well as an absence of
the typical pre-winter floating storage business.

According to Merkedal: “LNG carrier rates continue
to defy normal seasonality. Despite relatively healthy
levels of activity, the markets west of Suez remain

at record lows and brokers expect further pressure
on rates due to the continued oversupply of vessels
and limited arbitrage opportunities. The market in
the east also remains under pressure, with minimal
activities last week and recent fixtures in the west
affecting sentiment.

“In the multi-month market, brokers highlight that
interest for fixed-rate contracts is shrinking, with

charterers preferring index-linked structures,”
added Mgrkedal.
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Demand outlook uninspiring, upside
catalysts limited

Lacklustre demand for bulk commodity shipping is
coinciding with weaker pricing for the commodities
that fill the cargo holds.

Brent crude is down 7% year to date. Benchmark
prices are down 40% year to date for iron ore and

13% for steel rebar, according to Trading Economics.

Benchmark prices are down 24% year to date for
soyabeans, 5% for corn and 4% for wheat, according
to data from Macrotrends.

The economic outlook is not bad — there are no
significant fears of a looming global recession — but
the outlook is not strong either, which limits upside
catalysts for bulk commodity shipping.

The International Monetary Fund (IMF) said in

its new outlook, released on October 22, that the
situation was “stable but underwhelming”, with
the risks weighted to the downside due to “elevated
policy uncertainty”.

The IMF now projects that global economic
growth will hold steady at 3.2% in both 2025 and
2026, versus 3.3% this year. The concern for bulk
commodity shipping, which is disproportionately
reliant on China, is that the IMF expects Chinese
growth to be 4.8% next year and 4.5% in 2026,
compared to 5.2% this year.

Given that no growth surge is expected, shipping
rate upside is more dependent on new “wildcard”
catalysts.

Containerised freight has two such possibilities

in the near term: a potential US presidential win
by tariff lover Donald Trump, which would spur a
massive pull-forward in US imports; and a possible
resumption of the dockworker strike at US east

and Gulf coast ports starting on January 15, which
would tie up containerships and box equipment.

Possible catalysts for bulk commodity shipping are
more speculative and less immediate. Some of them
sound like people grasping for straws.

One possibility — which is now less likely, given
Israeli’s military-focused strikes in Iran —is a
regionwide war in the Middle East that causes a
short-term surge in energy shipping rates.

According to another theory, a Trump victory could
eventually lead to more restrictions on Iranian crude
exports and more business for mainstream very
large crude carriers loading Saudi Arabian oil.

Yet another upside theory is that Saudi Arabia
might tire of giving up market share and start
exporting a lot more oil as Atlantic Basin supplies
simultaneously grow, leading to contango and
floating storage.

For dry bulk, one upside scenario is that China
reverts to the kind of construction-centric stimulus
it has favoured in the past, although this is now
considered much more unlikely, given China’s
severe debt woes and the non-construction-focused
strategy of its most recent stimulus.

Another dry bulk upside possibility — albeit very
hypothetical — was cited by Star Bulk president
Hamish Norton at this month’s Capital Link New
York Maritime Forum. He speculated that in the
case of a political dispute between China and
Australia, China could replace Australian dry bulk
cargoes with more tonne-mile-intensive Brazilian
and Guinean volumes.

“That’s a tough bet,” countered SwissMarine founder
Peter Weernink, who sounded extremely sceptical.

Container rates rebound a temporary reprieve
as gloomy outlook remains

THE outlook for container freight rates remains
gloomy, despite recent signs of stabilisation.

Industry experts believe supply and demand
remain unbalanced, with the potential for further
deterioration, even as carriers post strong earnings
and push for rate increases.
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The Shanghai Container Freight Index rebounded
6%, led by a 14.2% jump in rates to North Europe,
ahead of planned November 1 general rate increases.

“But cracks have already appeared with further
discounting expected in the coming week as carriers
are still unwilling to curb capacity deployment to
support the GRI,” said Linerlytica in its new report.
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A Shanghai-based freight forwarder specialising in
China-Europe trade echoed this view.

He said that rates will be driven primarily by
carriers’ consensus on capacity cuts, such as blank
sailings, to shore up the market, as demand has not
increased. However, the outlook for reaching such
an agreement appears divided.

Carriers led by CMA CGM appear intent on pushing
rates higher. The French giant announced in its
latest October 28 customer advisory that it will
continue increasing fak rates on Asia-North Europe
services starting November 15.

Cost for shipping a 20 ft box rise from $2,200
effective on November 1 to $2,900, while that for a
40 ft box jump from $4,400 to $5,400.

“But then Maersk released a below-expectation
discount sailing,” said the freight forwarder.

Online booking data shows the Danish carrier
dropped rates on its second opening of Shanghai-
Felixstowe service for week 46 (November 11-17),
from around $2,600 per teu and $4,500 per feu
earlier to around $2,000 and $3,500. Its new
opening for week 47 was offered at $2,330 and
$4,020.

“Rate discounting has already started with Maersk
and HMM slashing their rate offers while the other
carriers are still holding out,” said Linerlytica.

According to its data, average weekly capacity on the
Far East-North Europe route is expected to increase
9% in November over October.

“More importantly, it is 10% higher versus last
year, which will be difficult for carriers to fill,” the
research firm added.

Signs of renewed jostling among carriers over prices
and market share also dampened momentum in the
rebound of futures markets.

Shanghai’s container freight futures have seen its
main December 2024 Shanghai-Europe contract
(EC2412) decline to 2,999 points on Tuesday, down
over 6% from October 28 after dipping slightly the
prior day. It had risen nearly 60% over the past
four weeks.

Other contracts, including EC2410 and longer-dated
ones showed similar trends.
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Transpacific trade prospects no better

The situation looks even less rosy on the
Transpacific.

SCFT’s rates to US west coast and east coast edged
up just 1.2% and 2.6% respectively, last Friday, far
below the jump to Europe.

Linerlytica said total vessel capacity to USWC is
up 23% compared with last year as the threat of
a second port strike on the east coast in January
continues shifting cargo west.

“However, demand has not recovered sufficiently
after the Chinese Golden Week and there is still
little evidence of front loading ahead of potential
US import tariff hikes to support the full November
hikes,” said the firm.

It noted US imports have been very strong in
the third quarter, with average monthly volumes
matching pandemic peaks in 2021-22.

But questions hang over whether these volumes,
largely believed front-loading driven, can
be sustained.

Sea-Intelligence said in a recent report that US retail
inventories, which by August 2024 were $26bn above
what could be accounted for by the normal trend
development, are overshooting post-financial crisis
norms. And this could foreshadow slowing box demand.

The consultancy said early onset of peak season this
year was retailers bringing in goods before sales.

“If this is the main cause, it also implies a
subsequent sharp drop in imports, which fits with
spot rate developments on the transpacific since
mid-July,” it stated.

Carriers’ business condition expected to
worsen in 2025

While Maersk and Hapag-Lloyd have set the tone
for strong 2024 carrier profitability by increasing
full-year guidance on better-than-expected third-
quarter results, concerns over industry overcapacity
appear unabated.

Moody’s expects business conditions for container
lines to worsen as demand normalizes. It said in

a report this week that Red Sea disruption since
November 2023 effectively postponed expected
overcapacity in 2024.
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But with 10% fleet growth this year and 5% more
in 2025, the rating agency expects overcapacity
regardless of how the Red Sea situation unfolds.

“Further growth in the shipping fleet, although at
a slower rate than this year, will outstrip demand
growth even when adjusted for the extra shipping
distances,” it said. “This will lead to lower

freight rates.”

French tonnage tax turnover cap would
damage flag, industry sources warn

A PROPOSED turnover cap on the French tonnage
tax regime risks sparking an exodus from the
national flag if it is implemented, industry sources
have warned.

The policy — pushed by the leftwing Parti Socialiste
— was adopted last weekend as the country’s budget
proposals were debated in committee at the national
assembly.

Also carried was an amendment from MP Eva Sas
of Les Ecologistes, demanding a permanent windfall
tax on shipping companies with turnovers in excess

of €1bn ($1.1bn).

In practice, CMA CGM is the only French shipowner
that comes anywhere near that threshold.

The measures form part of a tax raid on France’s
biggest companies and wealthiest individuals, as
the centre-right government of Michel Barnier seeks
ways to bring deficit spending below 6% of GDP.

As things now stand, eligibility for French tonnage
tax will be capped at a turnover of €500m, with
taxation at standard corporate rates once that level
is reached.

The move again seems aimed exclusively at CMA
CGM, a step that will have little impact for most of
France’s other four dozen or so owners.

Indeed, backers expressly argue that the policy will
protect smaller shipping companies.

But Romain Farnoux, counsel at the Paris office
of law firm Reed Smith, pointed out that most
EU member states currently operate tonnage tax
schemes.

“Freedom of circulation within the EU implies that
Europe-based shipowners can relatively easily opt
for other EU members’ taxation schemes.

“Toughening the French tonnage tax regime without
a concerted effort at EU level might prove inefficient
or even detrimental in the long run.”
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Eligibility for French tonnage tax is conditional on
vessels being managed technically and commercially
from France, which promotes employment in France.

These conditions are deemed to be met when the
shipowner also opts for the French flag, which in
turn promotes the employment of French and EU
seafarers.

Also, shipowners who elect for tonnage tax have to
maintain a minimum of 25% of their fleet under
EU or EEA flags, which contributes to the strategic
logistic capacity of France and the wider EU,
Farnoux added.

Both the far right and hard left blocs stood in last
June and July’s general election on a platform of
abolishing tonnage tax altogether.

Edouard Louis-Dreyfus, who heads dry bulk owner
Louis Dreyfus Armateurs and is president of trade
association Armateurs de France, slammed the calls
in an interview with Lloyd’s List at the time.

“I don’t have a crystal ball, but all the French
shipowners I have talked to... say they would have
no choice but to leave,” he said.

“The message to politicians is, if they want to make a
decision on this, they have to bear in mind the
long term.

“They have to decide if they want to plan on a
resource that actually does not exist, at least at the
level at which they expect.”

The levy on CMA CGM would cost the company
hundreds of millions of euros a year. The Marseilles-
based boxship giant did not immediately respond to
a request for comment.

However, chief executive Rodolphe Saadé has told
local media that while the supplementary tax would
represent a “consequential effort” for the group, it
would nevertheless be willing to “pay out of patriotic
spirit” if the impost were to be temporary.
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But even that could jeopardise CMA CGM’s
decarbonisation programme, which requires heavy
investment in vessels fuelled by liquefied natural gas
or methanol.

Government ministers argued against the tax,

pointing out the cyclicality of the shipping industry.
However, the administration does not command a
parliamentary majority.

CMA CGM’s profit peaked at $24.9bn in 2022, but
fell back to just $1.9bn the following year.

Solicitors Regulation Authority mishandled
Axiom Ince closure, legal watchdog claims

THE Solicitors Regulation Authority made multiple
errors in the way it handled the closure of Axiom
Ince last year, an independent investigation

has charged.

The SRA is said not to have acted “adequately,
effectively and efficiently” in the matter, and not to
have taken all the steps it could and should have
taken.

The findings come after the winding up of the
successor to what was once the world’s most exalted
shipping law firm in October 2023.

Axiom Ince had been launched just a few months
previously, when Axiom DWFM purchased the old
Ince Gordon Dadds Group, which was set to enter
administration.

But accusations of misuse of tens of millions of
pounds of client funds rapidly forced the SRA to step
in. Some 1,400 people lost their jobs and seven were
subsequently arrested by the Serious Fraud Office.

The Legal Services Board — which plays the role of
“regulator of regulators” — commissioned Northern
Irish law firm Carson McDowell to conduct an
independent review of the SRA’s performance.

As a result, the LSB will now take enforcement
action against the SRA under the Legal Services Act,
arguing that it needs to shake up its procedures to
prevent any possible recurrences.

Alan Kershaw, chair of the LSB, said: “The Axiom Ince
case has caused significant consumer detriment.

“Our decision to commission a thorough
independent review reflected the importance of
understanding the SRA’s actions leading up to its
intervention in the firm.”

The SRA countered that case involved suspected
complicated and well-hidden fraud by a solicitor,
and that internal processes have already been
tightened up.
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“The suspected fraud was not spotted until we
picked it up, even though a number of other bodies,
including external accountants and auditors, were
involved with the firm.

“With hindsight, the report has highlighted things
that we could -— rather than just should — have
done. But in our view, it is unrealistic to expect
regulation to prevent all harms.”

Ince & Co was founded in 1870, at a time when
British shipping dominated global trade and Lloyd’s
of London dominated marine insurance.

It built a reputation as the number one firm for hull
insurance matters, forming a power trio alongside
Holman Fenwick Willan for P&I cases and Clyde &
Co for cargo insurance.

But while its peers have reinvented themselves
as wider corporate law firms while retaining a
specialist shipping focus, Ince somehow never
managed to find its way, going bust twice before
being picked up by an erstwhile legal minnow.

Shipping law insiders argue that there was a
continuing lack of leadership, with remuneration
heavily weighted towards senior partners
irrespective of their real value.

Its alumni are now widespread across the maritime
law niche, with entire teams decamping to the likes
of Clyde, HFW and Wikborg Rein.

Remaining Axiom Ince directors deny knowledge of
any misconduct or fraud at the firm.

Firms in other countries using the Ince & Co brand

name are independent entities and not impacted by
the SRA’s closure order.
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Bugbee explains why Scorpio bought 4.9%
stake in VLCC owner DHT

INVESTORS in product tanker owners, such as
Scorpio Tankers, typically buy the shares because
they believe in the fundamentals of refined products
transport business. They expect to be rewarded via
share price appreciation and dividends. If investors
want to bet on a different shipping segment, such

as very large crude carriers, they buy shares in a
different public company, such as DHT.

Investors in Scorpio Tankers now have exposure to
the VLCC segment whether they want it or not.

Scorpio revealed on Tuesday that it paid $89.1m for
a 4.9% stake DHT, money it could have otherwise
given to shareholders via dividends (which allow
shareholders to make their own investment
decisions with the cash). Shares of Scorpio were
down 4% early Tuesday, more than other tanker
stocks. Trading volume was heavy.

During the conference call, Scorpio Tankers
president Robert Bugbee said the DHT stock
purchase was an “exceptional opportunity” that
would allow Scorpio to profit from the attractive
supply fundamentals in the VLCC sector.

“We think this could be a very good long-term
position,” he said.

The VLCC sector has underperformed other tanker
segments in recent quarter, but Bugbee believes this
is about to change. “This winter is lining up to be a
very strong winter for the crude side.”

Scorpio bought just 4.9% of DHT to underscore that
this is a “passive” position. If it had bought more,
topping the 5% threshold that required a securities
filing, “that would have been too aggressive of a
move”, said Bugbee. “It could lead to the thought
that we weren’t a passive investor and that there was
going to be an Act Two or an Act Three.”

Bugbee said Scorpio would not increase its DHT
stake further, nor will it buy VLCCs. “What we did
[with DHT] is we managed to buy two, three, four,
five VLCC equivalents at 20% below the sale price.
We’re happy with what we got.”

He also noted out that Scorpio was in the financial
position to afford the DHT investment. “We
have a lot of liquidity, $463m in liquidity, so this
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investment in DHT is in no way restricting our
ability to buy our own stock.”

This is not Scorpio’s first side gig in non-core
segments — and those earlier forays have been
profitable.

In the early 2010s, it owned 11 very large gas carrier
newbuilding contracts that were sold to Dorian
LPG in return for 15% of Dorian’s shares. Dorian’s
management was under the impression that Scorpio
would distribute the Dorian shares to Scorpio
shareholders, but Scorpio instead sold the shares to
BW LPG, Dorian’s competitor, in 2014.

Scorpio also had a previous VLCC investment,
owning seven VLCC newbuilding contracts. It sold the
newbuilding contracts in 2014 for a gain of $gom.

3Q24 results top expectations

Scorpio reported net income of $158.7m for 3Q24
versus $100.3m in the same period last year.
Adjusted net income, excluding vessel sales, was
$87.3m, down from adjusted net income of $99.2m

in 3Q23.

Adjusted earnings per share of $1.75 came in above
the consensus forecast for $1.66 per share.

The company’s long range two product tankers
earned $36,288 per day in 3Q24 (including vessels
on both spot and time charter) up 22% year on year.
In the fourth quarter, 35% of available LR2 days
have been booked at $31,600 per day.

Scorpio’s medium-range tankers earned $24,823
per day in 3Q24, down 13% year on year, with 35%
of available MR days booked at $20,800 per day in
4Q24.

Its handymaxes earned $19,605 per day in 3Q24,
down 14% year on year. It has 34% of its 4Q24
handymax days booked at $13,000 per day.

Scorpio returns capital to shareholders via both
dividends and buybacks — much more so with
buybacks than dividends. It is paying a quarterly
dividend of $0.40 per share in December, totalling
$20m, and it repurchased 3.4m shares during 3Q24
for a total of $243m.
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Scorpio has also placed a large focus on paying
down debt, spending much more on this front than

on share buybacks or dividends. It has paid down
$1.2bn in debt since 2Q23.

Wartsila riding ‘sustained positive momentum’

WARTSILA is enjoying a period of “sustained
positive momentum”, chief executive Hakan
Agnevall said in the company’s latest earnings
report.

A greater need for ship capacity due to Red Sea
rerouting (among other geopolitical challenges),
combined with healthy earnings for owners, has led
to a big increase in new ship orders placed during
the first three quarters, Wartsila said, increasing
from 1,356 in 2023 to 1,953 in 2024.

Nearly half of that capacity ordered will be capable
of running on alternative fuel, with methanol and
liquefied natural gas the two preferred options

at present.

Wairtsild’s order intake remained flat in 3Q24
compared to the same period in 2023, but Agnevall
highlighted the extraordinarily strong performance
of 3Q23, which saw several orders placed in the ferry
segment, in particular.

Its net sales grew 18% in 3Q24 on the corresponding
period of last year and its comparable operating

result grew 41% on 3Q24 and 51% for the first nine
months of the year.

Cruise in particular was performing well, Agnevall
said, which, together with efforts to decarbonise the
global fleet, was driving growth in its marine sector.

Wartsila announced a five-year Lifecycle Agreement
with Royal Caribbean, covering 37 ships, for both
scheduled and unscheduled maintenance.

The agreement is designed to optimise the
performance, availability and reliability of its
vessels, with both parties sharing any gains made
through improved efficiency or reliability.

Sentiment in the LNG sector was softer, thanks to
milder weather and high gas storage in Europe, but
newbuilding activity and service demand remained
strong, thanks to new projects linked to Qatar and
higher vessel utilisation respectively.

The Finnish company said it expects the demand
environment in its marine division to be better over
the next 12 months.

CMA CGM invests in Moroccan container

terminal

CMA CGM has signed a deal with Morocco’s state-
controlled port operator Marsa Maroc to equip and
operate for 25 years a 750 metre section of quay and
35 hectares of yard at the Nador West Med container
terminal.

The move comes as the French carrier seeks to
strengthen its position in Morocco, reflecting the
country’s geographical importance in international
trade as ocean carriers rerouting around the

Cape of Good Hope because of the Red Sea crisis
increasingly use Moroccan ports as transhipment
hubs.

During the first half of 2024, the total volume of
commercial traffic handled by Moroccan ports
reached 116.4m tonnes — an increase of 15.3%
compared with the same period of the previous year,
according to the Ministry of Equipment and Water.

According to CMA CGM, Nador West Med, located
130 miles east of Gibraltar on the Oued Kert estuary
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in the Bay of Betoya, will complement its terminals
in the strategic western Mediterranean region.

The company owns 100% of a terminal in
Casablanca and a 40% stake in Tanger Med’s
Eurogate terminal.

Through the creation of a joint venture — in which
CMA CGM and Marsa Maroc will hold 49% and
51%, respectively — the two companies will equip
and operate 50% of the Nador West Med container
terminal.

The site comprises 35 hectares of container yard and
750 metre of quay, with a maximum draught of 18 m.

For a 25-year sub-concession, CMA CGM and Marsa
Maroc will jointly invest $280m to achieve an
annual terminal output of 1.2m teu.

“Capable of handling the world’s largest
containerships, with a maximum draught of 18
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m, the terminal will eventually be equipped with
eight transhipment cranes, compared with six at
present, and 24 electric rubber-tyred gantry cranes,
compared with 15 at present,” CMA CGM said in a
statement.

In addition to handling cargo, Nador West Med will
act as a bunkering hub for CMA CGM’s fleet of dual-
fuel gas and methanol vessels.

With 1,300 employees in Morocco, the French
company operates 31 maritime services from the
country’s main ports, including Agadir, Casablanca
and Tanger Med and serves 81 ports directly from
Morocco.

SITC exercises options for two boxships at

Huanghai Shipbuilding

SITC International, a container shipping company
specialising in intra-Asia trade, has exercised
options for two 1,800 teu containerships at
Huanghai Shipbuilding.

The two newbuildings, each with a price tag of
nearly $29m, are scheduled for delivery by the end
of June and August of 2027, respectively, as stated in
a filing by the Hong Kong-listed company.

In June, SITC signed a contract with the Weihai-
based shipbuilder for the construction of four
container vessels for a total of $115.9m, along with
an option for six additional units.

By the end of June, SITC operated 108 container
vessels, of which 99 were owned, serving 78 trade
lanes and calling at 84 ports across Asia.

The intra-Asia specialist carrier ranks 14th globally,
with a combined capacity of 182,429 teu, according
to Alphaliner.

During the first half of this year, the company’s
profits grew by 12.8% to $352.8m, rebounding from
a 72.5% year-on-year profit decline in 2023 to only

$5.4m.

Following last year’s profit slump — which the
company attributed to economic and trade
downturns, inventory cycle adjustments, increased
capacity deliveries, and industry competition — it
appointed the former chief executive Yang Xianxiang
as the new chairman in March, succeeding his
retired predecessor.

Vale optimistic about Beijing's stimulus
measures despite tumbling profits

FALLING iron ore prices have eaten at Brazilian
mining major Vale’s profits, as it reported a net
income of $2.4bn in the third quarter of 2024, down
15% on the same period last year.

This is despite Vale reporting the largest iron ore
production figures since 4Q18 only two weeks ago.

The discrepancy between the two is caused by
falling iron ore prices, linked largely to uncertain
Chinese demand.

Iron ore 62% Fe price averaged $99.7 per tonne in
3Q24, that is 13% lower than the corresponding
quarter last year and 11% down on 2Q24.

Those lower prices helped contribute to earnings

before interest, tax, depreciation and amortisation of
$3.7bn in 3Q24, down 21% on last year.
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But higher freight costs also contributed to Vale’s
falling income. The company spent $20.6 per tonne
on maritime freight in 3Q24, up 9% on the same
period last year. The increased freight costs were
largely caused by higher bunker costs and exposure
to spot prices, Vale said.

Despite disappointing results, new Vale chief
executive Gustavo Pimenta said he was confident his
company would hit the top end of its 323m-330m
tonnes production estimate for the year.

Executive vice-president, iron ore solutions, Rogério
Nogueira, maintained that optimism when looking
ahead at the effect recently announced stimulus
measures may have on the Chinese economy.

Nogueira said he expected to see steel consumption
“stabilise” and declining investment in the property
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sector to be compensated by investment in the
manufacturing and infrastructure sector.

“As a result, we expect a stable iron ore supply
balance. We currently see inventory levels stable
across the whole supply chain. Despite the fact that
we see high inventory levels at ports, we see very low

collapse.

inventory levels at the steel mills,” Nogueira said.

Alongside its quarterly results, Vale also announced
that it had come to a settlement with the Brazilian

government on reparations for the Mariana dam

The failure of the Samarco Mineracao (of which Vale
owns 50% alongside Australia-based BHP Group)
dam killed 19 people and polluted more than 600
km of watercourses.

In total Vale will pay R$170bn ($29.8bn) over 20

recovery.

years to fund compensation and environmental

IN OTHER NEWS

Green ammonia faces uphill battle
SAFE bunkering, preventing
nitrous oxide (N20) emissions
and securing investment are seen
as among the main challenges

in the way of green ammonia for
shipping, a study has found.

In expert workshops and
interviews, researchers at the
University of Manchester found
an industry still split on whether
the technology can succeed.

Shipping'’s experience carrying
ammonia as fertiliser and recent
moves toward dual-fuel engines
mean the zero-carbon fuel shows
promise, the study said.

White House announces $3bn
investment in US ports

THE Biden administration will
award $3bn to 57 projects
across 27 states and territories
to fund green infrastructure in
Environmental Protection Agency
Clean Ports grants.

Funded through the Inflation
Reduction Act, the $3bn will pay
for battery-electric and hydrogen-
powered port equipment, drayage
trucks, 10 locomotives and

20 vessels, plus electric and
hydrogen charging infrastructure
to power vehicles.

Shore power was also highlighted
as a project for the funding,

alongside solar power generation.

Bulker reports multiples explosions
in Red Sea

A BULKER is said to have been
targeted three times while
transiting the Red Sea on Monday
— the first reported Houthi attack
in more than two weeks.

The UK Maritime Trade
Operations said on X that the
master of the Liberia-flagged
panamax Motaro (IMO: 9310290)
reported three explosions “in
close proximity” to the vessel
within the space of two hours, but
that the vessel and crew

were safe.

The first attack took place about
25 nautical miles south of

Al Mukha, Yemen, at 1735 hrs
local time.

Further strikes planned at Port of
Montreal

LONGSHORE workers will strike
at two of Montreal’s terminals
for an unlimited period of time
on October 31 as the dispute
over a new collective bargaining
agreement continues.

This fresh strike comes only days
after port workers walked out
across the port of Montreal for
24 hours between October 27-28,
because longshore workers
remain without a collective
bargaining agreement since the
last one ran out at the end

of 2023.

Lloyd’s List | Daily Briefing Wednesday October 30, 2024

The Canadian Union of Public
Employees said Termont,

which operates the Viau and
Maisonneuve container terminals
at the port, was “the only
company at the port of Montreal
to modify schedules in a

punitive way”.

Canada’s west coast port employers
and union to meet ahead of strike
mandate expiration

BRITISH Columbia port
employers and the foreperson’s
union were slated to meet on
Wednesday to resume contract
negotiations with the assistance
of federal mediators.

The meeting follows a decision
from the Canada Industrial
Relations Board issued last week
that found the foreperson’s union,
the International Longshore and
Warehouse Union Local 514,
acted in bad faith by tabling a
minimum manning proposal at
DP World’s Centerm terminal
more than a year into the
bargaining process.

It comes as a strike mandate
approved by union membership
in July expires on November

2, and as labour issues disrupt
operations in the country’s east
coast port of Montreal.
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Singapore acts to contain bulker oil
spill during bunkering operation
MARITIME and Port Authority

of Singapore has confirmed that
the Bahamas-flagged bulk carrier
Ines Corrado (IMO: 9602772) had
an oil overflow during bunkering
on Monday afternoon, but it has
been stopped, with precautionary
measures in place.

The spill was reported to have
occurred at around 1740 hrs on
Monday, prompting an immediate
halt to bunkering operations, MPA
said in a statement on Tuesday.

There is no impact to navigational
traffic, the statement added.

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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