Monday 20 January, 2025

Lloyd’s ListD Daily Briefing

Leading maritime commerce since 1734

LEAD STORY
USTR investigation concludes China
unfairly dominates shipbuilding and

shipping

WHAT TO WATCH

Cansi rebuts US allegations against
Chinese shipbuilding and warns of
trade disruption

OPINION
Good news from Gaza, but shipping
needs to wait and see

ANALYSIS
The Houthis are still calling the shots
in the Red Sea

LNG order spree down to compliance
today, not promise of supply tomorrow

Tirkiye lists ‘respectable P&l clubs’ for
Turkish Straits transits

MARKETS
Tanker stocks sink as sanctions-
fuelled rally loses steam

Iranian gas cargo discharged in
Bangladesh after China U-turn

Mixed signals from Chinese economy
behind Rio Tinto shipment dip

IN OTHER NEWS
Hengli Heavy looks to hire 30,000 for
new China shipyard

Plastic pellets a nurdle hurdle for IMO

UK to hand out more green shipping
cash

Lloyd’s List | Daily Briefing Monday 20 January, 2025

USTR investigation concludes
China unfairly dominates
shipbuilding and shipping

THE Office of the US Trade Representative has concluded that China’s
targeting of the maritime, logistics and shipbuilding sectors for
dominance is “unreasonable” and restricts US commerce, according to
findings from a Section 301 investigation.

The probe, begun in April 2024 following petitions from five national
labor unions, examined China’s acts, policies and practices in these
sectors.

It found Beijing has pursued increasingly aggressive goals to control
global market share in maritime shipping, shipbuilding and related
industries.

“Beijing’s targeted dominance of these sectors undermines fair, market-
oriented competition, increases economic security risks, and is the
greatest barrier to revitalisation of US industries, as well as the
communities that rely on them,” said USTR ambassador Katherine Tai.

“These findings under Section 301 set the stage for urgent action to invest
in America and strengthen our supply chains,” she added.

According to the USTR investigation report , China’s plans reveal a
strategy to displace foreign firms and take market share in these sectors.
This has dramatically increased China’s global shipbuilding market share
from less than 5% in 1999 to over 50% today.
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China also controls nearly 20% of the world’s
commercial shipping fleet and dominates production in
shipping containers, cranes and other equipment.

The investigation concluded this targeting of entire
industries is unreasonable because it restricts market
competition, creates reliance on China, and leverages
the country’s control over state-owned enterprises to
direct advantages to preferred domestic firms.

These factors have contributed to the decline of US
shipbuilding, with the country now ranking 19th
globally and constructing less than five ships per year,
down from more than 70 ships in 1975 when it ranked
number one, Tai said. This has limited opportunities for
American companies and workers in these sectors.

The USTR findings pave the way for potential trade
actions against China in response, although no specific
measures were announced yet.

“The determination on any responsive actions would
be considered at a later date in the next stage of the
investigation,” said the USTR.

The unions’ petition in March had suggested imposing
additional port fees of up to $1m per vessel on Chinese-
built ships calling the US, claiming this could potentially
generate billions of dollars in revenue to fund a “US
Commercial Shipbuilding Revitalization Fund”.

Some shipping and trade experts argued these added
costs would ultimately be paid by US consumers and
would do little to revive the US shipbuilding industry,
which has declined due to policy neglect in Washington
and high domestic labour costs, rather than subsidies
from Beijing.

Penalising China-built vessels could also push up
charter rates for ships built in South Korea and Japan

on routes to the US, creating a two-tier market, while
container liners would face more complicated route
planning.

Concerns are also rising that restricting Chinese
practices in maritime and shipbuilding sectors
could compromise economic security by threatening
disruption of global supply chains.

Beijing’s Ministry of Commerce criticised the USTR
investigation as driven by domestic political needs and
the goal of suppressing China’s development, filled with
groundless accusations against China.

“Historically, the decline of the US shipbuilding industry
is unrelated to China. Long before the rise of China’s
shipbuilding industry, the US global market share was
already negligible,” the MoC spokesperson told reporters
on Friday.

“In reality, the development of China’s shipbuilding
industry is absolutely not relying on so-called ‘non-
market practices’, but on a complete industrial system,
trained engineers and industrial workers, and an open
business environment.

“The Chinese shipping market has always been open to
the global market and has never adopted discriminatory
policies against foreign ships and companies. China’s
industrial policies are primarily guiding rather than
compulsory, and treat Chinese and foreign companies
equally”

Any potential trade actions resulting from the USTR
findings would be exercised under the administration
of Donald Trump, who will be formally sworn in as US
president next Monday. Trump has pledged to further
use tariffs to address unfair trade competition from
China.

WHAT TO WATCH

Cansi rebuts US allegations against Chinese
shipbuilding and warns of trade disruption

CHINA'S national shipbuilding association has
fired back at the Biden administration’s findings
against Beijing’s maritime sectors, dismissing the
US allegations as “full of lies and distortions” in a
rebuttal that echoed official protestations.

The Chinese government-backed industry body,
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known as Cansi, described the Office of the US Trade
Representative’s conclusion that China’s targeting

of shipbuilding, shipping and logistics undermines
competition as “wrong conclusions drawn from a
wrong investigation”.

Cansi’s sharp rebuke came only hours after the US
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trade office determined China’s dominance of these
industries to be unreasonable, setting the stage for
potential trade actions.

“The development of China’s shipbuilding industry

is the result of adhering to market principles and
internationalisation, strictly abiding by international
trade rules, fostering mutual benefit with global partners,
driving technological innovation, advancing management
reform and improving quality,” said Cansi in a statement.

“Above all, it reflects the hard work and outstanding
contributions of China’s shipbuilding workforce.”

This wording echoed the earlier response from China’s
Ministry of Commerce to the USTR probe.

Cansi warned that Washington’s move would severely
disrupt the global shipping logistics system and
international trade order, and “seriously hinder the pace
of the global maritime industry’s green transformation”.

China’s shipyards secured 46.5m cgt of new orders in
2024, including a significant amount of alternative-fuel
tonnage, capturing 70% of the global market share. This
puts China far ahead of South Korea, which ranked
second with 17%, according to the latest data from
Clarksons. It is also the largest gap ever between the two
countries’ shipbuilding industries.

As of the end of December, Chinese builders had
accumulated an orderbook of nearly g1m cgt,
representing 58% of the global market share, compared to
24% held by their South Korean competitors.

Among them, state-owned China State Shipbuilding Corp
has become the world’s largest shipbuilding group, with
its 16 shipyards accounting for about 20% of global order
backlog.

Cansi secretary-general Li Yanqing told Lloyd’s List

last year he was not worried about potential US actions
against Chinese shipbuilders, arguing their huge market
share and the advanced industrial cluster in China

has made the scale and cost advantages of this sector
difficult to shake.

The newbuilding market boom since the pandemic has
accelerated the dominance of China’s shipyards, while a
string of expansion projects to build new capacities have
been launched by large players in the country during the
past 12 months.

Potential restrictive measures from the US could bring
additional risks to the prospects of these projects,
however.

The USTR’s findings released on Thursday represent
the latest in a series of actions taken by the departing
Biden administration to target Chinese industries and
companies.

A day earlier, the US Commerce Department added 25
Chinese entities, including chip developer Sophgo, to
an entity list and tightened restrictions on advanced
computing semiconductors to prevent Al chips from
flowing to China.

Last week, the Defense Department placed companies
including state conglomerate China Cosco Shipping
Corp, China International Marine Containers and CSSC
on its “Chinese military companies” list.

In a recent major crackdown on Russia oil trade, the
Treasury Department also for the first time sanctioned
Chinese port companies — two subsidiaries of
Shandong Port Group.

OPINION

Good news from Gaza, but shipping needs to

wait and see

A CEASEFIRE between mutually exhausted Israel
and Hamas is good news for the Middle East and
good news for the world. It should eventually prove
good news for shipping too, although that assertion
comes with inevitable caveats.

The release of Israeli hostages and a lull in the
killing for at least six weeks, with the anticipation
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a fuller settlement to come, will immediately be
welcome to anyone motivated by rational and
humanitarian values, however they earn their living.

We will have to wait and see whether we get there,

of course. There are ample precedents for those
disposed towards a dramatically world-weary take.
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But for our industry, matters will inevitably take
longer to return for what passes for normal in that
troubled region. The disruption to maritime trade as
usual — if ‘usual’ is a word that can ever be applied
to the Middle East — has been immense.

The outbreak of conflict in Gaza had the immediate
consequence of disrupting port calls to Israel and
adjoining Lebanon. That has more or less been
forgotten in the light of what happened next.

The main impact for shipping has been one of their
manifold regional ramifications of the hostilities.
The month after the fighting started, the Houthi
faction in Yemen commenced a wanton campaign of
violence against vessels in the Red Sea.

Ostensibly they are acting in support of Hamas,
although their own agenda of carnage is all too
apparent. Their onslaught has included the hijack
of a car carrier and dozens of missile and drone
strikes on ships seeking to make use of their legally
enshrined right of innocent passage.

This has cost the lives of at least four seafarers,
and the 25-strong crew of Galaxy Leader (IMO:
9237307) are still being held hostage in Hodeidah
after well over a year. There have been at least
five actual or constructive total losses, running to
hundreds of millions of dollars.

London-based marine insurers have taken the
payouts on the chin, to such an extent that one
leading broker believes that the hull war risk
market, normally a reliably profitable line, made a
loss in aggregate last year.

But the wider economic losses to the world economy,
resulting from the correct decision of most
shipowners to reroute from the Suez Canal to the
Cape of Good Hope, have been substantial.

Rough and ready quantification is possible. Data
from Lloyd’s List Intelligence suggests that 12,305
more vessels have opted for the longer voyage.

Meanwhile, data provider the London Stock
Exchange Group assesses the incremental cost,
mostly attributable to extra fuel costs, at $932,905
per trip.

By way of an offset, there needs to be a deduction for
the savings on Suez Canal fees, which are negotiated
individually, but typically run to hundreds of
thousands of dollars.
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But any way you slice it, it ends up in the mid-single-
digit billion dollar range, and probably a multiple of
four or five times the value of the Manchester United
squad.

Container lines have responded by jacking up prices,
which will likely mean that 2024 will be another
year of bumper profits, with shippers ultimately
footing the bill.

The consequences don’t end there. To take another
example, the waters around South Africa are
notorious for poor weather, palpably increasing
insurance risk from factors such as stack collapse, as
Gard has pointed out.

The outlook now hinges on whether the ceasefire
evolves into a peace treaty and whether the Houthis
desist from aggression rather than seek alternative
dubious justifications for it. Both are big ifs.

In the best-case scenario, the working assumption
is that most vessels will ultimately resume transits
through the Suez Canal. That will come as an
immense relief to the Suez Canal Authority, which
lost around $2bn in revenue in the last fiscal year.

But for now, an air of caution rightly prevails, as

is clear from the state attitudes of such shipping
leaders as Maersk and Frontline. Meanwhile, the
threat assessment from EU Naval Forces Operation
Aspides understandably remains unchanged.

It will need some months before responsible
shipowners conclude that the Red Sea is once again
safe. Once they do, the rescheduling will take weeks
to plan and further months to roll out. Inevitably,
the knock-on effects will include port congestion and
disorder throughout the supply chain.

The marine insurance market will respond
according to its own commercially driven
imperatives. Soundings from market sources suggest
hull war risk rates have already fallen in the absence
of major casualties since Sounion (IMO: 9312145),
and the prospect is for a further decrease.

Watchfulness remains a valid stance for all
concerned. But perhaps the best advice at this
juncture comes from American author Maya
Angelou: hope for the best, prepare the worst, and
be unsurprised by anything in between.
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ANALYSIS

The Houthis are still calling the shots in the

Red Sea

THE ceasefire deal in Gaza is a welcome first step
towards shipping’s return to the Red Sea, but the real
power to re-open the Bab el-Mandeb to all traffic still
sits with the Houthis.

For over a year the Iran-backed militant group has
effectively been defying international naval operations
established to uphold the freedom of navigation, and
dictating who gets to sail the international shipping
lane connecting the Mediterranean to the Arabian
Sea.

The security of future transits and the timing

of commercial decisions to re-route will not be
determined by Israel, Hamas or any Western
government. It is entirely reliant on the Houthis’
willingness to step down their offensive and they will
not be giving up their newfound political power easily.

“The naval response has been sulfficient to force the
Houthis to a stalemate in that the Bab el Mandeb has
not been closed completely, but insufficient to defeat
them,” says Mike Plunkett, senior naval platforms
analyst at Janes.

“I don’t think we can say that the failure to solve this
problem is a naval one, but rather a failure of political
will.”

The naval operations have been constrained by the
governments that instruct them.

The EU Naval forces Operations Aspides, for example,
was never given enough naval vessels to provide
protection to all ships.

Since its inception in February 2024, Aspides has
supported 586 vessels with 355 receiving close
protection. This amounts to less than 6% of transits over
that period.

The inability to completely guarantee freedom of
navigation for all, which security experts agree would
be an extremely difficult task given the circumstances,
is largely why shipping continues to reroute around the
Cape of Good Hope en masse.

According to Lloyd’s List Intelligence data, traffic
through the Bab el Mandeb has been relatively stable
for about nine months with transit volumes consistently
down 60% on normal levels.
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Ian Ralby, chief executive of consultancy IR
Consilium, argues that the current international
response only addresses a symptom of the problem,
and the Red Sea will not truly be free for navigation
until governments understand the Houthi threat and
have the will to target the group’s strategic goals and
progress, which is territory.

“The Houthis don’t care about the maritime space.
They don’t care about getting bombed. They like
getting bombed; it gives them attention,” says Ralby.

“They’ve actually been inspired, and other groups
around the world are getting inspired to attack
shipping because it has been so successful in
creating global attention, momentum, funding,
financing, and recruitment for the Houthis.”

For now, there is no indication of any major shift in
the approach to the Houthis or Red Sea.

“I'm reasonably certain that both the UK and the
USA will remain committed to the region, but

I'm less certain about EU member states,” says
International Institute for Strategic Studies senior
fellow Wolf-Christian Paes.

The scarcity of suitable naval assets and the fact that
the EU’s economic interests have not been affected
as much as was anticipated means EU members are
left with a strategic choice.

This would either be a more comprehensive and
robust approach, beyond a naval response, or they
will have to cut their losses and redeploy elsewhere.

“I expect that the EU will do neither and rather
continue to ‘muddle through’,” says Paes.

The Houthis have gained significant political
leverage over the last 12 months and are unlikely to
relinquish this power just because a ceasefire has
been agreed between Israel and Hamas.

In the absence of a meaningful political
commitment to bolster naval capacity to uphold
the freedom of navigation or a shift in strategy, the
Houthis will continue to pose a latent threat to the
shipping community.
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LNG order spree down to compliance today,
not promise of supply tomorrow

ORDERS for LNG-fuelled vessels more than doubled
to 264 in 2024 compared with 2023, according to
data from Norwegian classification society DNV.

LNG was by far the most popular alternative fuel
for owners placing orders in 2024, with just under
100 more orders placed than the next most popular,
methanol.

DNV global decarbonisation director Jason
Stefanatos said this was largely down to the
compliance LNG offers right here, right now.

LNG infrastructure exists today, with about 60 LNG
bunkering vessels in operation and a further 20 on
order, he said.

Five of the 10 major bunkering hubs now bunker
LNG, including Singapore and Rotterdam, as do the
top three container ports. Compare that with the
facilities available for methanol, not least ammonia,
and it’s easy to see what Stefanatos means.
Clarksons’ Green Technology Tracker shows just 35
ports currently have or plan to develop methanol
bunkering facilities.

“Although the bunkering stations are limited, they
are there and there is infrastructure that is being
built,” he said.

Crucially, though, a vessel burning LNG today would
be compliant with FuelEU, for which vessels had to
start recording information on January 1, 2025.

Not only would an LNG-fuelled vessel avoid Fuel EU
penalties, Stefanatos said, but it would also provide
pooling tickets to cover other vessels in a fleet as
well.

Even vessels that burn fossil-LNG, rather than bio-
or e-LNG, could be compliant for the next five to 15
years, depending on the engine type.

The big concern with LNG as a fuel is of course
methane slip. Engine manufacturers have worked to
reduce slip from their LNG engines, with Wirtsila
chief executive Hikan Agnevall describing the issue
as “under control” in 2024.

Wartsila said its 31DF four-stroke LNG engine had

got down to near 1% methane slip overall. But a
Maersk Mc-Kinney Moller Center for Zero Carbon
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Shipping report estimated methane slip from
shipping would reach 1.4m tonnes by 2050, up from
0.2m tonnes in 2024, and could offset the CO2
savings LNG engines offer if it is not dealt with.

The performance of an LNG engine, and the level
of methane slip, was crucial to its carbon intensity
indicator, Stefanatos said. A large amount of slip
would mean compliance akin to conventional fuel.
But if methane slip could be minimised, LNG
engines could provide Fuel EU compliance “until
2035 or 2040, in specific cases”.

Even as regulation tightens in the future, and
fossil-LNG fuelled vessels fall the wrong side of
the compliance tightrope, the addition of a small
amount of bio-LNG would right course, Stefanatos
said.

Whether that scenario helps the planet is another
debate. An International Council on Clean
Transportation report, published in 2022, shows

a 2030 scenario where ships use 100% fossil fuel.
Well-to-wake CO2 equivalent emissions in that
scenario would far surpass the EU’s Fit for 55 target,
which seeks to reduce greenhouse gas emissions by
at least 55% below 1990 levels by 2030 (even a 100%
renewable scenario would run close).

The report said LNG’s viability as a true greener
alternative depends largely on sufficient supply of
renewable LNG to meet demand. Plenty of Lloyd’s
List column inches have been dedicated to the
doubts surrounding that particular assumption.

Investment in methanol and ammonia bunkering
infrastructure had been significant in 2024,
Stefanatos said. He described 2024 as a “milestone
year” for ammonia as an alternative fuel and spoke
of an increased momentum behind the fuel, as
orders from big players rolled in for ‘ammonia-
ready’ ships.

The likelihood of those orders ever running on
ammonia — or methanol for that matter — depends
entirely on the consistent, cost-effective supply of
green ammonia. The doubts surrounding that are
at least as big as those surrounding renewable LNG

supply.

Whether fossil LNG should offer a route to
compliance depends on the ambition of climate
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targets already in place, and those that the industry
is anticipating will be agreed by the International
Maritime Organization later this year.

But so long as it does, it’s easy to see why owners
are opting for it above the former poster fuels of the
decarbonisation revolution.

Turkiye lists ‘respectable P&I clubs’ for

Turkish Straits transits

ALL vessels transiting the Turkish Straits must use
one of a limited range of approved P&I providers,
the country’s maritime authorities have ruled.

The move comes after several instances of failure to
pay out on the part of some insurers, local sources
said.

It is not immediately clear how Tiirkiye intends
to enforce the requirement, as freedom of

passage through the key international waterway
was established by the Montreux Convention of

1936.

A list of insurers deemed “respectable P&I clubs”
has been published on the website of the General
Directorate of the Maritime Affairs.

It includes local commercial insurer Tiirk P&I
and all 12 affiliates of the International Group of
P&I clubs.

Also named are some the best-known entities

in the smaller mutual and fixed premium

niche. These include Navigators, Norwegian
Hull Club, MS Amlin, Lodestar Marine, Noord
Nederlandsche, Thomas Miller Specialty, British
Marine, Hydor and Korea P&I Club.

Other insurers have until February 20, the
annual IG renewal round deadline, to apply for
similar standing.

To make the cut they will need to meet a

range of requirements, including use of a local
correspondent firm that must also be engaged by
a member of the IG, and authorised to conduct
assessment of ships.

They will also need a credit rating of BBB- or
higher, as issued by an international credit rating
agency, and be able to guarantee cover of not less
than $100m.

The tougher rules are likely to have been
motivated by concern over the dark fleet* of
tankers carrying sanctioned Russian crude
through Turkish waters, some of which are
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insured by entities of uncertain financial
strength, or even not insured at all.

The issue last made the headlines towards the
end of 2022, when the IG issued a letter of
guarantee that its affiliates would always pay
out on vessels it insured, so long as it could
do so within the letter of Western sanctions
stipulations.

Protection & indemnity insurance is designed to
cover liabilities in the event of detriment suffered
by third parties, including clean-up costs where
there is pollution.

Under Turkish law, it is mandatory for vessel
flying the Turkish flag and all ships of 300 gt and
above arriving or departing Turkish ports.

Additionally, all towing vessels and all vessels
of 300 gt and above transiting the Bosporus,

Sea of Marmara and the Dardanelles carrying
dangerous cargo must have a valid P&I policy.

The IG writes P&I for well over 80% of the

world fleet by deadweight. The remainder is
predominantly written by fixed premium players,
which are mostly legitimate businesses that
shoulder their responsibilities in the event of a
casualty.

However, a small number of marine insurers are
seemingly ready to issue certificate in return for
a fee but seek excuses rather than pay claims.

* Lloyd’s List defines a tanker as part of the dark
fleet if it is aged 15 years or over, anonymously
owned and/or has a corporate structure
designed to obfuscate beneficial ownership
discovery, solely deployed in sanctioned oil
trades, and engaged in one or more of the
deceptive shipping practices outlined in US State
Department guidance issued in May 2020. The
figures exclude tankers tracked to government-
controlled shipping entities such as Russia’s
Sovcomflot, or Iran’s National Iranian Tanker Co,
and those already sanctioned.
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MARKETS

Tanker stocks sink as sanctions-fuelled rally

loses steam

TANKER stocks took a hit on Thursday in heavy
trading volume, even as spot rates for very large
crude carriers continued to ascend.

The Baltic Exchange’s time charter equivalent VLCC
index rose to $55,308 per day, up 6% from the day
before. But the pace of increases has slowed: the
daily gain was 9% on Wednesday, 33% on Tuesday
and 27% on Monday.

In the paper market, forward freight agreements for
VLCCs in the Middle East Gulf-China lane declined.
The FFA contract for the calendar year 2025 fell 6%
on Thursday, from Worldscale 66.5 to 62.7.

In the physical market, a leading broker reported

a “standoff” in the West Africa VLCC trade, “with
four cargoes struggling for offers and owners still
bullish in their ways”. The broker added, “Rumours
of high numbers in the Middle East Gulf continue to
circulate, although these are yet to materialise and
there have been a couple of slightly underwhelming
deals done today.”

A number of VLCCs are on subjects due on Friday,
said the broker, warning that “a few failures on some
of the high US Gulf deals could rattle sentiment and
encourage owners to pull the trigger”.

The Baltic VLCC index is now up 130% year to
date and the suezmax index is up 32%, while the
aframax index is down 16%.

In the product tanker markets, the Baltic
Exchange’s Middle East Gulf-Japan TCE index
for long range one tankers is up 85% year to date,
with the Middle East Gulf-Japan LR2 index up
81%.

The Atlantic basket index for medium range and
handysize product tankers is up 23% year to date
and the Pacific basket is up 40%.

The caveats for product tankers: Most of the
gains for LR1s this year predated sanctions
and the LR1 index fell 2% on Thursday versus
Wednesday. The LR2 index fell 1% and the MR
baskets showed minimal gains.

Furthermore, recent increases are off relatively
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low numbers. Product tanker rates are still
significantly down on a one-year basis despite
January gains.

The Baltic LR1 Middle East-Japan index is down
44% from a year ago, the LR2 index 20%, the MR
Atlantic basket 5% and the MR Pacific basket 30%.

Bad day for tanker stocks

VLCC stocks have been the biggest sanctions
beneficiaries among the listed shipowners. But the
rise in these shares halted Wednesday and stocks
fell on Thursday.

The Breakwave Tanker Shipping ETF (BWET), an
exchange-traded fund that buys near-dated FFAs,
declined 6% on Thursday. Shares of Frontline and
Okeanis Eco Tankers also fell 6%.

Even so, much of the sanctions-driven gains remain
intact. BWET is still up 22% year to date even with
Thursday’s reversal. Frontline is still up 19%, DHT
13%, Okeanis Eco Tankers 11% and International
Seaways 9%.

Product tanker equities have seen much lower
momentum than VLCC stocks, given smaller
increases in spot pricing and indirect exposure to
sanctions. These stocks also fell on Thursday.

With the exception of Scorpio Tankers, which is up
9% since January 2, listed product tankers stocks
are now essentially flat year to date (up 1-3%).

Longer term performance of product tanker stocks
remains poor. As of Thursday, the adjusted closing
price of Torm was down 22% year on year, with
D’Amico International Shipping down 19%, Ardmore
Shipping and Scorpio 12%, and Hafnia 5%.

Sanctions and the correlation between crude
and products

Crude and product tanker markets are correlated
because rates are transmitted from one segment to

the other.

If product tanker rates sufficiently exceed crude
tanker rates, VLCCs and suezmaxes clean their
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tanks and switch to product trades, cannibalising
LR1 and LR2 cargoes, and more aframaxes with
coated tanks switch to LR2 trades. If crude tanker
rates sufficiently exceed product tanker rates, more
LR2s switch to aframaxes trades.

Thus, sanctions upside that benefits crude tankers
should also benefit product tankers.

Lars Dencker Nielsen, chief commercial officer of
Scorpio Tankers, said during a Capital Link online
panel on January 7 that US sanctions “certainly
have a flow-through to products” because LR2s and
aframaxes “are joined at the hip”.

“In a very strong crude market, we will see more
clean vessels of the older generation move over to
crude, which of course will restrict supply of LR2s,
so it will have a win-win element to it.”

So far, however, sanctions fallout has been a mixed
bag for product tankers. VLCC and suezmax

rates are up due to sanctions — a plus because

these vessels will not switch to clean trades and
cannibalise product tanker demand — but aframax
rates are down year to date, and now well below LR2
rates, which is a negative.

The product tanker segment needs aframax rates to
exceed LR2 rates, because there are a large number
of coated aframaxes (which can operate as LR2s)
due for delivery.

According to Clarksons Securities, the orderbook-
to-fleet ratio for the aframax/LR2 category is a very
high 39.6%. There are 52 newbuildings scheduled
for delivery this year, 54 in both 2026 and 2027, 18
in 2028 and two in 2029.

Container rates in full retreat; stock sentiment

hit by ceasefire

THE Shanghai Containerized Freight Index dropped
another 7% in the week ending on Friday. The
Asia-US west coast lane led the declines among the
key east-west trades.

Spot container rates are following their normal
seasonal downward pattern around Chinese New
Year, which comes earlier in 2025, on January 29.
The question ahead is: Will spot rates rise again
during the spring and summer, as usual, or is this
the start of the long-feared downcycle?

The Israel-Hamas ceasefire is a negative for
container spot rates. Should the ceasefire hold,

the Houthis halt attacks in the Bab el Mandeb
strait, and container lines return to the Suez route,
overcapacity would ensue.

An additional 2m teu of newbuilding capacity is due
to hit the water this year, on top of the nearly 3m teu
delivered in 2024, according to Alphaliner. Red Sea
diversions saved liners from overcapacity last year,
but there’s a limit to how much capacity the route
diversions can absorb even if the Red Sea remains
closed.

The mere threat of the Red Sea reopening has
spooked container investors, adding to negative
sentiment from seasonally ebbing spot rates and the
end to the US port strike threat. Shares of Zim are
down over 30% year to date.
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Will Red Sea reopen to containerships?

“If carriers return to the Red Sea at large, the
market will once again face overcapacity and the
downward pressure it will put on freight rates,”
said Emily Stausbell, senior shipping analyst at
Xeneta.

But there are a lot of “ifs” in the Red Sea
scenarios.

The ceasefire may not hold. The Houthis may
continue their attacks regardless. The shipping
industry may be hesitant to return, not just
because of the perceived risk to their seafarers
and assets, but to their bottom lines.

According to Jefferies analyst Omar Nokta, “Our
sense is that once, or if, ships begin returning to
the Red Sea, non-containers would lead the way,
and if deemed safe, containers would follow.

“This is due to containerships operating in multi-
ship loop patterns, where an attack could have
significant operational impacts on an entire
string. Generally, other shipping segments
operate on a ship-by-ship basis, where an attack
on one vessel does not impact the timing and
reliability of other ships in a company’s fleet.”

Stausbgll said, “Carriers will want to be assured
there is an outlook for long-term safe passage
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before returning to the Red Sea to avoid further
massive disruption if the situation deteriorates
and they are forced around the Cape of Good
Hope once again.”

Spot rate assessments down across the
board

Not only are spot rates falling, they have “lapped”
the earlier spike following the initial Houthi attacks,
meaning that some trade lanes are now down year
on year.

Nevertheless, rates are still very strong from a
longer-term perspective and remain at profitable
levels for carriers.

The SCFI Shanghai-US west coast index fell

10% week on week, to $4,232 per feu. The SCFI
Shanghai-US east coast index declined 4% to $5,960
per feu.

The SCFI Shanghai-North Europe index dropped 7%

to $4,558 per feu, with the Shanghai-Mediterranean
assessment also falling 7%, to $6,654 per feu.

The Drewry World Container Index global composite
fell 3% in the week ending Thursday versus the
previous week.

The latest WCI Shanghai-Los Angeles assessment
came in at $5,228 per feu, down 5%, with the
Shanghai-New York assessment at $6,825 per feu,
down 4%.

The WCI put Shanghai-Rotterdam spot rates at
$4,231 per feu, down 3%, and Shanghai-Genoa rates
at $5,086 per feu, down 2%.

Xeneta provides daily short-term rate assessments.
It assessed short-term rates in the Asia-West coast
market at $5,317 per feu as of Friday, down 1%
versus the week before; Asia-US east coast rates

at $6,655 per feu, flat week on week; Asia-North
Europe rates at $4,488 per feu, down 4%; and Asia-
Mediterranean rates at $5,508 per feu, down 4%.

Iranian gas cargo discharged in Bangladesh

after China U-turn

A GAS tanker carrying liquefied petroleum gas of
suspected Iranian origin is discharging its cargo
in Bangladesh after a change of plans in Chinese
waters.

The Panama-flagged, 1998-built, very large gas
carrier Danisa (IMO: 9172739) sailed from the
Middle East Gulf to Maoping, China, where it
arrived in early December. It then spent about two
weeks at anchor before doing a U-turn without
discharging its cargo, according to Lloyd’s List
Intelligence vessel-tracking data.

The gas tanker then sailed to Hambantota, Sri
Lanka, where changes to its draught indicate it
discharged some of its cargo, before continuing

to Bangladesh, where it has been offloading the
remaining LPG consignment through ship-to-ship
transfers with small lightering vessels.

The vessel’s curious U-turn in China suggests buyers
were wary of the cargo’s origin, which a Lloyd’s

List analysis and data from commodities analytics
provider Vortexa indicate is Iranian.

Much like crude oil, China has been the top
customer for Iran’s LPG exporters.

However, the incident came amid reports that
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Chinese buyers are increasingly cautious of running
afoul of US sanctions on Iran, which have tightened
in recent weeks, and are expected to tighten further
when Donald Trump returns to the White House on
January 20.

An LPG market source likewise told Lloyd’s List that
Chinese buyers were growing more hesitant about
bringing in Iranian energy commodities.

Earlier in January, Shandong Port Group said all
US-sanctioned vessels were banned from calling
at its ports, which supply the independent refiners
from the region that are the biggest buyers of
Iranian and Russian crude.

Falsified cargo origin

A cargo manifest for Danisa seen by Lloyd’s List
shows the LPG originated in Dubai.

Danisa loaded its cargo via a STS transfer from
VLGC Tower Rise (IMO: 8912546) in mid-
November, according to Lloyd’s List Intelligence
vessel-tracking data.

The STS operation indeed took place off Dubai, but
that is not where the cargo originated.
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Tower Rise, which has been without a flag since
September, spoofed its Automatic Identification
System ahead of the STS transfer. According
Vortexa, it loaded a cargo in Iran in early November,
during the spoofing period.

Thirty-three-year-old Tower Rise is a prolific lifter
of Iranian LPG and routinely shuttles cargoes from
Iranian ports to waters off Dubai, where it typically
transfers them to younger vessels for onward
shipment.

According to Vortexa data, Tower Rise was the
second-most productive lifter of Iranian cargoes in

2024, shipping close to 400,000 tonnes of Iranian
LPG.

The veteran VLGC is one of at least 15 LPG tankers
that were found to be linked through a complicated
network of Panama-based shell companies by a
Lloyd’s List investigation in November 2023. The
vessels were also linked with an alarmingly high
number of seafarer abandonment reports.

Danisa’s shipowner did not respond to an email
seeking comment. The shipper likewise did not
respond to several emails seeking comment.

Mixed signals from Chinese economy behind

Rio Tinto shipment dip

MINING giant Rio Tinto saw shipments of iron
ore from its Pilbara mines decrease 1% in 2024
compared to 2023.

The results come as reports of merger talks between
Rio Tinto and fellow commodity giant Glencore have
surfaced recently. Should any deal be completed,

it would rank as the largest ever in the mining
industry, Bloomberg reported.

In its fourth-quarter production results, the Anglo-
Australian company reported 85.7m tonnes of

iron ore shipments in 4Q24, down 1% on 4Q23. It
shipped 328.6m tonnes in 2024, 1% down on 2023
as a whole.

Rio Tinto cited “mixed signals” from the Chinese
economy in the fourth quarter as a potential reason
for the decrease in shipments, despite the world’s
biggest consumer breaking its own import record for
iron ore in 2024.

The country’s struggling real estate market was
again highlighted by the miner, though it did point
out that November house price data it had seen
pointed to a potential stabilisation of the market.

As has been the story for most of 2024, low iron

ore prices have prompted Chinese traders to boost
inventories. Rio Tinto confirmed that while Chinese
port inventories at 47 major ports had decreased
slightly in the fourth quarter to 156m tonnes, that
figure is still 31m tonnes higher than the beginning
of 2024.

The paradox of low domestic demand, but record
imports has persisted for most of 2024, but the
“mixed signals” Rio Tinto mentioned are reflected in
the capesize market, which suffered a disappointing
end to 2024 and a sluggish start to 2025.

Rio Tinto’s other commodities fared better than its
iron ore shipments. Bauxite production was up 7%
on 2023 last year, hitting 15.4m tonnes, while its
mined copper production increased 13% to 202,000
tonnes.

Its SimFer mine, located in the Simandou project in
Guinea, is slated to deliver its first production later
this year.

The mine will ramp up production over the next
two and a half years to an annual capacity of 60m
tonnes, 27m of which would be Rio Tinto’s share.

IN OTHER NEWS

Hengli Heavy looks to hire 30,000 for
new China shipyard

CHINESE shipbuilder Hengli
Heavy Industry is looking to hire
30,000 workers as it launches a
new shipyard in Dalian, China.
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The newly inaugurated “Future
Factory”, completed in just 153
days on Changxing Island, spans
over 2m square metres of building
space across 17 large workshops,
said Hengli in a statement.

Once fully operational, the
facility will employ a total
workforce of 50,000 and
deliver impressive production
capabilities allowing it to build
high-value products, including
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very large crude carriers, ultra-
large containerships, very large
gas carriers and offshore drilling
units, as well as alternative-fuel
engines.

Plastic pellets a nurdle hurdle for
IMO

THE International Maritime
Organization has a plastic pellet
problem.

Its pollution prevention and
response subcommittee, which
meets on January 27, is grappling
with how to stop spills of plastic
pellets, the lentil-sized precursors
of most plastic products.

Such pellets, also called nurdles,
are shipped in containers by

the billions. Container spills
such as the 2021 X-Press Pearl
(IMO: 9875343) casualty off Sri
Lanka harm marine life and are
fiendishly hard to clean up.

UK to hand out more green shipping
cash

THE UK government will make a
further £30m ($36.5m) in funding
available for selected maritime
decarbonisation projects, as

it opens the sixth round of its
Clean Maritime Demonstration
Competition later this month.

The scheme has handed out
£159m in funding to more
than 300 organisations so
far, including wind propulsion
manufacturer GT Wing.

GT Wing is assembling the first
version of its AirWing wind sail

in Hull, which will be installed on
a Carisbrooke Shipping vessel.
Carisbrooke owns and operates
22 dry bulk and multipurpose
vessels from the Isle of Wight, UK
and Rotterdam.

Classified notices follow

Lloyd’s List'>

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

Please contact: marketingservices@lloydslistintelligence.com
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Container Tracker
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with end-to-end downloadable data need in one interface, supported the necessary documentation to prove
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Request a demo:
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