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LNG shipbuilding loses steam 
as commodity demand tanks

SHIPBUILDERS BANKING ON demand for ocean-going conventional 
liquefied natural gas carriers are being hammered by a drastic 
slowdown in the larger commodity market that is offsetting the 
promise of mammoth tonnage demand linked to three ongoing 
tenders.

A double whammy of demand disruption and over-investment in 
liquefaction capacity in the past few years has dragged LNG prices to 
record lows, dampening demand for fresh tonnage and heightening 
deferral risks for the outstanding shipbuilding order book, industry 
experts said.

Some analysts have latched onto the much-needed hype of Qatar 
Petroleum’s move to seal slot-booking deals with yards in China and 
South Korea through to 2027 to back an ambitious fleet building 
exercise involving investments in as many as over 100 LNG tankers.

Unachievable order targets
But with global economies having experienced coronavirus-led 
lockdowns for three to four months now, Poten & Partners’ chairman 
emeritus Michael Tusiani argued that LNG demand could take up to 
four years to be back at levels projected at the beginning of the year.

The viral outbreak has already pulled back LNG demand and along 
with it, pushed out final investment decisions for over 70 m tonnes of 
liquefaction projects – mostly in the US – that were originally due this 
year.

Ship investors are certainly aware of the downdraft.
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Only $200m of orders were placed in LNG tanker 
newbuildings for the year through to April 30, down 
93% from the same period in 2019, Clarksons data 
showed.

The ship brokerage did not take in an ordering plan 
announced in late April by a joint venture between 
Cosco and PetroChina for three further ships.

Still, these orders would not have helped much in 
balancing out a glaring year-on-year deficit given 
shipbuilding orders in the segment for both 2018 
and 2019 have soared past $10 bn.

A massive ramp-up in US LNG capacity-building has 
bolstered shipping demand and fed over the past 
two years a shipbuilding frenzy that has now lost 
steam with many new developments there put on 
hold.

South Korean shipbuilders, which have relied 
heavily on LNG shipbuilding to replenish their 
backlogs, are among the worst hit.

As of end May, Korea Shipbuilding & Offshore 
Engineering (formerly known as Hyundai Heavy 
Industries), Samsung Heavy Industries and Daewoo 
Shipbuilding & Marine Engineering only achieved 
about 9% of their combined order targets set at 
$31bn for 2020, according corporate information.

Not surprisingly, many consider the Qatar tender 
along with two others released by Total and Novatek 
for 16 conventional LNG carriers and 10 ice-breakers 
respectively as lifelines extended to the shipbuilding 
trio, commonly referred to as South Korea’s big 
three yard groups.

The bulk of the Qatari newbuildings are designated 
to export LNG from a two-phase expansion of its 
liquefaction capacity back home and the Golden Pass 
LNG project it is jointly developing with ExxonMobil 
in the US.

Total’s recently concluded tender secured through 
shipowners, commitments to build new tonnage for 
Mozambique’s first land-based LNG export terminal.

Novatek as the owner of the Arctic LNG 2 project, 
has reportedly commissioned the construction of 15 
ice-breakers and is believed to be returning to the 
market for 10 more such ground-breaking carriers.

Qatar Petroleum’s award to the shipbuilders, 
including also one deal signed with Hudong 
Zhonghua, has garnered the brightest spotlight, given 
it is pegged to over $22bn alone for the slots secured.

But the national oil company is understood to have 
paid just about $2m deposit per ship for the space 
booked at the three Korean yards and their Chinese 
competitor Hudong-Zhonghua Shipbuilding, sources 
said.

That is seen as granting Qatar Petroleum leeway to 
walk away without severe penalties.

Shipbuilding sources are nonetheless banking on 
Qatar Petroleum to commit to using half of the slots 
it has booked, which works out to orders of two to 
three tankers for each yard group every year.

But even if the NOC uses up all slots booked, that 
would only contribute to 30% utilisation of yard 
capacities for South Korea’s big three, one DBS 
Research note pointed out.

KSOE’s chief executive, Ka Sam-hyun has thus far 
warned in an FT interview  that the windfall from 
the large LNG projects would not be “big enough” to 
fill its shipbuilding capacities.

An executive from one of the major Korean 
yards told Lloyd’s List his company only expected 
to deliver between one third to one half of its 
target new orders this year, despite the Qatari 
deal.

Rising prospects about delivery deferrals
Both Qatar Petroleum and Total have notably 
chosen not to charter in any of the tankers that 
are still under construction and available for 
charters.

“As long as yard prices remain at recent levels or 
somewhat lower as being rumoured, charterers 
prefer newbuildings rather than fixing ships already 
delivered or under construction.”

Ralph Leszczynski, the head of research at 
brokerage Banchero Costa, pointed to market 
reports that Hudong offered about $180m per vessel 
in the Qatari deal, “which is about $10m less than 
what was considered to be the benchmark price in 
Korea last year”.

Still, Qatar Petroleum and Total’s calls to go for 
brand new ships would inadvertently add tonnage 
to an oversupplied market while holding back the 
delivery of existing shipbuilding backlogs.

One estimate floated by Flex LNG suggested that 44 
out of 118 conventional LNG carriers on the global 
shipbuilding order book remained uncommitted at 
the end of first quarter.
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Newbuild investments in such tonnage were then 
backed by expectations of buoyant shipping demand 
and increasing spot trades in the LNG market.

But LNG prices and shipping rates have tanked and 
investor interest in speculative tonnage has 
evaporated, contributing to an extended dry spell in 
shipbuilding orders notably before the Qataris made 
a move.

Owners backing such speculative tonnage have also 
sought to defer vessel deliveries, spelling more bad 
news for shipbuilders struggling to stem declines in 
their revenues.

In May, Gaslog’s chief executive, Paul Wogan flagged 
the possibility that deliveries of at least some of 
nearly 40 carriers being pushed out from this year to 
2021 or 2022.

“A number of them are not fixed and I think the 
owners of those vessels may well want to delay,” he 
said.

LNG shipbuilders, as with tonnage providers, would 
thus far, appear to be in a rough ride for several 
years to come.

But as one seasoned observer suggested, those 
taking a long-term view of the business could 
eventually find rewards at the end of the tunnel.

Said Mr Tusiani: “By 2025 LNG demand (growth) 
should be back on track with our 2030 forecast 
remaining the same.”

Poten & Partners estimates annual LNG demand 
will reach 417m and 480m tonnes by 2025 and 
2030, respectively.

WHAT TO WATCH

EU given warning over state 
support for carriers
THE contentious issue of market distortion through 
state aid to container shipping companies has raised 
its head again, with forwarders and terminal 
operators setting their sights on tonnage tax regimes.

The European Association for Forwarding, 
Transport, Logistics and Customs Services, known 
as Clecat, and the Federation of European Private 
Port Operators, known as Feport, have called on the 
European Commission to avoid market distortion 
and unbundle the activities eligible for favourable 
treatment under tonnage tax schemes.

In letters to European competition commissioner 
Margrethe Vestager, the associations have asked the 
commissioner to clarify the state aid rules in order 
to avoid risks of distortion of competition and to 
ensure a level playing field.

“The associations believe the commission should 
ensure that ancillary services, which are also offered 
by other parties in the maritime logistics supply 
chain, are excluded from the scope of eligibility for 
tonnage tax and that the decisions including those 
provisions are amended accordingly,” the 
organisations said in a statement.

The call follows a decision by the commission last 
week to clear the Italian maritime industry state aid 
package.

The special tax regime will not only be applied to a 
shipping company’s core revenues from shipping 
activities, such as cargo and passenger transport, 
but also equally to certain ancillary revenues that 
are closely connected to shipping activities.

“The privilege granted to the shipping companies, 
allowing them to benefit from preferential tax 
treatment for their cargo-handling activities, 
distorts competition between integrated terminals 
and independent ones,” said Feport secretary-
general Lamia Kerdjoudj-Belkaid.

“We believe that it is the role of the commission to 
clarify the rules to avoid risks of distortion of 
competition and to ensure a level playing field. This 
is particularly important when exceptions to the 
general rules on state aid are benefiting one sector as 
it is the case for maritime transport.”

While the commission has said it ensures that there 
is no spillover of the favourable tax treatment of 
shipping companies into other sectors unrelated to 
maritime transport, both  associations have doubts 
regarding the commission’s methodology when 
assessing the risks of spillover into their sectors.

“There are now clear cases that more vertically 
integrated carriers can benefit from tax schemes, 
which provide incentives for carrier haulage rather 



Lloyd’s List | Daily Briefing Thursday 18th June Page 4

than merchant haulage, which obviously is not 
acceptable to us,” said Clecat director-general 
Nicolette van der Jagt.

Clecat and Feport have asked the commission to 
follow the recommendations proposed by the 
International Transport Forum report on maritime 
subsidies to amend the EU maritime state aid 
guidelines and to unbundle the activities eligible for 
favourable tax treatment under tonnage tax schemes.

“We have tried to demonstrate during the 
review of the consortia block exemption 
regulation how a sectoral instrument can impact 
well beyond the beneficiary industry,” the 
organisations said.

“Today, we express again our concern on the 
distortion of competition for our members by giving 
competitive advantages to shipping companies 
through generous state aid rules.”

ANALYSIS

Changing attitudes will drive 
progress, say class chiefs
CLASS is at the sweet spot between technology and 
regulation, says Chris Wiernicki, chief executive of 
ABS.

However, he said the key to progress in the industry 
lay neither in technology, nor regulation, but in 
people.

The focus on the human element across shipping 
has been underlined by the problem of crew 
repatriation.

“Crew change is becoming a humanitarian crisis,” 
Knut Ørbeck-Nilssen, chief executive of DNV GL 
Maritime, told a Capital Link webinar.

“Seafarers are now long overdue a change-over. 
Unless the issue is addressed urgently it will become 
a safety problem.”

Mr Wiernicki urged the industry to move on from its 
20th-century attitude to seafarers, who are closest 
to safety at sea.

He told the discussion that safety should be 
regarded as a condition, “a living thing, rather than 
a protective layer”.

He called for the modernisation of the Safety of Life 
at Sea Convention, which has not been updated since 
1974 — long before the introduction of cell phones.

Mr Wiernicki also said the International Safety 
Management Code, the framework for safety, was 

also due an upgrade. “The mindset must change 
from compliance to culture.”

Lloyd’s Register chief executive Alastair Marsh said 
cross-industry collaboration is critical to progress. 
He added his voice to calls for the International 
Chamber of Shipping’s $5bn research and 
development fund to provide financial support for 
greater collaboration.

Matthieu de Tugny, president of Bureau Veritas’ 
marine and offshore division, agreed that class was 
an enabler of transformation.

He said he was optimistic about the future because 
recent events had underlined the need for a 
collective approach.

The panellists agreed that people remained the 
priority across the maritime industry.

The human element should not be overlooked in the 
push for greater digitalisation, decarbonisation, and 
sustainability.

The coronavirus pandemic has turbocharged the 
uptake of digitalisation and challenged the status 
quo, they said, but it has opened certain mentalities 
that need to be changed.

“Expecting seafarers to take on a 21st-century 
digital mindset at a time of technological change 
without giving them the tools to do so is putting 
them in a very difficult position.”

Remote surveying is here to stay
WHILE the coronavirus pandemic has accelerated 
the uptake of remote surveying, work needs to be 

done to safeguard its credibility across the industry, 
according to experts.
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One in five Lloyd’s Register surveys is now done 
without attending the ship.

Remote surveyors access a variety of data sources, 
working with a range of new technologies, making 
engineering decisions and recommendations 
without physical attendance.

Lloyd’s Register’s director of marine and offshore 
Nicholas Brown said class societies are keen not to 
lose momentum after the pandemic.

The key is consistency of use, together with 
transparency and trust, he told a Capital Link 
webinar discussion.

Katy Ware, director of maritime safety and 
standards at the UK’s Maritime and Coastguard 
Agency, said it had been considering remote surveys 
for a long time.

“How do we deal with [survey] extensions beyond 
extensions? Remote surveys are part of our suite of 
capabilities,” she said, agreeing that the momentum 
given by coronavirus must not be lost.

Ralph Juhl, executive vice-president of Hafnia, 
called for more standardisation on the use of remote 
surveying.

“It is not new,” he noted. “Remote surveys have been 

part of the annual survey for some time. We were a 
little sceptical at first. We needed a follow-up with a 
physical survey.”

Mr Juhl said there would be a need for greater 
transparency if autonomous shipping were to 
become more widespread. “Remote surveying is an 
important stepping-stone.”

Reflecting on the continuing importance of physical 
surveys, Mr Brown said: “As a surveyor, the first five 
minutes on board a ship are important; you use your 
eyes and ears, you touch things, you talk to people. 
You get a very good impression of how a ship is run 
even before you get to the captain’s cabin. You do not 
get that human element with a remote survey.”

RightShip chief executive Martin Crawford-Brunt 
agreed. “It is very hard to assess morale or the safety 
culture remotely. We need to think about which 
ships we will allow remote surveying, and under 
which criteria.”

Overall, the panel concurred that experience so far 
of remote surveys had been positive.

“We engage the master, the chief engineer and the 
DPA [Designated Person Ashore] because you are 
surveying the company — including the technical 
department,” said Stamatis Bourboulis, general 
manager at Euronav Ship Management (Hellas).

Ports in Southeast Asia need $13bn 
boost to handle supply chain shift
UPGRADING Southeast Asia’s container port 
capacity to a level able to support a much-mooted 
supply chain shift will require an estimated $13bn of 
investment.

Drewry estimates that such supply chain 
diversification — which is expected to accelerate in 
the wake of the coronavirus pandemic — will 
demand an additional 30m teu of capacity across the 
region.

In addition, 24m teu of existing port capacity will 
need to be upgraded to provide a similar level of 
capability to China.

The impact of the health crisis has highlighted once 
more China’s integral and central role in the global 
supply chain, prompting companies across the 
world to seek alternative sourcing for 
manufacturing needs and reduce Chinese 
dependency.

Eleanor Hadland, a senior ports and terminals 
analyst at Drewry, said that even before the 
pandemic China-centric procurement models were 
already out of favour due to both rising costs and the 
fallout of the US-China trade war.

Southeast Asia offers potential labour cost savings 
in the range of 20%-80%, which is a “big draw”, she 
told a webinar discussion.

Although foreign investment in Southeast Asian 
port facilities has increased significantly in recent 
years, notably in Singapore, Vietnam and Indonesia, 
Ms Hadland emphasised that the opportunity for 
diversification is still limited by the available 
workforce.

“China’s huge workforce is almost two and a half 
times larger than the combined workforce of all 
major Southeast Asian economies. And this isn’t 
going to change,” she said.
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But when taking into account the amount of port 
capacity, pro rata to workforce the gap is not so big, 
according to Drewry.

Although port capacity of 267m teu in China dwarfs 
Southeast Asia’s 159m teu, China’s benchmark of teu 
port capacity per 1,000 workforce is closely aligned 
with Vietnam, Thailand and the Philippines. 
Malaysia and Singapore, though, have significantly 
more container port capacity per 1,000 workforce 
than China.

“In Malaysia, even when we excluded Tanjung 
Pelepas, the major transhipment hub in that country, 
the country still offers five times more container 
terminal capacity per 1,000 workers,” said Ms 
Hadland.

Even so, she reiterated the major stumbling block to 
this supply chain shift lay in enhancing capacity, not 
just in terms of new facilities, but bringing existing 
terminals up to scratch to meet the requirements of 
modern liner shipping, and most notably the 
handling of ultra-large containerships.

“In China there’s 40 terminals in 18 different ports 
that are capable of handling vessels with more than 

14,000 teu capacity. In Southeast Asia, however, 
there’s just 13 terminals which are concentrated in 
six ports that offer the same capability,” said Ms 
Hadland.

In addition to Drewry’s estimate of 30m teu of new 
capacity to align itself with China, upgrading as 
much as 24m teu of current capacity will also be 
required to ensure the region suitably serves the 
giant ULCs plying the east-west trade lanes, she 
explained.

“With the labour cost savings that are available it’s 
important that these aren’t eroded by inefficiencies 
in the supply chain or lack of suitable port 
infrastructure that can add to the indirect cost of 
exporters.”

Drewry forecasts that there is currently 16.5m teu of 
additional port capacity in Southeast Asia due to be 
operational by the end of 2023, although it expects 
some of the less advanced projects to face delays due 
to the impact of coronavirus. “Some of the projects 
of note in Vietnam and in western Indonesia will 
provide some of this deepwater capability the region 
so desperately needs if it’s going to be competitive 
against China.”

MARKETS

Capesize market boosted by potential 
short-term drivers
THE capesize market was sizzling once again, with 
rates soaring to six-month highs.

The market was boosted by several factors, including 
record iron ore shipments from Australia to China, 
as well as a shift in trading patterns from Canada in 
favour of longer-haul journeys.

Analysts also pointed to an increase in ore exports 
from Brazil, despite growing concern that critical 
ports may have to shut due to coronavirus.

The average weighted time charter on the Baltic 
Exchange more than doubled to $19,036 per day at 
the close on Wednesday from $9,142 a week ago, 
and $3,648 on June 1. It is the highest level seen 
since December 11, 2019.

The C3 Brazil to China route fetched $19.28 per 
tonne, while the C5 Australia to China voyage 
reached $7.75 per tonne. Both are the highest since 
December.

Restocking and strong demand from China will help 
support the recovery in iron ore trade, but a 
significant driver in the fall in earnings in May 
— Covid-19 disruptions to Brazilian supply — 
remains a key concern, Maritime Strategies 
International’s senior analyst Will Fray said.

He added that while further disruptions in Brazil 
would hamper trade for the full year, Australia has 
seemingly come through the worst of the virus, and 
the second half of the year would fare better than 
the first half.

Exports to China from Port Hedland in Western 
Australia rose to 43.2m tonnes in May, up 14% 
versus a year earlier. In the five months of this year, 
a total of almost 190m tonnes was shipped, versus 
172m tonnes in the year-earlier period, statistics 
from Pilbara Ports Authority showed.

Cleaves Securities analyst Joakim Hannisdahl said 
that capesize spot rates had a stellar week, spurred 
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by an increase in Brazilian iron ore shipments, with 
“continued strong support from Australian 
exporters”. The dry bulk market was its top pick 
within the shipping sector.

According to BIMCO’s chief shipping analyst Peter 
Sand, five to six spot fixtures per week were seen 
from Brazil on average so far this month versus one 
per week in May.

While there were a number of contributory factors to 
the recent rally, including US coal to India via the 
Suez Canal, there was no long-term support for the 
market and fundamentals had not changed 
“massively”, he said.

“With the Atlantic tonnage situation at minimal 
levels, charterers are finding themselves caught 
short,” the Baltic Exchange said in a note, explaining 
the rapid rise in rates.

Simpson Spence Young noted that a shift in 
Canadian iron ore exports away from Europe to 
long-haul destinations in East Asia was also helping 

the market. Europe accounted for about half of 
volumes shipped in May 2019.

“With an active Pacific market and fewer capes 
coming on to the market in the North Atlantic, 
ballast voyages have lengthened,” the brokerage said 
in a report. “In addition, the prospect of more 
Colombian coal stems and continued bauxite 
movements from West Africa would add to tonnage 
requirements in the Atlantic.”

As well as supporting capesize short-period rates, 
the spot physical market move has suddenly 
propelled the Forward Freight Agreements market 
higher, it noted.

Indeed, July was quoted at $20,250 at the close 
on Tuesday from $16,750 the day before, according 
to GFI broker figures, while the third quarter 
was assessed at $18,750, up from $16,450 on 
Monday.

The fourth quarter meanwhile rose by $850 to close 
at $16,800 as of end-of-day Tuesday.

Shipping continues to feel impact 
of health crisis
SHIPPING continues to face challenges across all 
sectors as a result of the impact of the coronavirus 
outbreak, according to industry leaders.

“Containers, comparatively speaking, were hit more 
than the bulkers,” said Theo Baltatzis, chief 
operating officer of Technomar Shipping, which 
manages both types of tonnage.

The boxship market had seen “a lot of early 
deliveries we did not expect” and on average ships 
were spending some weeks idle after coming off time 
charter before securing new employment, he told a 
digitial Capital Link forum panel.

Mr Baltatzis put the average drop in container vessel 
charter rates since the start of the health crisis at 
between 30% to 35%.

By contrast, none of the Technomar-managed 
bulkers stopped trading. Although the charter rates 
for the third quarter are as much as 40% down, 
expectations were improving, he said. “I believe 
bulkers will recover faster than containers.”

Following an initial “very big hit,” container line 
companies had managed through blank sailings to 
shore up container rates at reasonable levels, said 

Iraklis Prokopakis, chief operating officer of US-
listed containership owner Danaos.

But the charter market has been “collapsing,” and 
had sunk by about 35%, he said. “Gradually the 
cost-cutting measures of the container line 
companies has affected charter owners like us,” said 
Mr Prokopakis.

He said daily rates for 8,000 teu vessels that 
previously were nearer to $30,000 than $20,000 
had sunk to about $15,000 “or even less” for a vessel 
open today. Carriers were “very hesitant” to charter 
in tonnage but some were looking to take advantage 
by taking good vessels on long-term charters at very 
low rates, he added.

Panellists also shared experiences of “severe” 
operational challenges over the past few months.

Taking delivery of secondhand purchases during the 
pandemic was a “first” in Mr Prokopakis’ 40 years of 
experience.

Danaos had to agree “hybrid solutions with sellers”, 
including taking delivery only by depositing the 
purchase funds and keeping the seller’s crew on 
board until a crew change became feasible.
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In normal times, Danaos substitutes about 250-300 
crew members each quarter, the rate had dropped to 
about 50.

He said the International Maritime Organization 
and governments had been “very slow to react”, 
while uncertainty about factors such as the opening 
and closing of hub airports would likely continue to 
disrupt crew relief efforts.

In the case of a scrubber installation, the 50-day 
schedule stretched in the end to 116 days. “It was a 
very unfortunate situation,” said Mr Prokopakis. 
“Like every company, we still have substantial 
issues.”

Nicos Rescos, chief operating officer of Star Bulk 
Carriers, which has made one of the industry’s 
largest scrubber installation orders, told the forum 
of the company’s “major concern” about potential 
delays.

The final 17 vessels of 113 to be fitted with scrubbers 
had already arrived in China for the works to be 
carried out. “We were scared several times that [an 
estimated 40-50 day installation time] would be a 
multiple of that,” said Mr Rescos.

While Star Bulk was able to complete its scrubber 
programme with little delay others were “still stuck 
in the shipyards,” he said.

The 17 last installations were carried out 
without the attendance of Star Bulk head office 
personnel, “just with our Chinese 
superintendents,” he said.

All of the companies participating in the panel 
discussion reported that remote working and 
increased dependence on digital technology during 
the pandemic had proved a success, helping to 

overcome many of the challenges facing the 
industry.

“But this does not mean the human element in the 
industry has to go,” said Mr Baltatzis. Technomar’s 
core management team had not left the office during 
the crisis.

“Seeing people face-to-face is very important,” he 
said. “I am a strong supporter of human contact.”

Maran Gas Maritime, the liquefied natural gas 
carrier manager which is part of the Angelicoussis 
Shipping Group, had managed to work “100% from 
home.”

Chief executive Stavros Hatzigrigoris said that 
home-working had in any case been “the norm for us 
at weekends.”

While remote procedures were being extended to 
cargo discharging and other core functions, notably 
in Japan with so-called “contactless operation”, Mr 
Hatzigrigoris also wanted to ensure human 
interaction remains a part of shipping’s future.

“For a period, we will continue what we have been 
doing in the first months of this crisis, but I do not 
think the crisis will cease unless medicines or 
vaccines are produced,” he said.

According to George Saroglou, chief operating 
officer of Tsakos Energy Navigation, tankers had 
enjoyed a better market than other sectors.

The company had not suffered any downtime in 
terms of operations and had worked to ensure there 
were no virus cases on its fleet.

“But the crew have made sacrifices,” Mr Saroglou 
said. “It creates stresses… it creates a lot of issues.”

IN OTHER NEWS
Maersk sees volumes exceeding 
expectations in second quarter
MAERSK expects containerised 
freight volumes to be down by 
15%-18% during the second 
quarter, as the impact of the 
coronavirus pandemic takes its 
toll on demand.

But this was an improvement on 
expectations that volumes could 
fall by as much as a quarter, and 

meant it could raise its earnings 
estimate for the quarter, the 
world’s largest carrier said in a 
statement.

“Based on the market 
development, combined with 
cost measures across the 
organisation and significant 
blanked sailings in Ocean, 
Maersk expects an earnings 
before interest, tax, depreciation 

and amortisation before 
restructuring and integration 
costs for the second quarter of 
2020 slightly above the level for 
the first quarter,” it said. Maersk’s 
ebitda in the first quarter was 
$1.5bn.

Canadian ports target US Midwest 
market share
CANADA’s east coast ports of 
Montreal and Quebec are 
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continuing their development of 
new infrastructure aimed at 
capturing more discretionary 
cargo bound for the US Midwest.

The port of Montreal this week 
announced new throughput 
figures for 2019, including 1.75m 
teu overall, with Europe 
contributing 57% of the total, 
followed by Asia at 27%, South 
America with 5%, and Africa and 
Oceania at 4%.

In significant upticks, Montreal 
saw its trade with the US 
Midwest rise by 11% in 2019, 
while its growth with Asia rose by 
8% during the year — both key 
developments in the fight for 
discretionary cargo.

Throughput figures down at US 
southeast ports
THE US southeast ports of 
Virginia and Savannah have both 
been hit hard by the coronavirus 
outbreak in May, with cargo 
volumes plummeting by nearly 
double-digit percentages in both 
facilities year over year.

Virginia’s cargo dropped 22.7% in 
May, its largest year on year 
decline since the outset of the 
pandemic, with officials saying 
the downturn could last 
throughout August due to 
blanked sailings.

Virginia Port Authority chief 
executive and executive director 
John Reinhard called the drop “a 
significant loss in volume” that is 
being felt throughout his 
organisation and across the 
entire maritime industry.

Swedish Club defends 5% general 
increase
THE Swedish Club said it is not 
exempt from the pressures facing 
the P&I sector as a whole, and a 
5% general increase is necessary 
after a four-year price freeze.

The marine mutual’s managing 
director Lars Rhodin justified the 
move on account of liability 
inflation.

“We’ve had four years with no 
increases, which means basically 

an erosion of the premium, 
because you have inherent 
inflation,’’ he said.

Courts increasingly uphold freedom 
of contract in shipbuilding cases
THE desire of English courts not 
to interfere with parties’ right to 
contract on whatever terms that 
they wish, and to give practical 
effect to that agreement if 
possible, has emerged as broad 
theme in recent shipbuilding 
contract cases, according to the 
authors of the acknowledged 
leading legal textbook on the 
subject.

In the view of Haynes and Boone 
senior partner Simon Curtis, for 
example, there has been a 
continuing reluctance to allow 
shipyards to circumvent the 
extension of time provisions.

Instead, these provisions (and 
the associated notice 
requirements on the shipyard) 
have been treated as a complete 
code governing extensions of 
time.

Classified notices follow
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