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Daily Briefing
Leading maritime commerce since 1734

Wednesday May 26, 2021

China’s signal to speculators 
may well support dry bulk 
freight rates

CHINA’S RECENT COMMENTS aimed at bringing down super-hot 
commodities prices may turn out to be a blessing for the dry bulk market.

Remarks by the National Development and Reform Commission was 
seen as a warning to those taking large positions in the paper market 
for commodities ranging from iron ore to copper and steel, which had 
seen a bull run to record highs over recent weeks, according to 
Shipping Strategy.

The signal to market participants “do not stop people from trading the 
physical, but rather to curtail volumes from the futures market, the 
effect of which may be to encourage people to buy more imported 
commodities, which will help push up freight rates,” the UK-based 
consultancy’s founder Mark Williams said.

While May has been a quiet month due to various holidays around the 
world, June and July may “roar back,” he said, adding that the second 
half of the year will turn out to be busier.

The Baltic Dry Index could even breach 4,000 points, the first time in 
more than a decade, according to Mr Williams. 

US-based Breakwave Advisors said the biggest risk to the dry bulk 
rally is China’s intervention to cool the markets.

The capesize segment appears to be “the least supportive and the most 
vulnerable” to China’s clampdown on sky-high commodity prices, 
relating mostly to its steel industry, which has seen sharp increases 
this year, it said.

LEAD STORY:
China’s signal to speculators may well 
support dry bulk freight rates

WHAT TO WATCH:
China and US ‘lead tanker market 
turnaround’

ANALYSIS:
Australian firm targets carbon neutral 
methane bunker exports

India’s east coast ports brace for very 
severe cyclonic storm

MARKETS:
Yantian Port halts entry for export 
containers

European export container shortages 
set to worsen

IN OTHER NEWS:
Crew evacuated after explosion on 
X-Press Pearl

Seanergy vessel deal expands 
capesize fleet to 16

Seaspan completes $500m 
sustainability-linked bonds placement

Seanergy buoyed by rising capesize 
rates

Chinese digital logistics platform 
raises $100m



Lloyd’s List | Daily Briefing Wednesday 26th May Page 2

With more than 60% of demand coming from China, 
dry bulk remains highly dependent on the country’s 
imports, and any indication of a pull back will filter 
through to the dry bulk market in the first instance, 
it added.

“We do not believe that such an aggressive action 
will be beneficial for China, as prices will only 
increase further due to the limits in domestic 
production capacity for a lot of commodities. 
However, we cannot ignore such a scenario.”

Global steel production rose 23% to almost 170m 
tonnes in April versus the same month last year, 
according to the latest statistics from the World 
Steel Association. China’s output increased by 13% 
to almost 98m tonnes.

Peter Sand, chief shipping analyst at the largest 
shipping association BIMCO, said commodities were 
feeling the pressure of inflation from extreme 
expansionary monetary easing, particularly in the US.

“Higher commodity prices do not help anyone but 

the miners,” he said, although they cannot benefit 
hugely from the red-hot markets due to some 
supply constraints.

The higher prices are not currently correlating to 
super-charged demand, he noted.

Take iron ore, for example, which reached record 
high levels of more than $230 per tonne on the 
futures market, not because demand was strong, but 
because of lower availability.

There were also concerns of souring relations 
between China and its main supplier Australia.

In terms of coal, Chinese electricity production 
from coal is higher at present, which bodes well 
for demand at least in the short-term, Mr Sand 
said.

There may be less imports over time as domestic 
production rises and more renewables make up the 
share, which would be negative for the panamax and 
capesize demand, he added.

WHAT TO WATCH:

China and US ‘lead tanker
market turnaround’
AT LEAST one shipping analyst has called the 
bottom of the tanker market, citing rising steel 
prices alongside China’s rapid industrial 
rebound, falling global crude inventories and 
increased demand for transport fuels as travel 
rises in the US following a successful vaccine 
rollout.

The sentiments were echoed by Oslo-listed product 
tanker owner Hafnia, which reported loss-making 
first-quarter results but said signs of a recovery, 
including declining land-based inventories, were 
“pointing in the right direction”.

Strong economic growth in the US and China led 
to rising oil consumption that would boost 
demand for tankers, while trade projections 
suggested that global seaborne product demand 
would rebound in the second half, said chief 
executive Michael Skov.

Demand for most refined products was expected to 
reach pre-pandemic levels by the end of 2021, except 
for jet fuel, Hafnia indicated in an investor 
conference call.

The company posted a $15.6m loss on revenue of 
$179.3m for the quarter ending March 31 compared 
with a profit of $77.1m on earnings of $268.4m for 
the year-ago period.

New York investment bank Evercore ISI’s latest 
report upgraded the tanker segment of eight 
companies covered on May 24 and said it was time 
to call the market bottom and “go long”. Evercore 
does not cover Hafnia.

The existing risks affecting the timing and magnitude of 
the tanker recovery “are increasingly being overwhelmed 
by incremental upside”, the Evercore report said.

The rising tide of steel prices and a buoyant second-
hand market are lifting all tanker asset prices, the 
Evercore report authored by Jonathan Chappell 
noted. Although the bank has yet to revise its spot 
rate estimates, its target prices for stocks of 
companies it covers are 45% higher than before.

Hafnia, which has a fleet of 98 product tankers, 
from handysize to the largest long range two vessels, 
cited easing travel restrictions for the better demand 
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figures for gasoline and diesel. These two transport 
fuels account some 45% of oil demand.

The production of masks, medical kit, disposable 
syringes and other related equipment was also 
keeping demand strong for polypropylene, the 
company said. Polypropylene is produced by 
cracking naphtha, with shipments of this 
petrochemical dominating employment of long 
range tankers to Asia from the Middle East.

Hafnia and Evercore have cited the drawdown of the 
land-based surplus of crude and products as positive 
for tanker markets. Hafnia said crude inventories 
— which built when the global pandemic paralysed 
demand — shrank by 1.1m barrels per day over the 
last 12 months.

Evercore said the overhang had largely been 
removed.

The tanker orderbook represented 7% of the existing 
fleet, said Mr Skov, with fleet growth projected at 
2%.

An increase in building new containerships in Asia 
shipyards, triggered by record-breaking profits of 
the past nine months, was widening the time 
between order and delivery of tankers to 2023 and 
beyond, he said.

“We believe the risk of missing a large cyclical 
upturn in the (tanker) stocks is now greater than 
being a bit early,” Evercore said in its report.

ANALYSIS:

Australian firm targets carbon-neutral 
methane bunker exports
A RENEWABLE energy technology company is 
seeking to launch a renewable methane export 
industry and has identified shipping companies as 
some of the first suitable buyers.

Melbourne-based Southern Green Gas wants to 
produce 10m tonnes of methane each year by 2030, 
based on the use of green hydrogen and direct air 
capture.

Managing director Rohan Gillespie, who has worked 
at BHP and Australia’s Commonwealth Scientific 
and Industrial Research Organisation, told Lloyd’s 
List that potentially all of that supply could be used 
up by ship bunkers.

The company is seeking the first committed 
renewable methane buyers whose contracts will help 
fund the production and will give them production 
offtake rights.

“We need parties that can bring access to the 
market, bring the capital and just share the vision 
with us that extracting CO2 from the atmosphere 
can be made viable. The rest is proven 
technology,” said Mr Gillespie, adding that these 
buyers could include shipping companies, oil 
majors, commodity traders and utilities 
companies among others.

He said there is no renewable methane market 
currently and only a very small volume of 

biomethane, which is low-carbon methane based on 
biomass feedstocks, produced today.

Southern Green Gas renewable methane will be 
carbon neutral from well to wake, meaning that any 
carbon dioxide emissions from its production all the 
way to its consumption will be offset by equal CO2 
removals from the atmosphere.

Methane, CH4, consists of one carbon atom and two 
hydrogen atoms and is the dominant component of 
natural gas.

The renewable methane production is based on 
green hydrogen, which is derived by splitting 
hydrogen and oxygen atoms in water, through a 
process called electrolysis.

The oxygen is then released while the hydrogen is 
mixed with carbon dioxide extracted from the air, 
through a process called methanation, leading to the 
renewable methane.

This product can be transported through existing 
gas pipelines, exported through liquefied natural gas 
terminals and used directly in LNG ship engines.

For its direct air capture, Southern Green Gas’s 
plans to deploy small scale modular units that can 
capture 1-2 tonnes of carbon dioxide a year and that 
can be produced in Australia, according to Mr 
Gillespie.
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He said the company aims to produce several 
hundreds of thousands, even millions of these units 
as it grows.

The company is currently developing a modular 
renewable methane production demonstration plant 
with APA Group, an Australian natural gas energy 
infrastructure operator.

The plant will be based at the Wallumbilla Gas Hub, 
near Roma, in Queensland, and will produce around 
32 gigajoules of renewable methane based on 
hydrogen.

Mr Gilesspie said the demonstration project is 
halfway done. It is expected to be operational by 
the end of 2021 and the goal is to supply APA’s 
gas pipelines with the alternative fuel for up to a 
year.

“The pilot will help determine if this carbon-neutral 
process could be part of a broader green energy 
solution and examine whether APA’s pipelines are 
suitable for transportation of renewable methane,” 
APA said in its 2020 sustainability report.

The company also reported that 11% of its direct 
emissions were from fugitive emissions associated 
with natural gas pipelines.

Southern Green Gas also wants to develop a 
commercial project in Sydney near APA’s existing 
Moomba to Sydney pipeline, with a planned output 
of 30,000 tonnes of renewable methane per year and 
a modular expansion on the site to 1m tonnes per 
year.

Mr Gillespie said the company hopes to complete 
financial close on this first commercial project by 
sometime between late 2023 and early 2024. But 
that will also require long term offtake 
agreements.

If the project is successful, he expects that 80% of 
that production would go to the export market, most 
likely through the port of Gladstone, split between 
bunker fuel and utility use for power generation. The 
other 20% would be domestically consumed.

Southern Green Gas has reported that in 2020 
renewable methane production would have cost 
around $50 per gigajoule due to high green 
hydrogen production costs. It aims to bring down 

that cost to $8 per GJ by 2028 to reach price parity 
with natural gas in Easter Australia.

Mr Gillespie believes Australia is well-situated for 
the launch of the renewable methane industry due to 
its vast low cost, flat, non-arable land and the 
existing pipeline and LNG infrastructure.

“We always got into this knowing that it was going to 
result in very large export business for Australia 
potentially,” he said.

Australia exported 75m tonnes of LNG in 2019 
according to data from the International Gas Union, 
giving it 21% of the market share, the second largest 
behind Qatar.

The use of LNG as a fuel has increased over the past 
decade with major companies including CMA CGM 
and Shell committing to its long-term use.

Its proponents tout its lack of black carbon, sulphur 
or nitrogen oxide emissions, as well as its reduction 
of CO2 emissions, across the fuel’s lifecycle.

However, critics have highlighted the slip of 
unburned methane from LNG engines. Methane as a 
greenhouse gas has a much shorter life span than 
carbon dioxide but can also lead over 84 times 
greater warming over a 20-year period.

Sceptics also question whether LNG’s more 
sustainable versions, like bio-LNG and renewable 
LNG, which are still not produced at any real scale, 
can be genuine fuel alternatives in the future.

Mr Gillespie believes that much of the doubt around 
prospects of renewable LNG are due to doubts of 
direct air capture technology, which remains 
expensive. But he believes the prospect of devalued 
natural gas assets in a decarbonised world will force 
companies to get behind the technology.

“The perception that DAC is not viable is widespread 
and I think it is only going to be dispelled by some of 
these major players in the natural gas industry 
getting behind some of these DAC technologies,” he 
said.

Southern Green Gas is also separately exploring the 
capture and storage of carbon dioxide in Australia, 
in sedimentary basins in inland Australia, according 
to Mr Gillespie.
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India’s east coast ports brace 
for very severe cyclonic storm
A WEATHER system brewing off the eastern coast 
of India has halted some shipping services at ports.

Moving northwards in the Bay of Bengal, the 
depression is forecast to form a “very severe cyclonic 
storm” before intensifying and hitting the eastern 
states of West Bengal and Odisha, the India 
Meteorological Department said.

Some regions are likely to receive heavy rainfall and 
wind speeds of up to 165 kmph (102 mph), the 
weather office said. It also warned that Cyclone Yaas 
could surge up to 4 m high in coastal areas.

The storm “is very likely to move north-northwestwards, 
intensifying further into a very severe cyclonic storm 
during next 12 hours,” the department said.

It is forecast to continue to move north-
northwestwards and intensify as it nears the Bay of 
Bengal “near north Odisha and West Bengal coasts 
very close to Chandbali-Dhamra port” by early on 
Wednesday. “It is very likely to cross north Odisha-
West Bengal coasts between Paradip and Sagar 
Island around Balasore.”

The development come days after Cyclone Tauktae 
forced evacuations at west coast ports.

Ports on India’s eastern coast have advised vessels to 
vacate anchorages ahead of a cyclonic storm, which 
was expected to make landfall Wednesday.

All vessels anchored at Sandheads — a stretch of 
open sea nearly 130 km from Haldia, where there 

are docking facilities — are advised to leave 
immediately, according to shipping agency GAC.

The port has not been allowing any inward 
movements since May 24 and only departures 
can be conducted until the day-time tide of May 
25.

Paradip has also notified all vessels to move out 
from the port and secure anchorage in a safer sea 
area.

Dharma port is directing all vessels at berth to keep 
their engines ready to move out to sea at short 
notice.

The Indian ministry of petroleum and natural gas 
has taken measures to secure all oil installations in 
the sea and to bring back their shipping vessels to 
safe harbour, Prime Minister Narendra Modi said in 
a statement.

The ministry of port, shipping and waterways is also 
deploying emergency tugs and other vessels for 
rescue operations.

India’s neighbour Bangladesh, which borders West 
Bengal, has also begun evacuating its ports as 
Cyclone Yaas is expected to make landfall on 
Wednesday.

“All the agents who have vessels scheduled for 
arrival on or after May 24 are requested to postpone 
their arrival programme until a declaration from 
this authority,” Mongla port said.

MARKETS:

Yantian Port halts entry
for export containers
THE Port of Yantian said it will stop taking in loaded 
containers as congestion at the export hub in 
Southern China deteriorates.

The restriction will be implemented from 2200 hrs 
local time on May 25 to 2359 hrs on May 27 and will 
only be partly lifted afterwards for export boxes 
with their vessels expected to arrive at the port 
within the next four days.

Pickups of import or empty containers, however, will 
still be allowed over the period.

The decision was made due to “the serious delay in ship 
schedule has led to extremely high density at Yantian’s 
storage yard and has severely affected the operational 
efficiency at terminals”, a port statement said.

Schedules of vessels arriving in China have been 
partly disrupted by the pandemic-led logistics 
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bottleneck at some foreign ports, especially those in 
the US, as well as by the fallout from the Suez Canal 
blockage.

However, Yantian’s move also comes with an 
ongoing coronavirus outbreak in the port area since 
last week.

The local health authorities reported another 
infection case on Tuesday following four confirmed 
earlier. All five port workers were involved in 
handling the Panama-flagged containership OOCL 
Vancouver on May 17.

It also warned that more cases might be found in the 
coming days.

The situation has raised carriers’ concerns over a 
worsening logistics logjam at the port.

Maersk told Lloyd’s List in a statement: “We 
expect the Yantian port congestion level will 
increase due to the quarantine measures 
implemented by local authorities, contingency 

plans for service recovery will be reviewed from 
our side.”

The city’s transport bureau has asked ports, 
shipping lines and logistics companies to tighten up 
their anti-virus measures, which could lead to 
further delay in vessel calls and cargo clearance 
based on past experience.

Port sources said Yantian has ordered a 14-day 
quarantine period for vessels with crew members 
who have tested positive. The isolation will start 
from the disembarkment date of the infected 
seafarers on board.

Crew with recent travel to “high-risk” countries, 
such as India, are also requested to have a swab test 
before their vessels are allowed to dock.

Lloyd’s List has sought comments from the local 
port authorities.

Some carriers are said to have started to avoid 
Yantian to prevent further service delays.

European export container
shortages set to worsen
CONTAINER lines are still favouring loading 
empty containers for backhaul voyages ex-Europe, 
putting increasing pressure on shippers seeking 
export slots.

Pricing and availability indicators suggest that 
carriers are prioritising getting empties back to Asia 
in order to maximise yields on headhaul services 
rather than wait for less lucrative backhaul cargoes, 
according to data from container leasing platform 
Container xChange.

For shippers this has led to prices for secondhand 
containers rising despite availability indices 
pointing to higher availability of boxes in European 
hubs.

““The confluence of theoretical high availability 
and soaring prices for boxes strongly indicates that 
container lines are prioritising empty containers 
over export cargo from Europe,” said chief 
executive Johannes Schlingmeier. “There were 
signs of this even before the Suez Canal closure in 
late March.

`̀ The latest figures suggest the additional disruption 
this caused has exacerbated the situation and made 
it even harder for exporters to find empties.”

Between January and April average prices for used 
20 ft containers across Europe rose 57% from 
$1,348 to $2,119.

Container xChange’s Container Availability Index, 
in which a number above 0.5 shows more loaded 
containers entering a port than leaving, has entered 
positive territory since the start of the year.

In Hamburg, the average CAx reading this year to 
date is 0.75 compared with 0.39 in the first half of 
2020, while at Rotterdam the reading is 0.71 this 
year, compared to 0.46.

CAx readings for week 19 decreased by on average 
4.5% to values of 0.85 across dry-container sizes 
in Hamburg, 0.79 in Rotterdam, and 83.5 in 
Antwerp, indicating an ongoing surplus of 
incoming boxes.

“An increase in incoming shipping containers by 
4%-5% over the next weeks is likely to not only 
increase CAx readings but also contribute to slowly 
decreasing container prices again,” said Dr 
Schlingmeier.

“These are good times for equipment owners 
across Europe as indications are that even if 
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container prices dip slightly, scarcity will remain 
until carriers change tack and start looking for 
more backloads.

“As a result, container prices are likely to remain at 
elevated levels for some time, although we do think 
availability for exporters will improve in the coming 
months.”

IN OTHER NEWS:
Crew evacuated after explosion on 
X-Press Pearl
ALL crew on board the 2021-built,
2,700 teu X-Press Pearl (IMO:
9875343) have been evacuated
after the ongoing fire on the
vessel led to an explosion.

Lloyd’s List Intelligence’s 
casualty reporting service 
reported that the situation on the 
vessel, which is at the Colombo 
anchorage in Sri Lanka, had 
“deteriorated dramatically”.

Images taken by the Sri Lanka Air 
Force show the vessel engulfed 
in smoke, with the fire having 
spread well beyond the initial 
outbreak in bay No 2.

Seanergy vessel deal expands 
capesize fleet to 16
SEANERGY Maritime has said it 
has entered into a definitive 
agreement with an “unaffiliated” 
third party to purchase another 
vessel for its capesize fleet.

Renamed as Worldship, the 
vessel, which is fitted with a 
scrubber and a ballast water 
treatment system, will increase 
the company’s fleet to 16 
capesize bulkers.

“The addition of the MV 
Worldship to our fleet will further 
enhance our operating leverage 
as a leading pure-play capesize 

company,” said chief executive 
Stamatis Tsantanis.

Seaspan completes $500m 
sustainability-linked bonds 
placement
SEASPAN, the containership 
owner and operator, has 
completed a $500m private 
placement of senior secured 
notes that it describes as 
sustainability linked.

The company, which is wholly 
owned by US-listed Atlas Corp, 
said in a statement that the 
largest reported sustainability-
linked US private placement 
comprises $450m of senior 
secure notes. These were issued 
and sold on May 21, with another 
$50m set to be issued and sold 
on August 12.

“The private placement, placed 
with over 20 institutional 
investors within the insurance 
industry, received significant 
demand from the North American 
market and was oversubscribed, 
resulting in longer terms and 
tight credit spreads,” it said.

Seanergy buoyed by rising capesize 
rates
SEANERGY Maritime, the Greece-
based capesize bulk carrier 
owner, has posted a sharply-
reduced first-quarter loss and 
appears poised to benefit further 

as charter earnings increase 
sharply.

Nasdaq-listed Seanergy, which is 
the sole pure-play capesize 
owner stocklisted in the US, has 
acquired five modern Japanese-
built vessels so far this year at a 
cost of $134.3m but none of 
these were delivered to the 
company during the first quarter.

Seanergy posted a $1.3m net 
loss for the quarter, compared to 
a loss of $8.3m in the same 
quarter last year.

Chinese digital logistics platform 
raises $100m
YQNLink, a digital container 
logistics platform, has raised 
$100m from venture capital 
investors.

The Series D round, referring to 
the fourth stage in the seed stage 
financing cycle of a new 
business, has pushed the 
Chinese company’s valuation to 
$1bn.

The fundraising reflects the 
appetite of capital markets for 
digital solutions that might 
deliver revolutionary changes to 
the logistics sector, especially 
with the lockdown-led supply 
chain disruption.

Classified notices follow
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