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Vessels Arrive at Top China Ports with Shorter Delays in 2019

Port performance improves for inbound vessels at Shanghai, Shenzhen, and Ningbo-

Zhoushan

Christine Deibl / Victor Ho / MikRki Yuen

China Opens Its Market to Expand
Import Trade

China has been actively opening up its
market to the world to encourage imports.
China is the second largest importer in
the world, it imported goods valued over
USD1.84 trillion in 2018. During the year,
the top 5 China import partners by import

value were the European Union, ASEAN,
South Korea, Japan, and Taiwan. While

many of China’s top 10 imports by value

include bulk and specialized freight, they
also include commodities that are shipped
by containerized freight such as integrated
circuits, phone system devices, soybeans,

and liquid crystal, laser, and optical tools.

Ports Play a Key Role in Trade Flows

As companies increase containerized
shipments to China, it is critical that
China’s port infrastructure smoothly handle
incoming vessels to facilitate trade flows.
Port congestion and delayed vessels can
cause downstream impacts on cargo
reaching its final destination in China.
Knowing average delay times and trends
in delays can help shippers plan and
help carriers and terminals optimize their
operations to improve the flow of cargo.

Key Findings for Shanghai,
Shenzhen, and Ningbo-Zhoushan
Ports

e Arrival delays have been much
shortened in 2019 than in 2018

e Shenzhen had the shortest arrival
delays compared to the other two
ports

e Ningbo-Zhoushan experienced a
spike in delays over the last three
years in April, likely due to dense
fog

Import-focused Study Spanned 29
Terminals at 3 China Ports

We conducted a study leveraging
CargoSmart’s Global Vessel Voyage
Monitoring Center to analyze the number
of ocean container vessel arrivals and the
extent of vessel arrival delays at the top 3
China ports over the past three years.

We reviewed 27 ocean container
carriers’ published schedules that covered
29 container terminals at the ports of
Shanghai, Shenzhen, and Ningbo-Zhoushan
for the analysis. We then compared vessels’
estimated times of arrival (ETAs) from
the sailing schedules with actual times of
arrival detected through the Automatic
Identification System (AIS).
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Majority of Vessels Were Not Delayed or Delayed Under 24 Hours

First, we reviewed the overall number of vessel arrivals and the extent of vessel arrival
delays at the three ports from January through September 2019. Shanghai had the most vessel
arrivals with 13,647 vessels visiting the port in our study, followed by Shenzhen with 12,007,
and Ningbo-Zhoushan with 6,639. Shenzhen’s vessel arrival numbers are high compared to
Ningbo-Zhoushan in part due to Shenzhen handling a large number of feeder vessels for

domestic freight.

Next, we reviewed the vessels by the extent of their delays. Vessels that are more than a
day late can impact arrival planning for shippers, consignees, and logistics service providers.
If you know about delays in advance, you can manage the changes and reschedule truckers
that pick up cargo, labor at warehouses, and production at factories. If you are not aware of

the delays in advance, each day of delay can add significant costs to supply chains.
Overall, we found that the majority of delays at the three ports were delayed under 24

hours from the original ETA. This was the case for 61% of vessel arrivals at Shanghai, 76% of

the vessel arrivals at Shenzhen, and 63% of the vessel arrivals at Ningbo-Zhoushan.
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Vessel Arrivals (January to September 2019)

*< (argoSmart.ai

Shanghai Shenzhen Ningbo-Zhoushan

Number of vessel arrivals 13,647 12,007 6,639
Vessel arrivals (early, or

5,863 43% 7,087 59% 2,957 45%
delayed < 12 hours)
Vessel arrivals (delayed >

2,520 18% 2,093 17% 1,222 18%
12 hours and < 24 hours) ’ ’ ’
V | arrivals (delayed >

essel arrivals (delaye 5,264 39% 2,827 24% | 2,460 37%

24 hours)

Shenzhen Had Most Vessel Arrivals On-Time and Delayed Under 12 Hours

For the first nine months of 2019, 39% of the vessels visiting Shanghai arrived more than
a day after its original ETA. 18% of its vessels arrived between 12 and 24 hours after their
original ETAs. And, 43% arrived early or under 12 hours delayed from their original ETAs.
Shanghai had the highest percentage of lengthy vessel delays and the smallest percentage of
short or not delayed vessel arrivals.

Shenzhen had the greatest percentage of early or under 12 hours delayed vessel arrivals
among the three ports for the first nine months of 2019. It had the lowest percentage of
vessels among the ports of delays more than a day late.

Ningbo-Zhoushan, the port with the fewest vessel arrivals among the three ports, had a
similar performance as Shanghai. 45% of vessel arrivals arrived early or fewer than 12 hours
delayed from the original ETA. And, 37% of vessels arrived more than a day late.

Arrival Delays Have Been Significantly Shortened in 2019

Next, we reviewed vessel arrival delay trends at the three ports over the past three
years. We found that at all three ports, the monthly average vessel arrival delays were shorter
in the first nine months of 2019 than they were in 2018 and 2017. Comparing the monthly
average for each year (January through December for 2017 and 2018, and January through
September for 2019), we found that on average, delays were nine hours shorter this year
compared to last year in Shanghai, five hours shorter this year compared to last year in
Shenzhen, and eight hours shorter this year compared to last year in Ningbo-Zhoushan. Each
port has experienced improved performance this year.
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Monthly Average Delay Has Hovered Around One Day in Shanghai in 2019

From January through July 2019, the monthly average vessel arrival delay was under 24
hours in Shanghai. In August and September it increased to 27 hours.

One common reason for port congestion and vessel arrival delays in Shanghai is the
dense fog that descends upon the port in April and May each year. However, in 2019, we
did not see a peak or the prolonged delays at the port in April in May as we saw in 2017 and
2018.

<{ Cﬂ[gUSmuﬂ_ui Monthly Average Vessel Arrival Delays - Shanghai
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Copyright © 2000 - 2019 CargoSmart Limited {Incorporated in British Virgin skands with members’ limited lability).
Ml rights reserved,

Shenzhen Experienced Delay Peaks in January, April, and August

The pattern of vessel arrival delays at Shenzhen in the first nine months of 2019 have
mirrored the delays at the port in 2017. While the monthly average delays are shorter overall
in 2019 compared to the two prior years, Shenzhen has experienced peaks in delays in the
months of January, April, and August. The monthly average arrival delay has remained under
19 hours in Shenzhen.
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Ningbo-Zhoushan Had Increased Delays in April Over Last 3 Years

Ningbo-Zhoushan, located about 200 kilometers (125 miles) south of Shanghai,
experienced a jump in vessel arrival delays from March to April over the past three years,
possibly due to the fog that occurs in April. Ningbo-Zhoushan experienced its longest delays
of the year, through September, in April of 2019. Ningbo-Zhoushan had an overall average
monthly delay of 23 hours for the first nine months of 2019, similar to Shanghai. Its monthly
average delay ranged from 20 to 29 hours over the period.

"q E[]fgosmﬂrl'.ﬂi Monthly Average Vessel Arrival Delays - Ningbo and Zhoushan
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Shorter Arrival Delays in 2019 Facilitates Supply Chain Planning

While the reasons for the shorter arrival delays in 2019 are not clear, the shorter delays
at all three ports are a positive sign for managing inbound ocean containers to the ports.
Among the three ports, Shenzhen has experienced the greatest proportion of on-time vessels
while Shanghai and Ningbo-Zhoushan have kept their overall monthly average delays under
one day as of September 2019.

(Christine Deihl, Victor Ho, and Mikki Yuen: CargoSmart Limited. CargoSmart empowers
companies to digitally transform their global supply chains. Leveraging technologies including
artificial intelligence, Internet of Things, blockchain, and a deep understanding of ocean
shipping, CargoSmanrt provides innovative solutions for transportation and logistics teams
to collaborate, increase visibility, and gain insights to optimize supply chain planning and
operations.)
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IMC Group

Founded in 1966, the IMC Group comprises companies with diverse interest worldwide.

The major strategic business interests which are core to the IMC Group include the industrial
group - a leading integrated maritime and industrial solutions provider in dry bulk shipping,
industrial logistics, chemical transportation, shipyard and marine engineering, offshore assets
and services, consumer logistics and palm oil plantations.

Other IMC businesses include investments, lifestyle and real estate development, and social
enterprises.

The IMC Group is a global company with offices in China, Hong Kong, Indonesia, Singapore,
Malaysia, Vietnam, Thailand, India, Japan, Korea, Myanmatr, Philippines, South Africa, UAE and
USA.

Contacts:
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Wanchai, Hong Kong

Tel : (852) 3127-5549
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Speech by USTH at the opening of Hong Kong SAR Pavilion at

Marintec China 2019 (with photos)

3 December 2019

Raymond So Wai-man

Distinguished guests, ladies and
gentlemen,

Good morning and welcome to the
opening ceremony of the Hong Kong SAR
Pavilion.

I am honoured to be here with you
all at the Marintec China 2019, the bi-
annual signature event of the international
maritime community in Asia. This year
marks the seventh time for Hong Kong
to take part in Marintec China since 2007.
The Hong Kong Pavilion is set up by the
Hong Kong Maritime and Port Board, in
collaboration with the Hong Kong Trade
Development Council (HKTDC) and the
Hong Kong Marine Department. May I take
this opportunity to express my deepest
gratitude for the support rendered by
HKTDC, Marine Department as well as our
fellow exhibitors.

Under the National 13th Five-Year
Plan, the Central Government has pledged
support for Hong Kong to entrench its
status as an international maritime centre,
which was later reassured in the Outline
Development Plan for the Guangdong-
Hong Kong-Macao Greater Bay Area
published in February this year. As the
facilitator and promoter under the Belt
and Road Initiative and Greater Bay Area
Development, Hong Kong could serve as a

springboard for the Mainland companies to
go global and for the overseas companies
to tap into the vast China market.

When making cross-border trade,
reliable and professional support with good
reputation would definitely be the key to
success. Whether you are from overseas,
the Mainland China or Hong Kong, you can
always benefit from Hong Kong’s vibrant
maritime cluster. Hong Kong is home to
over 800 maritime services companies. This
vibrant maritime cluster offers multifarious
services covering ship management,
shipbroking and chartering, shipping
finance, marine insurance, maritime legal
and arbitration services, etc. The Hong
Kong SAR Government is by your side to
explore the business opportunities.

Indeed, the Government put no stones
unturned in further developing the high
value-added maritime services in Hong
Kong, so as to offer a more facilitating
business environment and provide wider
variety in maritime services to Mainland
and overseas enterprises. For instances, to
further develop ship leasing businesses in
Hong Kong, a new tax regime is being put
forward for qualifying ship lessors and ship
leasing managers. Also, the preparation
work for the first phase of Hong Kong
Shipping Register Regional Desks is now
in full swing, with an aim to having our

SEAVIEW 128 Issue Winter, 2019 Journal of the Institute of Seatransport 9



Regional Desks in Shanghai, London and
Singapore ready to serve in the first quarter
of 2020. The Government will continue
to work closely with the industry to
understand the industry’s need and strive to
be the one-stop shop of maritime services
for the global shipping community.

Indeed, as you all maybe aware, the
International Chamber of Shipping has just
launched its China Liaison office in Hong
Kong last month, which has reflected the
importance of the Chinese market and its
recognition to Hong Kong in performing
its role as a facilitator and promoter,

connecting China and the world.

May I once again thank all the
exhibitors, organisers and industry
representatives for all the hard work in
setting up the Hong Kong SAR Pavilion. I
wish Marintec China 2019 a great success,
and wish all of you have a very rewarding
experience in these four days. Thank you.

(Raymond So Wai-man:
The Under Secretary for Transport and
Housing, HKSAR)

The Under Secretary for Transport and
Housing, Dr Raymond So Wai-man
and the HKMPB delegation attended
Marintec China 2019 in Shanghai on
3 December 2019, Dr So (front row,
third left) is pictured with the delegates
at the Opening Ceremony of the Hong
Kong SAR Pavilion.

. The Under Secretary for Transport and
Housing, Dr Raymond So Wai-man
(fourth left) took a group photo with
VIPs at Hong Kong SAR Pavilion.
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ICSHK Column - A different view on the Dry Bulk Market

Morten Hay Ingebrigtsen

E Supply vs Demand - it's quite simple
Pacific Basin

Freight
rates Cargo data go
/ in here

Supply I Demand

| =) [

ICS HE 130un 2018 | 2
W you far st lng Rl

It is useful to start with the basics.
Measuring up supply of dry bulk ship
capacity against cargo demand and placing
the correct weight on each side of the

weight scale gets us freight rates as a result.

There is an important comment to
add to this approach. We tend to look at
supply and demand as two separate entities
i.e. they are determined independently and
then measured up against each other. I

think that is at best misleading.

What I mean is that when we measure
demand — in tonnes or tonne-miles — we
are merely counting the amount of cargo
that was carried, and for tonne-miles the
distance from load and discharge ports. As
long as the fleet is employed, the demand

becomes a function of supply, i.e the

carrying capacity. I am not suggesting that
there is a better way to measure cargo
demand but seeing it merely the sum of the
cargo being moved by ships has pitfalls.
An important exception to this observation
is when there is an excess of shipping
capacity that is laid up, but this is seldom

the case - at least these days.

Think back to 2007 when ships were
in some cases earning over $100,000 per
day and the BDI was a 5 digit number.
Don’t tell me that dry bulk demand for
transportation, i.e. what was carried that
year, was not constrained by the supply
of ships. Of course it was and if there had
been more shipping capacity available this
would have had no problem finding cargo
which would have resulted in the demand
measure being much greater than that

cargo that was in fact carried.

This observation is not meant to
dispute the fact that the price of freight is
the result of supply and demand for freight
but my point is that there is a degree
interdependence between the two and
weighing them up independently of each
other is an over simplification and can be

misleading.
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B It's a bit more complicated

1G5 HE 13 Jun 2018 3
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Changes in supply and demand can
be broken down into sub-parts. On the
supply side the most obvious are yard
deliveries, scrapping, and lastly speed.
In speed I would include not just the
movement at sea in knots but also vessels
in port, and even laid up ships which have

zero speed.

On the demand side we have cargo
volume, distance for the laden leg as
well as the ballasting that is required to
get to the next load port and lastly port
congestion. There is no need to spend
much time on this except to say that also
these elements are not independent of
each other because when freight rates
change this will affect all of the sub-parts to
a greater or lesser extent and with different
time lag, something that is often ignored.
The most obvious example is scrapping
which is largely dependent on market

strength/weakness.

These sub-parts are of course all

measurable in the past but what is the

point of doing that? We already know the
freight rates from the past. The reason for
weighing up supply and demand is surely
to form a view on the future and not the
past. But in order to do so we have a lot of
other input factors to consider — in fact so
many that figuring out the combined effect
on freight rates becomes overwhelming
even for a computer model which
struggles with feed-back loops where the
input factors are not static input data but

dependent on each other.

B It's actually beyond complicated
Pacific Basin
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We go a layer deeper by taking
a more granular view. A great number
of these input factors are also mutually
dependent on each other. If, say, the
commodity price for iron ore goes
up, Chinese steel mills will use more
domestically sourced scrap and reduce the
demand for iron ore. Less demand for iron
ore will reduce the price of iron ore and
also freight rates, making imports relatively
more attractive. One feedback loop after

another.
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If this wasn’t enough to overwhelm
the modelling required to put all of this
together into a supply and demand model
for freight rates, we have a last bit that is
called SENTIMENT. As long as freight rates
are negotiated by humans instead of being
established by a computer, sentiment, or if
you like psychology, will play an important

part and this is impossible to model.

So what is the point of all of this?
Why bother looking at supply and demand
if putting it together into a model is not
giving you the right answer? From my
point of view, an attempt at modelling
does have value but mainly through the
thinking that goes into the process and less
so the end outcome based on some sort of

mathematical analysis.

Markets work precisely BECAUSE they
can’t be predicted. That is the whole point
of having a market to determine prices.
Vernon Smith, the Economics Nobel Price
winner of 2002 admitted in his own word
“that we do not know why markets
work as they do”. Instead of pretending
that we can model supply and demand
we should instead follow the advice of
the baseball coach com philosopher Yogi
Berra who said “that you can observe a
lot by watching”. 1t sound corny but this
is where the value lies instead of relying on
some computer model doing the thinking

on your behalf.

Let’s move over to freight rates
and take a long term view over almost 5

decades.

E A long term view on the dry bulk market
Pacific Basin
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This is the BDI, or Biffex as it used to
be called, going all the way back to 1970.
The Baltic Freight Index was of course
started in 1985 but I have extended it back
to 1970 by referring to grain freight rates
from US Gulf to Continent which made up
a large share of the Baltic Freight Index
when it was introduced. Whereas this may
not be 100% accurate I suspect it works
pretty well in capturing the strength and
weakness over this 15 year period before

the freight index was introduced.

We are going to concentrate on four
key low points and pick a seven year
period around each of them. Two years
before and five years after each low point.
We are purposely ignoring the boom
period around 2007/2008 as this was
unique and unlikely to be repeated and
besides the low point in early 2009 had
more to do with the banking crisis than

shipping as such.
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B A long term view on the dry bulk market
Pacific Basin
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This is what it looks like when the
four 7-year periods are separated. To try
and make sense of this we are going to put
these four periods together by anchoring
each line around its respective low point
and use the current blue line from 2014 as
the time scale.

B Similarities around the four low points
Pacific Basin
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This then what we get.

The current 7-year period therefore
starts in January 2014 as a dark blue
line and ends with the average for June
this year. The development for the four
periods as markets declined down to their
respective low point was quite similar. We
have more of a zig-zag development for
the blue line - probably because the market
was more dependent on a single economy
- China - than in previous periods.

Also the recovery was quite similar
although the 1970s did comparatively
better. The point at which they peak is also
not too far from what we had last year in
August 2018 but after that time there has
been more spread between the four lines.
For a while it looked like 2019 was going
to be a repeat of the 1970s — perhaps the
Trade War has a similar effect as the Oil
Crisis in the mid 1970s(?), but conditions
have improved so we are thankfully no
longer tracking the 1970s.

Although it is interesting to see how
markets behave around key low points
there is of course no reason why the future
should be a repeat of the past so let’s have
a look at the supply side and we shall start
with the current orderbook and how this
relates to the fleet profile.

Dry bulk pro-forma* orderbook  * ero-formameans befare
Pacific Basin S @Xisting fleet - by sector lppoge/dstays/ric

Suprarsa flaat profile
with ordarbaok

rderhons
[ ool et

Ml%otfest o

Flont
yuar,
acpasie

-

"
.

‘ I| ||||| ' I|I|| ||I||

RUTHITRTITL vl :

SFPERROCREEEREABRSNAIAALARARY FRRERMOOPELSYREERSNARAREARAY

i

El
b

i

enarman fleet proble
with ardersask

et
1008 i et

=
Flet gune 19
olage b

wear ol
© uim ||I | .
.
: M i
NEREEEXEEEIONOIAEEREROD

Data from Clarksons Research

Werth you far fhe fong haul

Handysize first. The pro-forma
orderbook represents 5.1% of the current
fleet — this is the lowest among the four
main dry bulk sectors. I stress PRO-FORMA
as this is before the usual delays, slippages,
cancellations etc. The actual deliveries
for the early years balance 2019 and 2020
will likely be less that what the pro-forma
orderbook indicates and subsequent years
will be higher. The point to highlight is that
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the amount of handysize on order - in dwt
terms — is equal to the fleet built 1994 or
older so the current pro-forma order book
is enough to replace the fleet that is 25
years old or more.

Moving on to supra/ultramax the
orderbook is 7.6% of the fleet which
equates to the fleet that is 20 years old or
more. As we move up in vessel size the
panamax orderbook at 10.8% of the fleet
equates to the current trading fleet of 19
years and older. Finally capesize has the
largest orderbook with 15.6% of the trading
fleet which equates the fleet built up 2005
or 14 years of age.

This is all about the current pro-
forma order book but what about new

contracting?

B Contracting peaks every 3 - 4 years
Pacific Basin
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Data & forecnst fram Clorksons Research

In the year to date, using data from
Clarksons, it is pretty much as low as it gets
but how will this change going forward?
Don’t we always have periods of high
ordering following a time when this has
been low? I think there are a number of
reasons why new ordering should remain
subdued so perhaps this time the future is
really different from the past.

For a newbuilding it gets complicated
as an owner needs to think in terms of 20
to 25 years trading life after delivery. This
used to be a lot simpler. We have over the
last several decades moved up in vessel
size, gone from derricks & pontoons to
cranes & mechanical hatch covers, but the
main engine has always been based around
burning heavy fuel oil so there has not
been any element of choice for propulsion.
The choice of engine type is something
that the dry bulk shipping industry has not
had to deal with in the past.

So which is right choice of engine
when looking 20-25 years ahead? The future
may lie with LNG but fuel infrastructure
is not available for this to work today —
at last not for vessels in tramp service. Or
you could opt for a duel fuel engine that
can burn both oil and gas but this is more
expensive and the economic benefit is very
difficult to ascertain. Or you could go for a
mono-fuel engine specialised to burn MDO
which has its own benefits due to cheaper
building cost and more efficient use of
diesel but this depends on the fuel choices
available for the next 25 years. These days
there is talk of ammonia or hydrogen as
the fuel of the future but you would have
to be very brave to make that choice today.

To complicate matters even more, it
would be naive to assume that shipping
will be immune from new, not yet known,
and stricter emission regulation in the
future. If so, the new and expensive vessel
that is compliant today may become a

dinosaur tomorrow.
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The point is that the dry bulk shipping
industry is not very good at dealing with
uncertainty so the typical reaction is to do
NOTHING while waiting for more clarity
and that is exactly what is happening.
The appetite for new contracting is
constrained by a new and unprecedented
risk surrounding the choice for propulsion
technology. Being an early adopter for a
new engine technology carries significant
commercial risks and this is difficult to
combine with shipping’s moderate profit
margins.

This uncertainty around engine
technology is therefore a major change to
the past so until there is more clarity, which
will likely take time, there is a reason to
hopeful that we will not have the excessive
new ordering that has in the past been a
curse for a sustained recovery in the dry
bulk market.

B Deliveries around 4% are historically low
Pacific Basin
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This page looks at past deliveries and
what is expected to deliver this year and
next — using Clarkson’s latest forecast. The
take away here is that the recent deliveries
in 2018 and what is forecasted for this year

and next are within an historically low

range. Although we would all like it to be
lower — zero percent would be nice — there
will always be some yard deliveries so
what we can see in front of us looks more
benign than what we have had to deal with

in the past.

E Long term view on scrapping

Pacific Basin
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Duata & forecast from Chorksons Research

Scrapping is largely a function of
the freight market, much more than than
vessel age, and this decreases or increases
depending on whether the freight market
is going up or down. This can therefore be
seen as a kind of safety valve for freight
rates — working in both directions. If the
freight rates reduce, more of the older
tonnage will be scrapped and thereby
reduce the tonnage surplus whereas in
a rising market scrapping will reduce as
more ships are needed to cover cargo
demand including older ones. As we
are currently at an already low level of
scrapping — especially for vessels smaller
than capesize - it means that the ability to
further reduced scrapping and keep the
market from running away, is reduced. The
scrapping safety valve to keep freight rates
from running away is therefore now less
effective. For this year and next we have

used Clarksons’ latest published forecast.

22 SEAVIEW 128 Issue Winter, 2019 Journal of the Institute of Seatransport



E Net fleet growth is at an historically low level
Pacific Basin
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Duata & forecast from Corksons Research

Putting deliveries and scrapping
together we get net fleet growth which
since 2015 has stayed within a relatively
narrow band from +2% to +3% which is
historically low. We have in the smaller
chart split this in two pats with handysize
& supra/ultramax i.e. geared vessels on
one side and larger non geared vessels on
the other. Here it can be seen that whereas
the geared vessels had higher deliveries in
2016 and 2017 they are now lower and are
forecasted to decline further when we get
into 2020.

B A long term view on dry bulk demand (before
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Based on Clarksons Research data
here is a rough measure of dry bulk

demand, in tonnes to keep it simple, i.e.

what has been carried by dry bulk vessels,
and how this has developed since 1995.
In addition to the annual year-on-year
change there is also a 5 year average set
out. When looking beyond the annual ups
and downs we can see the 5 year average
having started at just under 3% in 1995
(i.e. capturing the average since 1991), and
peaking in 2014 at just over 7%. Since that
time it has declined and the 5-year average
is flattening out at just over 2% - a level
best described as historically low. You have
to decide for yourself if this implies future

upside or future downside.

I have also noted in red font some
key events of developments as background

to the more violent annual changes.

As mentioned to begin with, we
are not going to approach this from a
supply and demand model perspective
where these are regarded as independent
elements on a weight scale as this would
be an over simplification of the forces
that determine freight rates. Instead we
should ask ourselves where is the upside
or downside from where we are today and
how does ‘today’ stand out in context with

the past.

When looking at past freight rates,
going back all the way to 1970, we have
until now not factored in inflation or
indeed US Dollar strength and weakness.

We know that operating costs have
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increased while cost of finance (=interest
rates) are cheaper in the past as long
as you can get hold of it from shipping
banks. Applying US consumer inflation or
exchange rate differences to freight rates
can create strange result so is there a better
way to capture this? In other words, can
we find something that can we used as an
inflation- and currency-neutral yardstick for
freight rates?
The answer lies in BEER.

B Freight Index measured in beer instead of US$
Pacific Basin
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Duata from the Baftic Exchange, P8 internal aed US Lobor Dapr.

Yes ‘beer’ but not in the sense that
drinking beer it brings clarity - although
many would argue it does just that — but
the price of beer can be used as a measure
of USD inflation. Beer is easy to produce,
it has not changed — beer is still beer as it
was in the past - and there is no reason to
expect an over- or under-supply compared
to demand so the cost of bear should
reflect general inflation. As it happens the
US Department of Labor has a price index
for beer which is set out in the smaller
upper chart. This shows that in nominal
terms a half litre of beer cost USD 0.50 in
1980 whereas this has increased to USD 1.53

as an average so far in 2019. So if we apply
the price of beer to freight rates we have
created an inflation-neutral view for freight
rates with the unit of measurement being

half-litres of beer.

The BDI has always based on US
Dollar freight rates so the price data from
the US Department of Labor also works as

a currency-neutr: al measurement.

This is set out on the larger chart
with bars. In the year to date the BDI has
averaged 579 units of half litres of beer.
This is not the lowest, which was 479 in
2016, but it is not far away. What does this

tell us?

When looking at this inflation adjusted
and currency neutral chart for freight rates,
it is difficult to argue that today’s level has
much downside. Whereas it is impossible
for freight rates to decline there is surely
more upside than downside based on

where we are today.

Thank you.

* Note from Anand Sharma, Chairman,
The Institute of Chartered Shipbrokers
Hong Kong branch: Above is the text of
presentation done by Mr. Morten Hay
Ingebrigtsen for ICS Hong Kong Branch on
13th June 2019 at HKMA. The Institute of
Chartered Shipbrokers Hong Kong branch
was fully delighted to have Mr. Morten
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Ingebrigtsen as a speaker for the event.
Many thanks to Morten / Pacific Basin for

an interesting presentation.

(Morten Hay Ingebrigtsen: Director, Asset
Management of Pacific Basin

Morten has, after starting bis shipping
career with Wilh. Wilbelmsen in Oslo,
worked in Pacific Basin since 1989 in their
offices in Hong Kong, Kuala Lumpur and

presently in Bad Essen, Germany, where

he bas been based for the last few years.
Morten’s areas of expertise is Ship Sale &
Purchase and Dry Bulk Market Research
& Analysis. Morten enjoys speaking at dry
bulk shipping industry events.)

Contact :
Honorary Secretary, Hong Kong Branch
Telephone : (852) 2866 1488

E-mail : examination@ics.org.hk
Website

THE INSTITUTE OF CHARTERED SHIPBROKERS

(REPRESENTING SHIPBROKERS, AGENTS AND MANAGERS)
FOUNDED 1911 : INCORPORATED BY ROYAL CHARTER 21 JANUARY 1920/SUPPLEMENTAL CHARTER 1984

“Setting the highest standards of professional service to the
shipping industry worldwide through education and example”.

Membership Qualifying Examinations are held in Hong Kong every April.
Exemptions from some exams are available.
Distance learning support via text book and
online tutoring is available to students.
Contact the Branch to register as a student.

: www.ics.org.hk also www.ics.org.uk

FAQ : http://www.ics.org.hk/Examination 9.htm
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AMAG;

Asia Maritime Adjusting [Hong Kong

[ (L

Trading Division of TCWong Average Consulting Ltd.

Expert in law & practice of General
Average & Marine Insurance providing
claims consultancy & adjusting
services to international market on:

* General Average and Salvage
Hull and Machinery
» Particular Average
» Constructive Total Loss
» Sue & Labour Charges
» Collision Liability claims & recoveries
* Shipyards
* Loss of Hire
* Cargo
* Expert Witness work

Associates/ Correspondents:

Asia Maritime Adjusting - Shanghai

Asia Maritime Adjusting Pte Ltd. - Singapore
Rogers Wilkin Ahern LLP - Londeon

PT. Global Internusa Adjusting - Jakarta
Concord Marine - Taipei

EETHSEIFEEARCEBE
Office B, 9/F., Sai Wan Ho Plaza, 68 Shau Kei Wan Road, Hong Kong
T. 852 3996 9876; 3590 5653
E. info@averageadj.com

www.averageadj.com
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JAMES HO & CO.

Solicitor

Rm. 1403 14/F., Blissful Bldg.,
243-7 Des Voeux Rd Central,

Hong Kong
Hb
it B IRIE M E H243-7 %%
BRI 1403 %

Tel: (852) 3421 1330
Fax: (852) 3421 1339
Mobile Phone: 9034 3360
E-Mail: james.ho@yanhung.com

Contact:
James Ho, Chartered Shipbroker
LL.M.(Lond), LL.B.,F1.CS.,
M.C.I.Arb., ANZIFF (Fellow).

Practice Area: SET5 i
e Arbitration i3

* Civil litigation ENE AL T/N

e Personal Injury TAG AR

e Criminal litigation ~ JAIZ5 Fff
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COMMITTED TO.

FOR

For information about how we can help your
business, please contact:

CHRISTOPHER CHAN

Partner, Hong Kong

T +852 3983 7638

CRUMP

& C9

".....a truly independent
international practice"

www.crump-co.com.hk

E christopher.chan@hfw.com
Chris Potts or Peter Lau
1103, Jubilee Centre,
18 Fenwick Street,
LAW OFFICES Wan Chai, Hong Kong
KEESAL, YOUNG & LOGAN

A PROFESSIONAL CORPORATION

U.S. COUNSEL TO
THE MARINE TRANSPORTATION INDUSTRY

]

LONG BEACH OFFICE SAN FRANCISCO OFFICE
400 OCEANGATE 450 PACIFIC STREET
P.0.Box 1730 SAN FRANCISCO, CALIFORNIA 94133
LONG BEACH, CALIFORNIA 90801-1730 TELEPHONE: (415) 398-6000
TELEPHONE: (562)436-2000 Fax: (415)981-0136
FAX: (562)436-7416

ANCHORAGE OFFICE SEATTLE OFFICE
101 EAST SUITE 3100
9TH AVENUE, SUITE 7A 1301 FIFTH AVENUE
ANCHORAGE, ALASKA 99501-3651 SEATTLE, WASHINGTON 98101
TELEPHONE: (907) 258-4110 TELEPHONE: (206) 622-3790
FAX: (907) 277-1894 FAX: (206) 343-9529

HONG KONG OFFICE
SUITE 1603
299 QUEEN’S ROAD CENTRAL
HONG KONG
TELEPHONE: (852)2854-1718
FAX: (852)2541-6189

www.kyl.com

Celebrating over forty five years of providing comperhensive legal service to marine industry.
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Tel: +852 2537 7000
Fax: +852 2804 6615
E-mail: crumps@crumpslaw.com

Boutique Admiralty Firm with broad
and deep knowledge and experience
in transport law and civil dispute
resolution with strong network of
correspondents worldwide.

150 years ~~r~~~
(30+ years in Hong Kong)
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BRENDA CHARK & CO

Maritime Law Firm

We have successfully represented substantial or state-owned shipowners, managers,
charterers, P&I Clubs, hull underwriters and other related intermediaries in the

shipping industry. The cases that we have handled include:

Contentious Non-contentious

e Insurance covers — H&M / P&1 / FD&D e Ship Building

e Carriage of goods-damage / short or non or mis-delivery e Ship Finance

e Charterparty- demurrage / wrongful delivery / unsafe berth e Sale of ship

e Defence to personal injuries by crew / stevedores e Ship Registration
Others

* Employment Issues

e Landlords & Tenants

e Tracing of Trust Funds

* Enforcement of Awards & Judgments

e Defending claims arising from cyber crime
e Defending import & export related offences

i e E 338 SRt L 9 E& F =
OE & F, CNT Tower, 338 Hennessy Road, Wanchai, Hong Kong
Tel: (852) 3590 5620 Fax: (852) 3020 4875
E-mail: info@brendachark.com
Website: www .brendachark.com

J
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Articles Welcome

B TSR L > WA > DAL
T ERRR o SRRk AN SBHE A SE R Bl SR - By
RERIRZ > BRKAES SR AR R o

HeRaRE T2AA » #h.docJER M | o
A A U _ BRI P 250-265 5% »
TEAMNRAT R 148 1407 R HPE Gk -
BT TR TR AR T A% 608 1 5% MR R Al o

2t T DA o 3 SO R 5
BIE AL ¢ info@seatransport.org
YRS © (852) 2581 0004

E AT PR &

We aim to expand and enrich the contents of “Seaview”.
If you would like to share your thoughts or experiences
with other members, please feel free to submit an article
to the Editorial Board for consideration for publication.
Articles and materials in connection with all aspects of
sea transportation are welcome from members.

The number of words in an article should be around
1000, with soft copy in .doc format. Please mail to:
Institute of Seatransport,
Room 1407, 14/F., OTB Building,
259-265, Des Voeux Road, C. Sheung Wan, H.K.
Or GPO Box 6081, Hong Kong.

Or you may post it by e-mail to:
info@seatransport.org or
fax it to us at (852) 2581 0004

Thank you very much for your kind support.

B WAl

Guideline of Articles for Seaview

Article(s) submitted for Seaview should be:
1. Related to sea transportation;

2. Contents to meet with the theme;

3. No politics.
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HUNG YUEN PRINTING PRESS

WE DO ALL KINDS OF PRINTING MATTERS AT LOW PRICE & GOOD QUALITY:

Catalogues o
Poster, Label )
Design Services °
Computer Forms o

Q

Calendar, Paper Bags

BT AL E S 33-35 584

Brochure, Pamphlet

Shipping Documents

Offset & Digital Printing
Corporate Newsletter, Magazine

Name Cards, Letter Head & Envelopes

RIEXEHF 2E 164 O-P %

16-O-P, Block 2, Kingley Industrial Building, 33-35, Yip Kan Street, Wong Chuk Hang, H K.

Tel: (852) 2552 7008

Fax: (852) 2552 6384

E-mail: hungyuenprinting@gmail.com
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APPLICATION FORM FOR MEMBERSHIP

NAME ( Mr/ Mrs / Miss ) w4

DATE & PLACE OF BIRTH

NATIONALITY PASSPORT /L. D. NO. *H )ﬂl_
HOME ADDRESS PHOTO
HOME TELEPHONE MOBILE PHONE NO

PRINCIPAL PROFESSION PRESENTPOST

PRESENT EMPLOYER & FULL ADDRESS

DEPT. OFFICE TELEPHONE NO. FAX

# ACADEMIC / PROFESSIONAL QUALIFICATION  E-MAIL

* PREVIOUS EXPERIENCE IN SEATRANSPORT :

NAME OF COMPANY PERIOD POST
NAME OF COMPANY PERIOD POST
NAME OF COMPANY PERIOD POST
REFEREE : NAME COMPANY TEL.

CORRESPONDENCE ADDRESS OF APPLICANT

FOR OFFICIALUSE: DATE OF ACCEPTANCE GRADE

FEE___ MEMBERSHIP NO. MAILIST

DECLARATION

I, the undersigned, hereby apply for admission to membership of the Institute of Seatransport, and do agree,
if admitted, to comply with the By-laws and by any subsequent amendments and / or alternations there to which
may be made, and by any Regulations made or to be made for carrying them into effect.

SIGNATURE DATE OF APPLICATION

On completion of this form, it should be sent to “The Secretary, Institute of Seatransport, G.P.O. Box 6081, Hong Kong” together with a cheque of HK$400, payable

to “ Institute of Seatransport”. This amount is for covering the entrance fee and first Annual Subscription only and is not refundable if withdrawn by the applicant.

# Please state name, number, date and place of issue of certificate/degree, or name and membership no. of other related Institute(s) on separate sheets. Please enclose

a photocopy of your qualification if possible.

* For applicant with only commercial background, please fill in sufficient experience to cover the minimum requirements as stipulated in Articles 6.3. If insufficient

information is given, the applicant will only be graded according to Article 6.4 as Associate Member.
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CHINA MERCHANTS GROUP
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Aaon Risk Solutions

~ The marine industry is compléx, occasionally volatile, constantly evolving and presents considerable risk.
Aon’s marine expertise is unique‘in‘the-industry, providing comprehensive and flexible solutions for our
clients” global operations. Aon’s‘marine team in Asia consists of over 50 experts focused on providing risk
solutions to the marine industry. With key hubs in Singapore, Beijing, Shanghai, Hong Kong, Taipei and
Seoul, we deliver tailored marine solutions to some of the region’s largest ship owners, shipyards, ports
& terminals, manufacturers & traders and major construction projects.

Visit aon.com to learn more about Aon’s marine team.

AON

Risk. Reinsurance. Human Resources. Empower Results®





