
14 Markets Thursday August 19, 2010 Lloyd’s List

lloydslist.com bringing youmaritime news as it happens

CLEAN
Kuwait toUAE—DlCosmos, 35,000t,RNR,Aug26.

(Shell)
MiddleEastGulf toGizan—GreatEastern,40,000t,

RNR,Aug26. (Itochu)
MiddleEastGulf toSouthKorea—PoYangHu,

55,000t,W165,Sep01. (Shell)
MiddleEastGulf toArgentina—Vessel tobe

nominated,40,000t,RNR,Aug30. (Charterernot
reported)

MiddleEastGulf toEastAfrica—GulfRastaq,
35,000t,RNR,Aug30. (Charterernot reported)

SouthKoreatoUKContinent—NansenSpirit,
90,000t,$1,700,000 lumpsumOct01. (Charterernot
reported)

SingaporetoUKContinent—TotonnoBottiglieri,
90,000t,RNR,Sep10. (Otc)

Singaporeto Indonesia—OceanCosmos, 30,000t,
RNR,Aug17. (Charterernot reported)

Westcoast India to Japan—HighEnergy, 35,000t,

W160,Aug26. (StShipping)
Westcoast India toWestcoast India—Torm

Thames, 30,000t,RNR,Aug22. (Reliance)

DIRTY
RasTanuratoWestcoast India—Tour, 130,000t,

W85,Aug29. (Bpcl)
MiddleEastGulf to Japan—SankoQueen,265,000t,

W55,Aug26. (Idemitsu)
MiddleEastGulf toChina—XinNingYang,

265,000t,RNR,Aug28. (Unipec)
MaAhmadi toWestcoast India—PacificGarnet,

263,000t,W45,Sep01. (Ioc)
MiddleEastGulf toTaiwan—GenmarUlysses,

265,000t,W57.5,Aug29. (Formosa)
Baltic toUSAtlanticCoast—GenmarSt.Nikolas,

135,000t,RNR,Aug25. (Koch)
CaribbeantoOdessa—Seaheritage,80,000t,

$1,055,000 lumpsumAug15. (Pdv)
CaribbeantoUSGulf—Shell vessel tobe

nominated,70,000t,W112.5,Aug23. (Conoco)
CaribbeantoUSAtlanticCoast—Riga, 50,000t,

W142.5,Aug16. (Nustar)
CaribbeantoUSAtlanticCoast— IceVictory,

50,000t,W142.5,Aug15. (Nustar)
EastcoastMexicotoUSGulf—PacificPartner,

70,000t,W110,Aug21. (Conoco)
EastcoastMexicotoUSGulf—Heidmarvessel tobe

nominated,70,000t,W110,Aug19. (Shell)
Banias toUSGulf—MareAtlantic, 55,000t,W135,

Aug26. (Charterernot reported)
Greeceto Italy—FabriziaD’Amato, 30,000t,RNR,

Aug19. (Eni)
CeyhanTerminal toMediterranean—Thenamaris

vessel tobenominated,80,000t,W137.5,Aug27. (Shell)
Kozminoto Japan—ForwardFortune, 100,000t,

RNR,Sep01. (Sietco)
SingaporetoChina—MaranCapella, 130,000t,

RNR,Aug27. (Chinese)
SingaporetoSouthChina—Brizo,80,000t,

$450,000 lumpsumAug22. (Vitol)
KertehPort toeastcoastAustralia—Aetvessel tobe

nominated,80,000t,W97.5,Aug20. (Shell)
VungTautoSouthKorea—CSKValiant,80,000t,

W102.5,Aug28. (SkCorp)
WestAfrica to Jose—SksSkeena, 130,000t,RNR,

Aug29. (Trafigura)
WestAfrica toUSGulf—Nicolaos, 130,000t,W77.5,

Aug03. (Exxonmobil)
Algeria toWestcoast India—Dynacomvessel tobe

nominated,130,000t,$2,500,000 lumpsumSep01.
(Bpcl)

Tanker Fixtures

Riga: Caribbean to US Atlantic Coast,W142.5.

Handymaxes

Flood of newbuilding handymaxes to
push secondhand prices down20%

SECONDHANDprices for handymaxes are
forecast to tumble by 20% in the next two
years, as a deluge of new ships combined
with uncertain Chinese demand for bulk
commodities further depresses time
charter rates in 2010 andbeyond.

Second-half handymaxbulk carrier
earnings could also drop by asmuch as
40% from first-half levels, and fall further
in 2011, based on fresh analysis fromone
of theworld’s leading shipping banks,
DVBGroup.

The largest group of geared bulk
carriers in the global fleet, theworld’s
1,700 handymax vessels of between
40,000dwt and 60,000dwt, are viewed as
themost flexible, able to carry a range of
dry cargoes fromport facilities.

This versatilty hasmeant these ships
are viewed as less reliant on the iron ore
and coal trades than larger panamax or
capesize bulk carriers, and therefore
sheltered to a greater extent from the
market volatility that has beset larger bulk
carriers over the last two years.

But the bloated newbuilding orderbook
is nowplacing pressure on rates in both
time charter and spotmarkets in the
handymax sector.

In the first half of this year, handymax
one-year time charter rates averaged
$22,200 per day,while earnings on the spot
market averaged $25,700. Thiswasmuch
higher than average one-year time charter
rates in 2009 of $14,700 per day.

But second-half earnings in 2010will
now fall to just above these levels, and
average between $15,000-$17,000,
according toDVBGroup.

“For 2011 evenmore newbuildings than
in 2010 are expected, thus the handymax
earning capability is unfortunately
expected to reduce further,” saidDVB
Group’s Bulk CarrierMarket Outlook-
Handymax,written byResearch&
Strategic Planning’s shipping division.

Some 129 newhandymax vesssels of
7.3mdwt have entered the fleet in the first
sevenmonths of 2010, according toDVB,

with a further 275 scheduled for the rest of
the year, although somemaybe delayed.

On top of that, a further 69 handymax
newbuildings of 3.85mdwt have been
contracted in 2010.

The overall gloomier scenariowould in
turn reverse a rise in secondhand values
for five-year-old vessels, which rose from
$29m in 2009 to average $33m so far in
2010. This value has now surpassed the
price of Chinese newbuildings, nowat
$28.5m, according to brokers.

“Howeverwe believe this premiumwill
be short-lived as pressure on freight rates

because of slowing demand and
increasing supply returns to haunt
owners,” the report said.

“With a slowdownexpected in freight
earnings, handymaxprices are expected to
comeoff aswell in second-half 2010,
however on average theymay still endup
marginally higher than in 2009.

“In 2011 and 2012 asmore newbuildings
enter the market, we expect handymax
prices to pull back by about 20%.”

More than 330 bulk carrierswere sold
in the first half of 2010, including 91 of
handymax size.n

Increased chartering
competition set to hit
earnings and asset
values in next two years

MICHELLEWIESE BOCKMAN NEWYork-listed Eagle Bulk Shipping is
the third-largest owner of handymax
tonnage and one of themost affected
by any further slump in asset values,
writesMichelleWiese Bockmann.

Eagle Bulk’s fleet of 38modern
supramaxes averages 4.6 years and
most of the ships are fixed against long-
term time charters. But the company
paid $1.1bn for 26 newbuilding
supramax vessels in July 2007,which
have beenprogressively delivered since
thenwith the final ship hitting the
water in 2012.

With an average price of $42.3m
each, these vessels have each lost
$6.3m in value, and the fleet $163m in
total, based on the current price for a
prompt re-sale Chinese-built supramax
of $36m.A further 20% fall in value
over the next two years, asDVBGroup
forecasts,will shave another $189moff
total secondhandprices.

Thiswouldmean the overall fleet
wasworth $750m, far less than the
$1.1bn price tag paid three years ago.

AlthoughCosco andChina Shipping
Group are the two largest owners of
handymax tonnage, Cosco’s owned
fleet numbers 113, but has an average
age of 13 years.

This suggestsmanywere not
ordered or acquired at high prices.
China ShippingGroup’s 41 handymax
vessels are alsomore elderly,wth an
average age of 10 years.n

Eagle Bulk hit
by value drop

The 1991-built handymax product tanker Salamina: prices for secondhand handymaxes could fall by 20% in the next two years.

Maersk Tankers up
Tankers

IMPROVEDenergymarkets have seen
Maersk Tankers return to profit in the first
half of 2010, stemming the flowof red ink
that saw falling ship values and
contracting oil andproduct trades drag
the division’s 2009 losses to over $255m,
writesMichelleWeisse Bockmann.

Theworld’s largest owner of product
tankers, and the tanker armofDanish
shipping giant APMoller-Maersk, reported
a profit of $15m for the first half of 2010.

Product tanker rates declined in the
second quarter following a coldweather
first quarter boost. But crude rates
continued at “reasonable” levels, in the
second quarter the company’s said.

The gas transportationmarket also
improved. “In the gas carriermarket, very
large gas carrier rates increased
considerably throughout the second
quarter of 2010, and for the first time in 18
monthsMaersk Tankers experienced full
employment in the segment,” the interim
results said.

“However, as a result of contract
coverage, the rate increaseswere not fully
passed through toMaersk Tankers in the
second quarter of 2010.”

Revenue fell from$622m in the first half
of 2009, to $579m. But depreciation,
amortisation and impairment losseswere
lower at $107m, versus $241m for the
corresponding period in 2009.

In the first sixmonthsMaersk Tankers
also took delivery of a handysize gas
carrier, a handysize product tanker and a
small product tanker, and also sold a long
range twoproduct tanker, a very large
crude carrier and interests in two smaller
product tankers. Sales gainswere reported
at $28m.

A further two vesselswill be delivered
toMaersk in the secondhalf of 2010,with a
further 14 newbuildings to followover the
next 18months.

The tankers, offshore and other
shipping activities division, inwhich
Maersk Tanker’s figures are incorporated,
posted half-year profits of $171mon
revenues of $2.9bn, compared to $178m
and$2.6bn for sameperiod last year.

Maersk Tankers has a fleet of 272
tankers under ownership ormanagement,
including 238 product tankers, 10VLCCs,
11 very large gas carriers, and a 43-ship
orderbook.n

Middle East VLCC spot rates to stay depressed
VERY large crude carrier owners hoping
for strong fourth quarter spotmarket
earnings to balance current poor returns
may be left disappointed.

TheAugust loading programmehas
produced a relatively highnumber of
cargoes at around 110. But time charter
charter equivalent earnings in themajor
Middle East toAsia spotmarket have
hovered in the low teens, leaving brokers
doubting the sectors’ ability to return to
health in the latermonths of the year if
monthly cargo volumes show little growth.

“We’re seeing heavy cargomonths but
not seeing decent rates. I don’twant to
paint a depressing picture as these things
can change very quickly but at the
momentwepredict the back half of this
year is bad and I can’t seemuch hopenext
year aswe’ve got another big newbuilding
programme,” said one Londonbroker.

All owners canhope for is another oil
price contango to emerge, increasing
demand for VLCC floating crude storage,
or another harshwinter creating delays
and keeping ships out of the spotmarket.

So far thismonth on theBaltic
Exchange’s benchmark TD3VLCC route,
shipping 260,000 tonnes of Saudi Arabian

crude to Japan, time charter equivalent
earnings averaged $12,040 per day, down
from$19,528 in July and $56,927 in June.

This is despite the number of cargoes
available to load out of theMiddle East
staying level at around 110 crude oil stems
in both July andAugust. “The problem is
newbuildings coming into themarket
combinedwith a lot of ships coming off
floating storage,” said the broker.

Data fromanother broker, Clarksons,
shows the double-hull VLCC fleet topped a
record 489 vessels at the start of August,
up from476 in June and 451 at the start of
the year. “Things do change though and
other thanweather-related delays if the oil
price suddenly fallswe could see a lot of
VLCCs pulled into contango storage like
wedid last year,” the other broker added.

At themoment,with theAugust cargo
loading programme finished and
chartererswith early September stems
sitting back, themarket is quiet. “If the
cargoes don’t come it could get ugly
again,” said a Singapore-based broker.

Reports of two Thailand-destined
cargoes booked ontoVLCCs from the
Middle East for aroundW56had already
helped chip away at TD3 spot rates for

VLCCs

longer voyages to Japan and saw the
benchmark route slip down toW58.4
yesterday, or $20,019 per day, compared to
W60.3, or $21,809 at the start of theweek.
Rates are likely to slip belowW50 and time
charter earnings belowoperating costs of
$8,500-$9,000 for the second time in a
month, somebrokerswarned.n

VLCC EQUIV CHARTER EARNINGS
May 2010 - August 2010

Source: Baltic Exchange
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