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MARKET FOCUS

Handymax sector

TONNAGE BOOM:
There are around
340 handymaxes
of 18.5 million
dwt, equal to
31% of the exist-
ing fleet, on or-
der at shipyards
around the
world.
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oversupply fears

Analysts warn the threat of oversupply is
looming over the handymax-bulker sector.

Geoff Garfield London

Hundreds of handymax bulkers
are on order but sentiment for at
least the next couple of years re-
mains bullish.

The fear is that the euphoria of
current high freight rates will
push the global orderbook to un-
healthy levels and when the mar-
kets fall back, owners will be left
sitting on expensive tonnage
booked at premium prices.

Already around 340 handy-
maxes of 18.5 million dwt, equal
to 31% of the existing fleet, are on
order and if owners continue to
invest heavily, then oversupply in
2010 and 2011 is a real threat,
says leading German-Dutch trans-
port bank DVB. Record handymax
values could hit reverse.

But in the near-term the outlook
is good, says the bank in its latest
report on the sector.

Clarkson Research Services
guru Martin Stopford in his most
recent analysis of the buoyant
bulker markets also highlights the
contribution of China, whose

brand of capitalism has produced
“two historic years and has now
chucked in another”.

One consequence both DVB
and Stopford touch on is the sub-
sequent congestion at ports in
Australia, where Clarkson esti-
mates that 145 bulkers are wait-
ing. Around 70 are capesizes but
the main coal-trading routes for
handymaxes to Japan and India
are also out of Australia.

DVB says at some ports includ-
ing Newcastle, Australia, bulkers
are having to wait more than 20
days to load, pushing demurrage
costs up dramatically. Freight
rates have benefited.

The bank predicts that this year
global coal shipments will rise
3.6%, although handymaxes
could do even better by carrying
7.7% more for a total of 97 million
tonnes.

One reason is that total coal im-
ports to India are set to rise 17%
year-on-year up to 2011, also ty-
ing up more handymaxes on
short-haul runs from Indonesia.
The rise in handymax shipments

from Australia will be less dra-
matic.

Plenty of handymax bulkers
also trade from China and Indone-
sia to Japan, routes where there is
the potential to capitalise on the
roughly 48 million tonnes of
steam coal predicted this year.
Japan is the world’s largest im-
porter of coal.

Handymax tonnage also caters
for roughly 10% of worldwide
seaborne iron-ore trades, which in
2007 are expected to reach 799
million tonnes, up 9% on previ-
ous levels.

Shipments by handymax bulk-
ers have tracked this China-driv-
en development of the past sever-
al years. In 2002, handymaxes
carried 61 million tonnes, this
year an estimated 80 million
tonnes and by 2010 some 97 mil-
lion tonnes will be carried.

DVB says one reason is that
more handysize bulkers will be
phased out because of age.
Around 90% of handymaxes are
geared and therefore suitable for
loading and discharging in small-
er ports with inadequate infra-
structure where handysize units
are typically utilised.

On the downside, the Indian

government’s recent tax of $6.78
per tonne to reduce iron-ore ex-
ports has raised questions over fu-
ture liftings. India is responsible
for the largest number of handy-
max ore shipments in the world,
some 1,177 last year with a useful
return-leg cargo for the coal
trades.

Using raw data also from
Lloyd’s Register Fairplay, Clark-
son and MSI, DVB highlights vari-
ous trends including the swing to-
ward upsizing. More than 10
million dwt of supramax vessels,
those between 55,000 dwt and
60,000 dwt, are on order, the
equivalent of roughly 160% of ex-
isting ships of that size.

This year alone, 65 supramaxes
are scheduled for delivery and an-
other 58 in 2008.

In summary, DVB says that as of
March 2007 there are no “imme-
diate or overwhelming” signs that
freight rates and values will slide
in reaction to raw materials-ship-
ments falling short of expecta-
tions.

The fleet, which in January to-
talled roughly 1,250 ships, was
fully utilised in the second half of
2006 and the beginning of this
year.
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