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The BDI values in 2016 – 12 Sep’18
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Between the start of 2016, and to date, the trend line of the 

lows and the highs has been in the upward direction.  The 

trend shows sustainability for the BDI.
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 China wants to stop producing ‘product’ or normal Steel and produce only high quality Steel. To 

do that you will need high grade iron ore and high grade coke, both mainly available from 

imports.

 China has slapped a ban on imports of Coal from North Korea. This was about 23 MMT during 

2016 with very low ton-mile impact. This has added to the ton-mile demand growth.

 Pollution can only be reduced by using cleaner Iron Ore, Coal and Coke via imports.

 China shut 500 MMT of coal mining capacity over 2016 & 2017. China aims to cut outdated coal 

capacity by 150 MMT in 2018. If this target is met, China will have achieved 81% of the 800 MMT 

target by end of 2018 with the deadline being end 2020.

 China has withdrawn 1,000 licenses in the iron ore mining sector during 2017.

 China has ordered, between 15 November to 15 March the following year, a 50% cut in Steel 

production and 30% cut in Aluminum production in 14 provinces every year till 2021. 

 Latest available Data points on China for 2017 & latest for 2018 (annualized):

 Iron Ore imports for 2017 up 4.9% to 1,075.3 MMT. Up to Aug’18 was 709.5 MMT (1,064.3 MMT).

 Coal imports for 2017 up 6.1% to 271.2 MMT. Up to Aug’18 was 203.3 MMT (305.0 MMT).

 Steel production for 2017 up 4.8% to 845.1 MMT. Up to Jul’18 was 530.0 MMT (908.6 MMT).

 Steel inventories for 2017 down 24.0% to 7.9 MMT. As of Aug’18 was 10.0 MMT.

 Steel exports for 2017 down 30.6% to 75.6 MMT. Up to Aug’18 was 47.3 MMT (71.0 MMT).

 China consumed more Steel in 2017, up by 9.6% to 782.7 MMT, than last year likely due to 

development of One Belt, One Road project. Up to Jul’18 was 496.3 MMT (850.8 MMT).

Is China’s Import Growth Sustainable?
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Chinese Iron Ore and Coal imports
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8M’2017: 178.0 MMT, 8M’2018: 203.3 MMT

%CHANGE: + 14.2 Y-O-Y

8M’2017: 714.4 MMT, 8M’2018: 709.5 MMT 

%CHANGE: - 0.7 Y-O-Y



Precious Shipping PCL

Chinese Soybean imports
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8M’2017: 63.4 MMT, 8M’2018: 62.0 MMT

%CHANGE: - 2.2 Y-O-Y
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Chinese Steel Production, Inventory and Exports
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8M’2017: 54.5 MMT, 8M’2018: 47.3 MMT

%CHANGE: - 13.2 Y-O-Y

7M’2017: 493.1 MMT, 7M’2018: 530.0 MMT

%CHANGE: + 7.5 Y-O-Y

8M’2017: 9.6 MMT, 8M’2018: 10.0 MMT

%CHANGE: + 4.2 Y-O-Y
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China - facts
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2010 2011 2012 2013 2014 2015 2016 2017 2018

GDP Growth Rate 10.4% 9.2% 7.8% 7.7% 7.4% 6.9% 6.7% 6.9% 6.7%^

Iron Ore Imports (m MT) 618 686 745 820 933 953 1,025 1,075 1,064**

Coal Imports (m MT) 164 182 289 322 292 204 256 271 305**

Steel Production (m MT) 626 684 709 775 813 801 807 845 909*

Steel Exports (m MT) 43 49 56 62 95 112 109 76 71*

Steel Exports %age of 

Production
6.9% 7.2% 7.9% 8.0% 11.7% 14.0% 13.5% 9.0% 7.8%*

Source: Various

^ as of FH’2018

* annualized based on figures of 7M’2018

** annualized based on figures of 8M’2018
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Industry Overview - Supply Side Analysis
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Dry Bulk Fleet as of 13
th

Sep 2018

Changes in 2018

Ship Type DWT Range (MT) Ships Av Age (yrs) Total DWT 

(m MT)

Av DWT

(MT)

% of DWT

Handysize 10,000 – 29,999 1,851 14.50 38.43 20,762 4.63%

Handymax 30,000 – 39,999 1,775 7.74 62.42 35,165 7.52%

Super Handymax 40,000 – 59,999 2,683 10.45 142.93 53,274 17.22%

Ultramax 60,000 – 69,999 861 4.75 54.17 62,915 6.53%

Panamax 70,000 – 89,999 2,175 9.16 171.84 79,007 20.70%

Capesize 90,000+ 2,021 8.13 360.38 178,317 43.41%

Total / Average 11,366 9.60 830.17 73,040 100%

Ship Type DWT Range (MT) Ships (No / %age) DWT (m MT / %age)

Handysize 10,000 – 29,999 -8 (-0.43%) -0.18 (-0.47%)

Handymax 30,000 – 39,999 +49 (+2.84%) +1.81 (+2.99%)

Super Handymax 40,000 – 59,999 -2 (-0.07%) -0.02 (-0.01%)

Ultramax 60,000 – 69,999 +54 (+6.69%) +3.40 (+6.70%)

Panamax 70,000 – 89,999 +34 (+1.59%) +2.92 (+1.73%)

Capesize 90,000+ +29 (+1.46%) +8.71 (+2.48%)

Total / Average +156 (+1.39%) +16.64 (+2.05%)

11
Source: Clarksons
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Confirmed Orders as of 13 Sep 2018 till end 2021
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Total Confirmed Orders:
2018: 12.06  m DWT   or   +1.48%

2019: 33.94  m DWT    or   +4.17%

2020: 27.86  m DWT    or   +3.42%

2021: 5.81  m DWT   or   +0.71%

Total until 2021:  79.67  m DWT    or   +9.79% {includes 64.32 m DWT or 

80.73% Gearless ships (Panamax, Capesize and VLOCs)}

Geared: 15.35 m DWT or 5.15% of existing Geared ships fleet 

Gearless: 64.32 m DWT or 12.09% of existing Gearless ships fleet

(Geared)
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Bulk Carrier Contracting (mDWT)
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Bulk Carrier Contracting (mDWT)

2015 included: 11.66 mDWT (65.0%) Gearless (Panamax, Capesize & VLOCs)

2016 included: 12.39 mDWT (93.7%) Gearless (Panamax, Capesize & VLOCs)

2017 included: 27.68 mDWT (85.6%) Gearless (Panamax, Capesize & VLOCs)

As of 13 Sep 2018 includes: 14.95 mDWT (84.0%) Gearless (Panamax, Capesize & 

VLOCs)
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Scrapping Activities by Dwt

Source : Clarksons

Younger ships (+15 yrs) being scrapped. Total scrapping was 4.8% of the existing fleet.

Total scrapping was just 3.1% of the existing fleet.
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Source : CRS/Aries 

Dry Bulk Fleet - New Buildings Projected vs Delivered

0.00

20.00

40.00

60.00

80.00

100.00

120.00

2013 2014 2015 2016 2017 2018

100.26 

74.83 

85.40 
92.96 

57.72 

34.43 

48.42 48.35 
50.17 48.25 

38.28 

20.99 
24.15

%age 

slippage in 

DWT 

47.5%

Estimated 

%age 

slippage in 

DWT 20%

%age 

slippage 

in DWT 

33.7%

%age 

slippage in 

DWT 

38%
%age 

slippage in 

DWT 

35%

%age 

slippage in 

DWT 

46%



Precious Shipping PCL

Ships Delivered & Scrapped (Jan’17 - Aug’18)
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Delivered in 8M’17 = 31.86 mDWT

Delivered in 8M’18 = 20.25 mDWT

Change = - 11.61 mDWT (- 36.4%)

Scrapped in 8M’17 = 11.09 mDWT

Scrapped in 8M’18 = 3.86 mDWT

Change = - 7.23 mDWT (- 65.2%)
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A Closer Look At A Classic Rule Of Thumb –

Putting Orderbook Figures In Context

17
Source: CRS - PSL 

Dry Bulk – 830.17* MDWT

* As of 12 Sep
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A Closer Look At A Classic Rule Of Thumb –

Putting Orderbook Figures In Context

18
Source: CRS - PSL 

Handy – 100.85* MDWT Supras/Ultras – 197.10* MDWT

* As of 12 Sep
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Annual increase in Dry Bulk Ship Supply in DWT

Year End No of ships Av Dwt Total Dwt % Change

2001 5,475 52,281 286,240,329 4.16%

2002 5,557 53,024 294,652,566 2.94%

2003 5,632 53,834 303,190,410 2.90%

2004 5,847 55,139 322,395,450 6.33%

2005 6,161 56,687 349,250,814 8.33%

2006 6,412 57,953 371,596,437 6.40%

2007 6,670 58,716 391,638,490 5.39%

2008 6,978 59,880 417,841,795 6.69%

2009 7,312 62,820 459,343,243 9.93%

2010 8,154 65,626 535,110,328 16.49%

2011 9,072 67,160 609,272,229 13.86%

2012 9,628 70,341 677,238,680 11.16%

2013 10,112 71,123 719,197,997 6.20%

2014 10,514 71,721 754,070,036 4.85%

2015 10,755 71,771 771,899,513 2.36%

2016 10,967 72,072 790,409,109 2.40%

2017 11,210 72,572 813,530,004 2.93%

2018* 836,168,190 2.78%

2019* 857,249,790 2.52%

* based on 20% slippage (actual was 12.91% until 12Sep’18) & 8 MDWT scrapping (actual was 4.35 MDWT until 12Sep’18) for 2018 and 2019 

6.09 %

7.41%

CAGR (8 years period)

Geared: 2.30% & Gearless: 3.06%

Geared: 1.09% & Gearless: 3.32%
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Annual growth increase in GDP vs Dry Bulk Demand

Year
World GDP growth (from 

IMF)
World Seaborne Dry Bulk 

Trade (billion tonne-miles)
% Change

2000 4.82 12,951.8 9.0

2001 2.46 13,169.4 1.7

2002 3.00 13,274.5 0.8

2003 4.27 14,184.0 6.9

2004 5.38 15,650.8 10.3

2005 4.86 16,667.6 6.5

2006 5.43 17,845.3 7.1

2007 5.56 18,894.6 5.9

2008 3.01 19,075.0 1.0

2009 -0.15 18,422.9 -3.4

2010 5.39 20,889.5 13.4

2011 4.27 22,203.4 6.3

2012 3.52 23,518.5 5.9

2013 3.47 24,759.5 5.3

2014 3.58 26,352.5 6.4

2015 3.45 26,562.4 0.8

2016 3.23 27,190.1 2.4

2017 3.70 28,560.0 5.0

2018(e) 3.90 29,466.9 3.2

Period (2000 – 2017)
World GDP growth 

(from IMF)

Dry Bulk Trade 
(billion tonne-miles)

% Change

Period 18 years 18 years

Average 3.85 5.06

Difference 1.15

Basis point 115

Source : IMF & Clarksons 
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Market Segmentation 2018

Index
Q2 2018

Average Index

Market 

Av. TC Rate

PSL 

Av. TC Rate

Performance 

vs

Benchmark

BHSI

(Handysize)
601 USD 8,777 USD 10,232 + 16.58%

BSI

(Supramax)
1,056 USD 11,031 USD 10,672 - 3.25%

Ultramax - USD 11,031* USD 12,142 + 10.07%

* As there is no special index for the Ultras we have compared them with the BSI

21
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"This trade war is cutting the legs out from under farmers and 

[the] White House’s ‘plan’ is to spend $12 billion on gold 

crutches? This administration’s tariffs and bailouts aren’t 

going to make America great again, they’re just going to make 

it 1929 again." 

Senator Ben Sasse (R-NE)

(CNBC – 24 July 2018)

Trump’s tariffs and it’s impact on the United States
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"After months of waging a behind-the-scenes war against President 

Trump’s trade tariffs that have escalated far beyond what business 

groups once imagined, more than 85 U.S. industry groups launched 

a coalition on 12th September to take the fight public. The launch of 

Americans for Free Trade comes as Trump increasingly warms to 

using tariffs. (The National Marine Manufacturers Association; the 

Information Technology Industry Council, includes Microsoft Corp 

and Apple; the Consumer Technology Association, whose members 

include IBM Corp and Facebook; the National Retail Federation, 

includes Amazon.com, Macy’s Inc and Walmart Inc; the Toy 

Association, includes Mattel, Hasbro Inc and Barnes & Noble)” 

Reuters – 12 Sep 18

Trump’s tariffs and it’s impact on the United States
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"Emerging Markets (EM) accounted for 59% of China’s total 

exports in 2017, beating the US (19%), the Eurozone (16%) 

and Japan (6%) combined. If a 25% tariff is placed on $200bn 

of China’s exports to the US, (as seems very likely from the 

rhetoric from Trump), China’s overall export growth could 

slow by 3.8% but this would be fully offset if export growth to 

EM grew just 1.3% faster.” 

HSBC Global Research: A Blessing in Disguise – Aug 18

Trump’s tariffs and it’s impact on China
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PSL’s reading of these Tariffs:

 Main sectors affected are dry bulk (70 MMT) and containers (10 MMT).

 In case of soybeans, the second largest US export to China in dollar value terms at

$12.3bn retaliatory tariffs from China on US Soybeans should be good for ton-mile demand

growth as the next alternate country from where China could buy approximately 100 MMT

of Soybeans annual import, would be Brazil/Argentina. Beneficial impact from tariffs!

 Total Steel exports from China to the USA in 2017 was a mere 700,000 tons. Assuming this

Steel will not be exported from China to USA it will make no difference to the amount of

Steel being produced by China in 2018 nor on its Steel exports to the rest of the world.

Steel exports from China have been falling sharply since 2017 (-30.6%).

 During the FH of 2018 total cargoes carried on PSL fleet ships was 5.91 MMT out of which

NO direct cargo was carried between USA and China or vice-versa.

Trump’s tariffs and it’s impact on Dry-Bulk Shipping
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Regulatory changes coming up in future

26

 Ballast water management - Convention entered into force on 8 September 2017. Every ship in 

international trade will be obliged to comply sometime between 8 September 2017 and 8 September 

2024.

 SOX regulations - At MEPC 70 (28 October 2016) the IMO members agreed that the 0.50% global 

sulphur cap will be implemented from 1 January 2020. 

 Scrubbers, LNG and “hybrid” fuels are all realistic options for compliance with IMO 2020. 

 Enforcement remains a critical concern, in particular on the high seas where flag states are in 

charge, as opposed to exclusive economic zones (EEZ) where enforcement is under PSC.

 NOX regulations - NOX Tier III requirements entered into force in North American ECA for ships 

constructed on or after 1 January 2016, and in the North Sea and Baltic Sea ECAs ships 

constructed on or after 1 January 2021.

 CO2 and energy efficiency - In the EU, regulations for monitoring, reporting and verification (EU 

MRV) of CO2 emissions have entered into force for all vessels above 5,000 GT sailing to or from 

European ports (1 July 2015). 2018 being the first year of reporting, the first data sets will be 

published by the EU in mid-2019.

 MEPC 69 (22 April 2016) did agree on a global mechanism for mandatory monitoring, reporting and 

verification of fuel consumption data for all ships of 5,000 GT and above. The scheme, known as the 

IMO Fuel Consumption Data Collection System (IMO DCS), was adopted at MEPC 70 (28 October 

2016), with 2019 as its first year of implementation. 
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Regulatory changes – What do they look like?
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Ballast Water 

Management Plant
Scrubber Plant

Cost: about USD 0.5 Million

Downtime: about 10 days in drydock

Cost: about USD 3 - 6 Million

Downtime: about 4-6 weeks in drydock
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What does IMO 2020 mean for ship owners?

 Should you go for scrubbers or exhaust gas cleaning systems?

 Switch to low Sulphur fuel options, including distillates?

 Switch to LNG fuel?

 Ship owners and operators should consider which fuel to use?

 Are compliant fuels available where the vessel is/will be?

 What will compliant fuels cost?

 Freight rates will increase with the increase in cost of compliant fuel.

 Bunker costs may account for 70-80% of total voyage expenses. 

 Will ship owners be able to pass those increased costs to their clients?
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What do the Oil Majors say about LSFO availability?

 ExxonMobil has said it will supply compliant LSFO at ports in Northwest 

Europe, the Mediterranean and Singapore.

 BP has announced two ‘possible’ new LSFO blends, although details are 

vague. 

 Cepsa will sell a single 0.5% LSFO at Spanish ports, and believes 0.5% 

LSFO blends will be priced around USD120-190/t above HSFO. 

 Shell plans to announce its strategy in October.

 Total has said it is “too early for us to comment on this topic. We are 

actively working on it.”
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IMO 2020 – timeline changes

 October 2016, IMO announced effective date for the reduction of marine 

fuel Sulphur will be 1st January 2020. 

 Ships will have to use marine fuels with a Sulphur content of no more than 

0.5%S against the current limit of 3.5%S.

 Emission Control Areas (ECAs) will remain at the 2015 standard of 0.1%S 

content.



Precious Shipping PCL
31

IMO 2020 – Global Sulphur limit post 1 Jan 2020
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IMO 2020 – Compliance choices for Ship Owners?
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Scrubber fitted on Existing & On Order Ships

Source : Clarksons 

557 existing ships are Scrubber 

fitted. This is just 0.59% of the 

existing fleet of 94,657 ships

429 On order ships are to be Scrubber 

fitted. Including the forward book there 

will be just 1.01% ships Scrubber fitted 

of the total fleet of 98,167 ships as of the 

end of 2023.

Only 95 (0.84%) of the existing fleet of 11,366 

Bulk Carrier ships are Scrubber fitted

Only 140 (1.17%) of the then total fleet of 11,984 

Bulk Carrier ships will be Scrubber fitted
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Engine fitted for LNG Fuel on Existing & On Order Ships

Source : Clarksons

432 existing ships are LNG fuel capable. 

This is just 0.46% of the existing fleet of 

94,657 ships

267 On order ships are to be LNG fuel capable. 

This will be just 0.71% ships will be LNG fuel 

capable of the total fleet of 98,167 ships as of 

end of 2023.

Only 3 (0.03%) of the total fleet of 11,366 Bulk 

Carrier ships are LNG fuel capable

Only 5 (0.04%) of the then total fleet of 11,984 

Bulk Carrier ships will be LNG fuel capable 
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4th & subsequent Special Surveys – Q1’19 to Q4’20

A total of 38.8 MDWT of ships will need to carry out their scheduled 4th or 

subsequent Special Survey (SS) and will need to fit the BWTS onboard.

35
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4th & subsequent Special Surveys for Geared ships 

– Q1’19 to Q4’20

A total of 14.6 MDWT of Geared ships that will need to carry out their scheduled 

4th or subsequent Special Survey (SS) and will need to fit the BWTS onboard.

36
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Regulatory Impact of LSFO from Jan’2020

By the start of 2020, there will be 71.53 MDWT or 

8.6% of existing dry bulk fleet that would be over 20 

years of age and become likely scrapping 

candidates due to expensive regulatory 

environment, the direction of BDI and scrap prices. 

By the end of 2020, this figure will reach 79.19 

MDWT or 9.6% of the existing fleet.

37
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 Try and reduce the additional cost by burning less clean oil daily.

 This can be done by slowing the speed of the ship.  

 Daily consumption would drop by between 3 to 4 MT per day per 

Knot of lower speed. 

 Most owners would reduce speed by about 2 knots.

 Assuming normal speed of say 12 knots the ship would steam 12K 

X 24 hours X 200 days = 57,600 nautical miles.  

 Reducing normal speed to say 10 Knots the ship would steam 10K 

X 24 hours X 200 days = 48,000 nautical miles.

 This results in a 16.7% reduction in available ship capacity.

 Post 1st January 2020, owners will scrap many more older ships.

 Owners will slow down their ships in a significant manner.

 Supply side will reduce further due to slow steaming and/or 

additional scrapping. 

38

What steps will Owners take post 1
st

Jan 2020?
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 2020 - a very interesting year with slow speed and scrapping of older 

ships absorbing between 8 to 12% of existing supply.

 Future environmental rules/targets like ‘minimum 50% reduction in CO2 

levels by 2050 compared to 2008’ would increase the cost of ships in the 

future and keep the supply side disciplined.

 Safety risks of new low sulphur fuels. 

 Performance of Scrubbers and their issues.

 In July 2018 IMO made it clear that there was no possibility that the legal 

date of implementation of low sulphur would be postponed.

 Existing ISO industry standards for marine fuel oils, ISO 8217, already 

addresses the new 0.5% fuel blends that will be used by many ships to 

comply in 2020. 

 ISO will provide guidance on the application of the standard to these new 

blended fuels.

 Removal of any doubt on the implementation date of the IMO 2020 rule.

 ISO standards for compliant fuels inspires confidence that the new fuels 

will be safe and compatible.

39

Implications of IMO 2020 and beyond
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 IMO has a template for ship specific implementation plans, which will be 

adopted by the Marine Environment Protection Committee in October 

2018.

 Port State Control authorities will look at the ship's implementation plan 

for compliance.

 This template will demonstrate good faith towards compliance. 

 The template will assist if compliant or compatible fuel is not available in 

every port during the first few weeks of implementation.

 ICS will provide a guide/check list for implementation shortly.

 Regional port state control organizations are planning a “letter of 

warning” information campaign aimed at shipowners to underline that 

compliance with the Sulphur cap must take place from 1 January 2020. 

 Vessels that do not comply with the regulation face detentions and 

increased inspections.

40

Implications of IMO 2020 and beyond
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Cargoes carried by PSL Ships in year 2016 & 2017

Total 12.3 MMT & 11.7 MMT of Bulk cargoes were carried 

on PSL ships in the year 2016 & 2017 respectively
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PSL Fleet

42

As of   31st Dec 2014 31st Dec 2015 31st Dec 2016 31st Dec 2017 30th Jun 2018

Number of Vessels 44 45 36 36 36

Average Age 

(Simple Avg)
10.45 years 9.78 years 5.83 years 6.28 years 6.28 years

Insured Value
USD 727.00 

Million

USD 716.90 

Million

USD 695.10 

Million

USD 673.00 

Million

USD 673.00 

Million

Book Value
USD 668.84 

Million

USD 701.03 

Million

USD 715.55 

Million

USD 717.19 

Million

USD 704.18

Million

Total DWT 1,525,054 1,628,398 1,541,244 1,585,805 1,585,805

Total LDT 345,469 367,844 343,372 350,989 350,989

Average DWT 

per Vessel
34,660 36,187 42,812 44,050 44,050
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* Loans and USD 154.62 million of debentures **  Calculated per Debt Facility Agreements 
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Inflow/Outflow

Net Cash Position before sale of investment

No of Shares held

1 IPO share value after 25 years @ 11.10 Baht / share (as of 29th June 2018) adjusted for rights, splits and bonus = 666 Baht Total 

net cash position = 1,106 Baht Returns = 13.01 times
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Investment  

(Beginning of Year)
1993(IPO) 1995 2000 2005 2010 2015

Cost of Investment (THB) 1,000 1,000 1,000 1,000 1,000 1,000

Share price (THB) 85 302 10 39.75 18.60 13.60

Shares Obtained (Nos.) 11.76 3.31 100.00 25.16 53.76 73.53

Dividends Received (THB) 7,235.29 2,003.31 29,500.00 646.54 130.11 -

Paid for Rights (THB) -1,058.83 -298.01 -4,000.00 -100.62 -107.52 -147.06

No. of Shares as at 30.06.2018 705.89 198.68 3,000.00 75.47 80.64 110.29

Value as at 30.06.2018 (THB) 14,012 3,911 58,800 1,384 918 1,077
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