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"Shipowners are not helping their
cause by not scranping ships

Few interviews in shipping are more entertaining or insightful than with Khalid Hashim

from Precious Shipping

ew people in shipping write more
F entertaining and insightful quarterly

reports than Khalid Hashim, the
managing director of Thai dry bulk concern,
Precious Shipping. Similarly, a chance to
catch his wry yet spot on market snapshots
on stage enlivens any shipping conference.

After what he describes as a “roller-
coaster” of 2019 for his sector, Hashim is
hopeful on the supply side when it comes to
prospects for the geared dry bulk shipping
sector heading into 2020.

For Hashim, shipping has been in the
blood for generations. His great-grandfather
was a founding director of Scindia Steam
Navigation Company. Hashim's father, the
late Moinuddin Hashim, was the chair-
man of the Indian National Shipowners’
Association. Hashim, himself, began his
career with Tolani Shipping in Mumbaiin
1978 and started Precious Shipping in 1991.

After a tortuous decade, the Precious
boss believes the limited newbuilding order-
book - just over 10% compared to the extant
fleet - has helped reduce the pressure on the
supply side of the market finally. The order-
book at the end of the third quarter stood at
90.65m dwt, nearing historically low levels.
While scrapping levels have been higher this
year compared to 2018, the number of ships
heading on their final journeys remains too
few, Hashim argues.

“Negative sentiment has started to
dissipate from the market, resulting, unfor-
tunately, in shipowners refusing to scrap
their older ships. This has allowed an overall
net fleet growth of 2.91% in the first nine
months of this year,” Hashim says. “If scrap-
ping doesn't accelerate, the Baltic Dry Index
will continue to remain very volatile, solely
dependent on what the demand side does.
In other words, shipowners are not helping
their cause by not scrapping ships, making
the recovery in 2019 and onwards slower,
extremely volatile, and totally dependent on
demand continuing to outperform.”

Looking back on the pastyearin the dry

“ Any small changes in cargo availability or supply of ships can
have an extraordinary impact on daily time charter rates’ »

bulk freight market, Hashim picks out the
capesize rollercoaster as the most pertinent
headline maker. Average daily time charter
rates for capes collapsed to $3,460 in early
April, affected by the Vale damn collapse
disaster and two back-to-back tropical
storms hitting Australia. Rates then grad-
ually recovered before leaping to $37,519 by
early September as Vale got back on track,
before they started a slow decline due to lots
of extra tonnage being added to the market
and ship speeds being increased.

“The two clear takeaways from these
time charter rate changes are supply/
demand balance has almost been reached,
and any small changes in cargo availability
or supply of ships can have an extraordinary
impact on daily time charter rates,” Hashim
says.

Coming into 2020 when IMO’s sulphur
emission regulations come into effect,
Hashim reckons ship speeds in the 10,000
to 70,000 dwt geared dry bulk sector will be
slowed to minimise the higher costs of com-
pliant low sulphur fuel 0il (LSFO) as only 4%

of ships by dwt in this sector are scheduled
to fit scrubbers.

“Any slowing down of ships reduces or
tightens the supply of ships. Besides, the
10.32% of ships older than 20-years-old that
consume more LSFO per day, as they were
designed in an era of cheap oil, will find it
increasingly difficult to get gainful employ-
ment, further tightening the already tight
supply side of ships in the geared sector,”
Hashim maintains.

“We would get a pleasant supply
side dividend starting from January 2020
onwards. With the forward orderbook in
the geared sector representing just 6.22%,
new deliveries will not be able to match
the reduction in supply due to increased
scrapping and slow steaming. The freight
market may therefore have strong enough
legs to keep running in the coming years,”
he predicts.

Precious Shipping currently owns a
fleet of 36 geared bulkers, made up of eight
ultramaxes, nine supramaxes and 19 handy
bulkers. @
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