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PETALING JAVA: Dry-bulk shipping 
seems to be heading south with the 
Baltic Dry Index (BOI), the barometer 
that gauges dry-bulk shipping rates, 
nearing record low'levels year-to
date. ne 
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x 
ws The BOI on Sept 13 was at 663 

points, close to this year's record low 
of 647 points on Feb 3. 

The current level of BOI also 
reflected a deep dive from this year's 
highest point of 1,624 points on jan 
3. 

Shipowners hope for major rebound in 4th quarter 

Weekly analysis showed that the 
BOI reached a high of 666 points on 
Sept 10 and fell to 661 on Sept 12 
before climbing to 663 points on 
Sept 13 last week. 

At 663 points, the BOI has retract
'ed 64.7% from 1,876 points a year 
ago. . 

The industry is plagued by a sup
ply glut that still cannot be absorbed 
by the current demand. 

In general. the time charter equiv
alent for all ship sizes in the industry 
- capesize, panamax, handymax and 
handysize - continues to be below 
the level that shipowners can earn 
some decent profit from their assets 
and services. 

Besides ov.ersupply, the dry-bulk 
shipping business also relies on the 
demand to transport iron ore,coal 
and various types of grains. 

To illustrate the volatility of the 
industry, the BOI pre-global eco
nomic crisis peaked at 11,793 points 
on May 20, 2008 before plunging to 
666 points on Dec 3, 2008, at the 
height of the crisis. 

Analysts do not see any light at 
the end of the tunnel for the industry 
with the gloomy economic environ
ment brought on by the eurozone 
crisis and the slowdown in China's 
economy. , 

A maritime analyst Nazery Khalid 
told StarBiz that it was encouraging 
to see the BOI had shown signs of 
recovery, albeit tentative. 

"Demand for :dry-bulk items like 
iron ore and coal is slowly recover
ing as industries re-stock their 
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inventories. 
''This has been most noticeable 

with steel mills, especially in China, 
which have started to order ir;on ore 
in some volumes. This has been the 
main factor propelling the recent 
upward momentum of the dry-bulk 
trade and its performance barome-
ter, the BOI," he said. . 

However, Nazery cautioned that 
the persistent entrance of new ton
nage of dry-bulk carriers into the 
trade was going to throw a spanner 
in the works. 

"The delivery of bulkers in the 
panamax and capesize class is espe
cially eyebrow-raising. In my opin
ion, it doesn't appear that the gla
cial-like recovery in trade can out
pace the arrival of huge new capaci
ty. 

"All it takes is for demand for key 
dry-bulk commodities like iron ore 
and coal to slow down again - say 
from the impact of a hard landing in 
China's economy and the worsening 
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TIDES 1 MONDAY ' ! TUESDAY I _ONESDAY 
Sept 17 - 23 !~ime ,Meters I Time Meters . Time Meters . 

0036 0.6 0110 0.5 0143 0.6 

PORT KLANG 1 ~ SA 0717 ' 55 0751 5.4 
0.7 338 0.6 " 1413 0.6 

1854 5.1 ' "1930 5.1 ' 2006 5.0 

0138 0.4 0218 0.3 '0252 0.3 

PORT DICKSON I ~If: 3.2 0741 3.3 0816 3.2 
0.3 1504 0.4 1540 0.5 

1928 2.8 2005 2.8 2044' 2.7 

0118 2.8 0150 ' . 2.9 0224 2.9 

KEDAH PIER I ~ • 
0.6 ' ' 0846 0.5 0923 0.6 
2.8 1402 2.8 1440 ' 2.7 

2025 0.4 20SS 0.5 2130 0.6 

0453 3.2 0528 3.2 0601 3.2 

LUMUT 1
1108 . 0.6 1144 0.6 1222 0.6 
1702 3.0 1741 3.0 1821 2.9 
2314 0.5 2351 0.5 

0522. 0.6 I 0020 3.4 0102 . 3.4 
1201 32 '. OSS9 0.8 0637 0.9 

. PASIR GUDANG 11740 . 0.8 , 1235' 3.3 1308 33 
1818 0.6 ' 1857 ' " 0.5, . 

0237 0.8 0329 0.9 0426 1.1 

KUALA 1
0912 1.9 0937 1.8 0958 1.7 

TERENGGANU 1525 0.8 1553 0.7 1623 0.6 
2127 1.8' 2218 1.9 2310 2.0 

- MIEYV KYAUJ 

of the eurozone crisis - for the 
rebound to be dampened," he said. 

Moreover, he said ' several ship
ping analysts had observed that pro
duction of iron ore was showing . 
signs of slowing. . 

"Couple this with the relentless 
arrival of newbuildings into the 
trade and you will have a double

. whammy blow to the prospect of 
_ the trade staging a convincing, sus
tained recovery in the near future," 
he said. 

According to CIMB .Research, dry
bulk shipping rates continue· to 
hover at very low levels, and ship
owners hope for a major rebound in 
the fourth quarter, similar to the last 
quarter of2011. 

"Nevej:theless, the outstanding 
question among brokers is what will 
happen to Chinese demand for iron 
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OFe in the final quarter of the year. 
"Last year's restocking at China's 

steel mills was a welcome surprise 
that salvaged some profitability for 
many cape owners by the year-end 
and pushed time charter rates up to 
around US$55,OOQ. per day for Brazil
China voyag~s and over US$30,OOO 
for trips froniAustralia," the research 
house said in a report. 

"Some small · private steel mills 
have to restock in the short term, but 
there seems to be no significant 
rebound," said CIMB Research said, 
quoting an iron ore trader in 
Shanghai. 

A Bloomberg News report on Sept 
11 quoted jeffrey Landsberg, presi
dent of . Commodore Research & 
Consulting, a.New York-based advis
er to ship o~ners, assaying the 
oversupply of vessels was no longer 
just capesizes, but was the entire 
market, putting great pressure on 
rates. 

"Overall cargo demand is 'moder
ate," he said. 

The news wire also stated that 
shipowners continued to contend 
with an oversupply of dry bulk ves
sels, according to a report from 
Michael Webber, an analyst at Wells
Fargo Securities LLC. 

The amount of bulk-commodity 
cargoes would increase by 4% this 
year to about 3.9 billion tonnes, 
according to Clarkson Pic, the world's 
largest shipbroker. 

Clarkson also anticipates that the 
ships' combined carrying capacity, 
already at a record, will grow 13% to 
about 699 million deadweight 
tonnes. 
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Ross: Private 
equity 
seriously 
interested in 
shipping 
LONDON: Wilbur Ross, whose com
pany manages about US$lObil of 
assets, said private-equity investor~ 
are increasingly interested in ship
ping after a four-year rout caused by 
a glut of capacity. 

WL Ross & Co was among inves
tors that spent US$900mil a year ago 
on 30 tankers hauling refined oil 
products. It became the largest 
shareholder last month of Navigator 
Holdings Ltd, which carries liquefied 
petroleum gas. 

Growth in. developing economies 
would drive demand for shipping, 
Ross said in an interview on Sept 
10. 

"For the first time, private equity 
is seriously interested in shipping," 
he said. "Getting to numbers in the 
billions is not a stretch. It's more a 
question of finding the right opI><W 
tunity ·set that has a low-enough 
entry point" 

The combined market value of 
145 shipping companies that are -
part of US stock indices tumbled at 
least 60% to US$137bil since May 
2008, data compiled by Bloomberg 
show. Apollo Global Management 
LLC and Blackstone Group LP are 
among private-equity firms that 
bought ve~sels in the past two 
years. 

The industry's investment in ship
ping jumped 13-fold to US$33bil 
last year, according to Marine Money 
International, a New York-based 
consultant and publisher. 

Earnings for ships hauling crude 
oil, iron ore, coal and grains ~, 
mostly below what owners need to 
break even, according to figures from 
the Baltic:; Exchange in London, which 
publishes costs along more than 50 
maritime routes. 
Own~rs are contending with fleets 

growing at least twice as fast as 
demand, based on data from London
based Clarkson PIC, the world's larg
est shipbroker. 

"It's one of the most capital-inten
sive industries I know, and yet 
uniquely it's highly fragmented," 
Ross said. "It has not become oli
gopolistic, despite being inherently 
. global and capital-intensive. We 
think that will begin to change as we 
go through this extremely traumatic 
period that we're in." 

john Fredriksen, the world's richest 
ship owner, said in interviews witb 
Bloomberg Markets magazine and 
Bloomberg News this year that the 
'industry may be close to a bottom. 

He is investing US$4bil in vessels 
to transport liquefied natural gas, 
petroleum, propane and other fuels, 
as well as US$7bil for 18 oil rigs. 

The largest crude oil tankers are 
losing US$2,480 a day when they 
ship two million-barrel cargoes of 
Saudi Arabian oil to Japan, the indus
try's benchmark route, according to 
the exchange. 

They need US$10,670 to pay run
ning expenses, a figure that excludes 
interest costs on debt, according to 
Moore Stephens International Ltd, a 
consultant that tracks expenses. 

Capesizes, ,the largest iron-ore 
carriers, are earning US$3,490 a day, 
according to the exchange. They 
need US$7,400 to cover operating 
costs, Moore Stephens estimates. -
Bloomberg 
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