Owners sail through New Year
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FEW SHIPS can have been more appropriately named. As 2003 drew to a close, the Panamax Bonanza emerged fresh from its Asian yard with a one-year timecharter to Transfield under its belt at a reported $34,000/day. Transfield itself told Fairplay that they are paying “well below” this level, but brokers at least say that $34,000/day is the going rate, the one-year period market moving steadily up from a still astonishing $30,000/day over just the last two/three weeks of 2003. From a charterer’s viewpoint, the big decision in the run-up to Christmas has been whether to fix pre- or post-holidays, fearing that the New Year will bring no relief, and that this hangover may well linger. It was the resilience of the period market that moved the Panamax sector that little bit higher as the year ended. In fact, as Fairplay went to press, broker O-J Libæk reported one year business at an unconfirmed $35,000/day, with 16-18 month hire at only a small discount of $2,000/day; incredible sums, and driven by unseasonal and unremitting demand across the board. 

As 2003 ended, much was being made of the slowdown in Chinese coal exports going to regional customers, and the possible impact on shipping demand of any substitutive imports from the likes of Australia or Indonesia. One broker told Fairplay there had been some evidence of this with some emergency tendering by Taipower, for example, and a bit more activity from the Japanese. But he was keen to point out that any new business would be replacement business, although tonne-mile demand could increase because of the additional sailing distances involved. In short, up until now at least the Pacific market does not appear to have received any significant additional support because of China’s power shortages and reduced coal exports; the dry bulk market has managed new record highs without it. However, the additional tonne-miles, and the implied aggravation of port congestion in Australia if it were to step in to supply China’s former markets, might be needed to keep markets peaking in the first few weeks of 2004.

US Gulf grain loadings were in retreat as we went to press, albeit from historically high levels, and the falling number of vessels due in the US Gulf suggests the peak here has passed. James Hall of Galbraiths told Fairplay that cargo interests point to a growing tonnage list for mid-January as a possible vent on the huge pressures supporting the market. And Hall agrees this would be expected to have some impact. Equally, he points out that the holiday season has, if anything, compounded the congestion problem (effectively adding to shipping demand) and that this may even out the effect of ships coming free in the middle of the month. In this market, he reminded Fairplay, owners are particularly bullish and are far more likely to ballast a ship than take a quick, cheap, fixture. Not that these days there is much pressure to do this. One broker told Fairplay that in early December his office was bombarded with enquiries for shifting 15,000-tonne lots of sugar out of Brazil. But there were simply no ships left. 

As this article was being written there were reportedly no ships available before 20 January. The idea of a ‘shortage of ships’ has been bandied about in other periods of market extremes, but this time it really could be true. “The point is, the last ruse for squeezing more from supply has already been tried,” one broker opined. “There are no tricks left.” As this article went to press, broking sources reported being as busy as they had been at any time in 2003, which is extraordinary for the time of year. If more confirmation of the bullish prospects for 2004 were needed, one stoic broker said he intended to forego his Boxing Day leftovers in favour of coming into the office. Just as the market looks as if it is going to ease, another round of business appears to be keeping it afloat, said the weary broker, who should at least have a decent Christmas bonus to look forward to.

