SHIPPING IN THE 1980%s AS SEEN BY A TRAMP OWNER ‘@
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12 4& presumptious to say the Least fox any shipowmen to
make an unqualified prediction as to what will happen in wonld trade
when such a prediction is Zo-cover a span of ten years and in many
ways it 48 foolish for anyone to endeavour to enmeompass such a period
0f Zime as 4in the event of his prognostication proving to be comrect
this meeting will regand him as a Guw and in the event that it proves
2o be completely inconnect he will be reganded as somewhat of a fool.

To llustrate the volatility of the cunnent market in which
we find ournselves and one that in my opinion will continue for the mext
four on five yeans, there was a recent study made by a very well known
gum of London shipping consultants for a substantial Government
organization in Australia. This was quite an expensive piece of
nesearch with fonecasts covering the next §ive years for the movement
0f one of the basic raw matenials. 1t was completed in December, 1978,
and by March this year was totally out of date. The reason it became
out of date was of course the fantastic increase in the price of fuel
04L which nendered all figures supplied noughly out by 100%. With
this in mind 1 shall endeavour to paint with a broad bruush my views
for the eighties and endeavoun to highlight the factons which could
influence the market in the next ten years. '

In this modemn day and age there is a great belie§ in that
wonderful machine called the computer and undoubtedly it has a tremendous
application Zo many fonrms of industry. 1t 48 useful as a tool to the
Shipping indusiny but as a machine to assist you in caleulating variables
0f the market. 1 personally do not believe it has a great value.

Shipping has afways been a cyclical industry. 1t goes from
peaks to troughs, there are always mone troughs than there are peaks,
and to {llustrate this, in the Last 41 yearns there hove only been seven years
of shipping 'boom' which {llustrates the fact as far as tramp shippers
are concened, the Charterens have a far greaten bite of the chevy than
- do zhe shipoumens,

In the past twenty years the shipownens philosophy has been
2o build a ship, borrow the money to repay his capital invesiment over an
eight year penriod, Adeally sell the ship immediately prion to her second
dpecial suwrvey, say in year nine,and then start the roundabout again,
the profit on the investment being, in fact, the resale value of the
vessel aften year nine, it being anticipated that duning that period the
vessel would have at Least had one ox Bwo years of very good trading,
four years of indifferent Duading and three yeans 0f breakeven trading.



The majon difference between the fifties, sixties and seventies
and that of the eighties is unfortunately that the amounts of money
involved ane §an gheater than they have ever been befone.  Therefore, &
méstabe made in building a ship in, say, 1980 and trading that ship
witil 1995 (§ifteen yeans being the nonmal recognized Life o4 a ship)
is going o be an extremely costly business and unfess the night ship
48 buillt the Loss will be a substantial one.

Duning the seventies fon the §inst time in Living histony it
was formulated that a vessel was not a depreciating asset but an
appreciating asset. Ships that were built in the mid sixties, take for
example a 20,000 tonner which cost 2.8 million doflans was sobd in the
seventies fon 3% million doflans when they were ten yeans ofd.  Admittedly
the vatue of money had depreciated but as far as the book value {4
concerned the owner had made a substantial progit on his dinvestment when
he came to sell the vessel and it {s on this principle that 'Worlduide',
now the Largest private shipowner in the workd, have based their business.
1t nemains questionable however whethen this theony will be applied 1o.'the
1980's. The principal neason that 1 do not considen it can be applied 1o
the 1980's is the standarnd of ship being built today is in my opinion
considenably inferion in temms of steel than those ships buili in the
1960's and, in fact, the ships built at the end of the sixties and earnly
seventies 1 think will be found Zrading in a further fen years time.

In other wonds, they will be trading aften the fifteen year period is
neached in thein Life and after the very expensive gourth special survey.
The principal reason for this &8 that they will still be very sound
vessels,, whereas many of the modenn Lange units built in the Last two
years will be totally beyond their wonking Life at the age of fifteen
years and will only be §it for the scrapyard.

The statisticians considen that for the §inst give yearns of
the eighties world seaboine movements of all duw bulk cargoes will increase
by approximately 30% to a total of 1,385 miflion fons. At the end of
this period the give majon bulk cargoes are expected fo account for about 1
65% of the total trade, on 907 million tons. The major cargoes referred |
o will be inon ore, coal, grain, bauxite and phosphate. Using this
$igure, the statistician who specializes in shipping figures then proceeds
20 work out the ton mile transpontation nequinement for all knowm vessels
both in senwvice and already ordered and from this figure, he tries o
thanslate a trade forecast into the nrequirement for dry bulk shipping which
will be requined to cavy this substantial increase.

This type of statistical reponting 48 found in any number of
shipping periodicals. Not unnatunally these periodicals are devowred
by shipounmens and oumers' brokens the wornld over and there has been dn
necent yeans a fendency fon over ordening a specigic type of ship based
upon statistical information pushing such ships as being the grontumnenr




in any expansion of an ownens' fleet and unfontunately zhis «tendency
amongst shipownens 20 follow each othen nathen Like sheep has inevitably '
Led to a decline in thein fortunes and at the same time been of substantial
adv e to charterehs.

e To wse an old colonial expression "The Antipodes" is basically
a chanterens' manket. The exponts of Austrabia and New Zealand are
fundamentally essential 2o the economy of both countries. Neither
country has a §Leet of any substantial size, primanily due to the extremely
expensive cost of openating unden the Austratian and New Zealand flag.
This is entirely due, of couwse, o the expensive crewing in the case of
New Zealand in comparison with othen countries, and in Australia's case
the newands of thading coasBuwise have ungontunately enabled unions in
that country to ‘create a cost stweture in the operation of ships which
makes these ships uncompetitive, except in the majon container irades,

with the rest of the world.
Thus, the charterens in Australia and New Zealand are primarnily

dependent upon foreign tonnage to. transpont thein goods. Oven the Last
decade they have been bfessed, apart from seven months of 1970, and the
years of 1973 and 1974, with extremely Low §reight rates which enabled
them o sell thein goods without neally bothering to wory about the
transportation cost.. The Zranspontation cost in the eighties will, 1
believe, be a most decisive facton in the ability Zo sell one's raw
material and congining our attention to Australia and New Zealand
with the cuwvent nise in gfreight nates that have been triggened by the -:
0LL cnisis, the price of newbuildings will inevitably nise. = Add
to this the enommous demand for coal which is now spreading through the
Western Workd and indeed to some communist countnies which Austhalia, as
a major Supplier of this commodity, is well placed 2o take advantage,
4% becomes an evidence that onderly marketing will fon the next ten yeans
be an essential ingredient to the Success ful mining operation and continued
grouth in the exponts of commodities such as coal, iron ore, bauxite, ezo..
1£ &8 my belief that no Longen can the charteren in this pant
0§ the wornkd Look towands running their business on a "by guess and by
God" nature when it comes to $reight rates. - In onden to establish ondenrly
marketing, Long term contracts must be entered into. 1t is advisable
for charterens to enter into these on a codt and greight basis whmby
they control the shipping.  This means that they will have to undentahe
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retuwwm on his money, say 12%-15%.

1t is, of counse, mot twe to say that this type of marketing
has not been practised in this part of the world before. There are
within Austratia and New Zealand some very professional menchants who
have applied these principles for some yeans, notably BHP springs 1o
mind.  BHP have an established fLeet of their own to.cawy their oum
nalb matenials. They use the operating cosits of this fleet 1o set the
base nates that they are prepared to pay 2o other Australian flag
shipownens, such as the Australian National Line, Howard Smith, ete.,
who carny BHP inon ore §rom thein mines in Newcastle and Port Kembla.
They know to the Last penny what.it costs Zo nun thein oum ships and
thein chanten nates 2o othens wishing to cany their goods are confined
precisely to those figunes. Similanly the British Phosphate Commissionens
have for yeans operated centain ships on a bareboat basis and, in fact,
up to five yeans .ago oumed thein own ships. This gave them an .insight
into what §reight nates should be paid for the transpontation of phosphate
gnom Chnistmas, Naww and Ocean Islands to Austnalia and New Zealand.
With the advent of Christmas Island becoming an Australian possession
and treated as part of the Australian coastline within the tewns ¢4
. the Australian Shipping Act, it immediately behove the Phosphate
Commissionens 1o bameboat chanten tonnage with their own Australion
crews on board in orden that they had a standpoint with which o repulse
. othen Australian companies with Australian {lag Zonnage who wished Zo
panticipate in the carniage of phosphate from Chaistmas 1sland 1o
Austratia and in operating tonnage of thein own they had the perfect
counten argument to exonbitant nates Zhat.could be demanded by indigenous
Australian ownens and if they had not had This experience they would
have been faced with no effective argument fo counter such proposdals.

1t 48 in this vein therefone that 1 foresee the ginst major
change in the eighties, the substantial shippers of naw materials to the
nest of the world must take a gheaten intdrest in thein transpontation
costs and must employ specialist staff which, i not available in
Austrhalia and New Zeland, must be obtained from overseas as it 4is
essential that a thorough analysis of shipowming costs be at thein
gingentips in onder that they can Look forward to onderly marketing with
an unintevwpted cash §Low §rom the export of their produce which has

been Lacking in many aspects of the economies of both countries hitherto.

The dichards running some of the businesses in this part of
the wonld may wish to stick to the old onden and take their risk with the
ramp manket but should «they do 40, 1 feel as this fonthecoming decade
progresses they will be the Losers as they Leave themselves open 2o
manipulation.

Let us now Look at the pro's and con's of shipowning
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investments faced by a shipowner to-day. Finst of all Let us consdider

the type of ship he should build. These may roughly be d‘éuidet? as édfl

as dny butk cango is concerned, and T would hasten 2o adda.tﬁ.(:é‘pom«t'
that this entine paper 44 based upon dry cango as 1 am not sufficiently
bnowtedgeable to discuss the tanker manket in ang detail. Fiwdly

we have the 12,000 zo 15,000 fueen deck type 0§ vessel. Secondly

the 25,000 to 30,000 geared bubk canrier, goLlowed by the 50,000 o

70,000 Panamax bulk canrier, the 100,000 Zo 120,000 drny bulk cannier

ons 0B0, and Latterly the 140,000 %o 160,000 0BO.

Having established the various sizes that ane open 10 him Lo
buy on build, the shipoumer musl then considen the goflowing dominant
factons which could affect his invesiment, and these are -

1. An increase in undern developed countries national 4§lag fleets.

2. Increase An bunker cosis. '

3.  Rapidly nising wages and conditions of seagoing personnel.

4. The expansion of the workd trade as he sees it and whethen either
the source of his cargoes on the desiinations of his cangoes are
poLitically stable and whether there is any nisk of his investment
sunning aghound due Zo political upheaval.

5. Whethen he is Likely 2o be troubled by he increasing imposition of
UNCTAD's 40:40:20 code into bulk cangoes as it has atready eroded
many Liner trades. , , |

Dealing with the 12,000 to 15,000 tween decker, this I
personally feel is not an attractive ship either to build or 2o buy
wiless an owner has a semi Liner trade 4in which he can place the vessel
grom the wond go. The standarnd 12,000 o 15,000 fween deckex, such as
an SD 14 on a Freedom, will of couwnse afways be a useful workhonse but
the increase in operating costs of such ships together with the amount

of cargo that can be carrnied in nelation to the fuel consumed wilf make

the vessel increasingly Less competitive, especially if thrown into
competition with fangen ships which T feel will become inevitable. 1t
rusZ be remembered that the crew on a Freedom on an SO 14 is exactly
the same number of men as on a 26,000/27,000 tonner and theredone o
operate this sont of shipy corners must be cut. It is no Longen viable
%0 crew them with Euwropeans and the owner musi therefore change to a
§fag of convenience. In making such a step he is meutabl.y vown
against zhe ITF rates of pay, which fon a ship carnying 26 men is in
many 4nsiances just as onerous as having a European crew. It can be
argued that ownership can be disguised and an all Chinese cf:.zw fro
Hangkon? placed on beard such vessefs, however zhz tracing of a.ezu:t
Ww 0f such vessels is becoming much easier and -thw{bﬁe (

44 not _430 nun foul of the ITF, one must trade such ta:ma.ge bm;:i::’-
cawﬁ')wuwhoaz;hepmw_m&m_thavelﬁimpemm ‘




ignone requests by the ITF 2o enforce higher wages forn the crews of

such ships. This inevitably means trading between Third Wortd countries
Which immediately throws the oumen into conflict with the UNCTAD
principle and, therefone, as a shipoumen, we would not consider building
a ship of this size unless we had a specific trade in which %o place

the vessel, although again buying an ofd ship of this type at close %o
413 scnap price will always make a professional shipowner a good retumn
on his investment, providing the hull is sound, the engine {8 trouble
gree and the intention 48 2/3 yeans trading before disposal.

The 20,000 to 30,000 geared bulk carnien is, in my opinion,
and not because my company specialises in this particular size, the
old 1945 "Libenty" neplacement.

As in 1945 the Liberty cawied the whole gamut of commercial .
cangoes grom ore, coal, sugar, steel, fertilizers to timber and bagged
cargo, 40 does the 20,000 to 30,000 tonnen of to-day comply in an
identical fashion. The majority of such vessels have shallow drafis
and thereby can call at a far greater range 04 ports than Larger ships,
thein guel consumption whilst much heavien than the szandand fween
decker is propoitionately much Less in relation o the quantity of
cange carnied and oven the next ten yeans these ships should enable
ownens to obtain a fairn retwwmn for their investment, noi only a fain
retunn but a safe retwwm fon thein investment which L8 much more essential
when Looking at the vagaries of the market.

We next come Zo the Panamax type vessel, 50,000 ta 70,000
deadweight. This is probably the best invesiment gor the next Zen
yeans as taking the Hitachi on Buwmeister Wain. type of Panamax vessel,
say 60,000 ton. deadweight on a draft of 40', the vessel can fully Load
at most Australian ponts during the eighties, all major Amenican ports,
and many Asian ponts. Thus there is a genuine flexibility which the
next size, the 110,000 to 120,000 Zonnens do not have but perhaps more
Ampontant, ﬂlepnobwnsﬁw.tamt&ybu‘aumxhzhecumntou
onisis are much mone amply iLlustrated with this vessel than with any
othenr. : .
The ofd adage that consumption of oil varies as the cube of
the speed is never mone truly illustrated than by this vessel. The
design speed of a Hitachi on Buumeister Wain Panamax &8 15 knois on 55
tons of oil. At 14 hnots they bunn 45 tons of oil and at 13% knots
they bumn 33 tons of 0il. Buwing 33 tons of oil a day with a payload
0f 58,000 deadweight tons of cargo they are buwming the same amount of
0il that a good 27,000 tonner will bumn, In fact probably a fon or a
ton . and a hald Less and thus, this particuban ship i a:mone exciting
prospect fon, as will be mentioned Laten in this paper, the oil pwblem
4is Likely 2o be exacenbated nather than relieved duning the decade.
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The deterning factor about building a ship of this nature : ,
is the cost. The cost of building a Panamax during the eighties, or |
the finst Bwo years of the eighties, will probably vary between
425,000,000 and $27,000,000.  In onden Zo pay this type 0f vessel off
in, say, 10 to 12 years the break even rate would have Zo be of the
onden of $12,000 to $14,000 a day. T musl stness that these are
rough figures as when wiiting this paper 1 had no access to the fgigures
within my own onganization and have menely apptied a rube of thumb 2o
such costs, but translating this into something that can be understood.

The freight for a cargo of coal from, say, Porl Kembla 2o Ewwpe would
have to be of the osider of $24.00 %o $25.00 FI10 in onden to achieve
this daily nate. This companes with rates paid Lasi year of $12.00

a ton and the yean befone $9.00 zo $10.00 a ton. 1t can be angued
that such a price nise 48 inevitable because of the tremendous rise
thene has been in oil prices, however, a market sfump which would heduce
this eanning capacity would place a great strain on the cash {Low of
any owner, especially if he owned 3 or 4 such units, all of which were
operating on the open markei and not tied in some ways 2o contrhacts.

In taking contracts with this type of ship with the present
heavy escalation in pont charges and crew wages, the wise &hipownen
would probably wish to contract his vessel for three years and at the
end 0§ that period re-negotiate nates for a similar period unless he can,
Like the average Australian minen, place a complete set of escalated
nates oven the peniod of the ship's Life to cover such rises, say an
incnease in greight nate of 103 a year.

The next size of vessel open 1o the shipowner is the 110,000
20 120,000 straight duy bulk carnien on 0BO. This 4is a size of vessel
which has not enjoyed a good market in previous yeand, with the exception
0f those owned by the Japanese shipowners, but in the case 04 the Japanese
shipownens thein fortunes are completely tied to those of the Japanese
steel mills and where we spoke earfien in’ this paper of orderly markeling,
the Japanese Long ago contracted vessels on. a consecutive basis 2o nun,
for example, between Austrabia and Japan with iron ore on Brazif and
Japan with iron one on a consecutive voyage basis for up to ten year
periods with escalation costs included to cover increases in wages and
port charges. This enabled them to have a guaranteed base price for
thein steel over a decade, they could plan expansion of thein steel mills
and they knew that they could Land goods in the form of finished steel |
products in any country in the world at a more on Less fixed price.
| A vessel of this size again cannies no more crew than a

27,000 tonner and, therefore, by and Lange, there is a much Lower ratio
operating cosis o cavuing capacity for this type of ship than for the
smallen vessels, This size of vessel has in the past twelve months
become the standard type of ship in which Shefl 0it Company have




concentrated thein coal thanspontation grom Austratid and South Africa
£0 what will be

20 Ewwpe and this in itsebf is a guide, 4n my oplndan, ,
foLlowed by successive exponters.of coal on bauxite. In A M
ht duy cargo ship

0BO the cost is substantially increased over a 44144l '
but there is the advantage in an 0BO o4 having segnegated balladt tanks

in this type of ship which, hopefully, will enable the vessel to comply
with the changing oil nregulations demanding segnegated ballast tanks
0 endble the vessel 1o trade as a tanken when the market pemits the
switch of duy cargo to. 0il.

1t must be remembened, however, that the tanker nole of the
0B0 is neally very much a gambfe on the United States insofar as these
ships with a nefatively shallow draft suit the American seaboand which
does not have any real deep water ports, however, these ships are nol
competitive against true tankers of the VLCC size nunning from the
Ponsian Gulf to Ewrope. | ' '

The classic nole that these ships played three or four years
ago was in the canviage of ol from the Persian Gulf to Brazil then a
§ull cargo of iron ore Brazil to Japan theneagter ballasi Pension Gulf
10 nepeat, howeven, the oil imports Persian Gul§/Brazil are all canried
in Brazilian f{lag vessels and similan situations have ocawued in the
othen combination thades that nendened the 100,000 2o 120,000 Lon 08B0
neally congined to the canriage of duy cargoe with the owner gambling on
at Least some period duning the vessel's Lifetime, the oil market
presenting an opportunity where she can-canry oil 2o ginancial advantage.

Having {solated principal types of vessel 1 envisage will be
built during the eighties, we must now Look at the means of propulsion
for these vessels. There &8 no doubt that technology will improve the
atready efficient standard marnine diesel engine. No doubt further
tochnical advances will be made duning the eighties 1o nreduce fuel
consumption whilst maintaining the same power output, and shipowners
1 think will continue to opt for engines that are well tried and well
proved, such as the Sulzen diesel engine and the MAN diesel engine
which are basically "stow" speed diesel engines as against modemn trends
in the Last five yeans where there has been an effort by engine buildens
10 sell shipownens medium speed diesel engines which upon the face of it
have many exciting features as you have fwo engines side by side working
044 the same screw shaft, the theony being that one engine will maintain
the vessel's speed at 15 knots while the other one may be taken down and
maintenance cawied out, pistons drawn and that sort of thing, thereby.
enabling maintenance to be performed at sea by the engine room staff.
Haoe.vug, we can vouch that this engine {8 not a satisfactory answer.




We had the misfontune to install a Britlsh bullt medium speed engdne
in eight of oun ships 4n 1970,  The engine had not been widely trled
and as a nesult of this advanced technology and innovation we found
owselues with the nather unpalatable prospect of having to re-engine
elght ships at no _Ama.u cost. The fact that we Leanned this Lesson
is one thing but the publicity that has also swvwunded others that
have built medium speed dicsel engines of a similan nature have been
given wide circulation and shipowners are unlihely to contemplate
opting for a means of propulsion that has not been tled and proved.

We now come to the §inst of the great innovations that 1
considen will Zake place in the elghties and that 44 the retwmn to the
ofd coal bumenr. With oil becoming scarcer and increasingly more
expensive, centain trades do have the opportunity fo retwwn %o steam
propulsion with coal §iring. To you this may sound a netrograde step
a5 the Last coal bwwmers wene really pensioned off &n the early 1950's.
Howeven, sunprisingly enough, Australia up until 1968 operated iwo
coal buwens on the Australian coast. These vessels were owned by
BHP and they had automatic coal §ining installed and operated very
success fully between Newcastle and Whyalla canrying raw material in one
dinection and product in the other. :

Obuiously, where you have a source of power supply in the
fonm of coal at either end of a nun there 4is the possibility of utilizing
a coal buwwmen economically and Let us consider where this type of vessel
could 4ind an application. Australia/Japan is certainly an area zthat
Lends itself to the operation of a coal gired ship.  Adequate stockpile
could be made available in Japan. There {8 still a steam coal mining
industry in existence in Japan. There are more than adequate supplies
in Australia and a vessel could bunker 2o capacity in Australia with coal
and only have to Zop off in onden to get back on the retunn voyage grom
Japan. ’ .

Roughly what economics are we talking about? Taking a
25,000 to 30,000 ton vessel this wu.t buwms approximately 36 tons of oil
a day. The voyage grom Australia, say Sydney to Japan, at 15 knols is

of 12 2o 13 days dunation. The price of the oil to-day either bunkering
in Sydney on Japan Let us put roughly at $170.00 a fon. Against this a
coal bwwen the same size and type at 14 knots which would give a thansdit
time of 13 days would bunn 48 to 50 Zons a day of coal at fo-day's current
price of $28.00 a fon. The savings are apparent. The differential in
the cost of the engine, a coal buwwmen surprisingly enough would probably
cost about 25% more than the diesel countenpart. This. lronically enough
48 a total neversal of what happened with the advent of the diesel engine
as a means of propulsion immediately prior to and following the Second
World War when the vogue was £o have a steam tunbine which was cheaper
2o build but more expensive 1o nun whereas the diesel engine was much




TORL expensive to build but mone economical £o un in terms of
consumption,

How big a ship could be coal §ined? From neseanches
that we have made we feel that the optimum size 2o mun between
Australia and Japan would have to be in the onder of 25,000 to 30,000
tons.  The problems of the Panamax vessel 0§ 60,000, which would
obviously be the ideal 44ize, produces in our opinion oo many
Amponderables and would be too much of a gamble to take. 1§ such
a ship were built, we feel it would have to be totally subsidized as
an experimental ship by not only the coal exportens but the coal
dmpontens in Japan. A majon Australian company we understand are
Looking at the possibility of building a Panamax coal buwwer to nun
between Gladstone and Weipa and this is §airly shoat haul business
and it 48 conceivable that a design could be made to work where you
are Looking at a total nound trip of about 11 days.

New Zealand, a country which faces major problems in
nespect of oil, and acconding to newspaper reports for every $1.00
increase 4in the price of a bawel of oil $35,000,000 are added 2o
New Zealand's imponrt bill which Last year T undenstand totalled 3.1
bitlion dollans.is another country to which coal could be applied.:
New Zealand's annual export income 48 only 3.7 billion dollans and
thenefore the oil facton 48 of cwucial {mporntance to New Zealand.

New Zealand has an extremely high grade coal source at Greymouth

and 1 undernstand that it is possible now to nail these coal exports
hough the mountains to Lyttleton, a deep water port. The distance
between New Zealand and Australia is a mere 1200 miles, an ideal
distance on which to place a coal bwwier. Adequate supplies are
available in Australia, adequate supplies are available in New Zealand.
The saving grom the §igures already given are apparent and this 4in
itsel§ would give New Zealand a decisive-saving in foreign exchange.
Othen aneas whene one could envisage coal buwwmens being utilized

ane the United States 1o Great Britain, South Africa Lo Australia,
South Africa to the U.S.A. In all instances there are adequate coal
supplies at eithen end of the trading Leg.

1 pesonally anticipate that before 1985 there will be a
coal buwwmen unden construction, probably in Japan and this 1 think
will be the forerunner of several othens. There are obviously going
10 be problems with the environmentalists, howevex, moden Zechnology
hopefully will be able to take care of the pollution problem.  Other
than this Govermments, T' feel, will have to accept the pollutant as
an ivitant, the alternative being continued use of oil which would
be both wasteful and expensive if there is a viable alternative
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and the savings to countries that are not self-sufficient in oil are
incaleulable.

WLl we evex see a Lange sailing ship in the 1980's?
Personally 1 feel there will be an experimental vessel but it is
doubtful whether a great deal of progress will be made with a 15,000
20 20,000 ton sailing ship with aluminum sails before the 1990's.
1 say 2his because 4X 48 in many ways a netrograde step to go back to
sail and 1 think Long before shipownens Look in any great depth at
the possibilities of netwwning to sailing ships, Zhey will exhaust
the coal bwmen, its potential, as the buming of fossitized fuel
does not give a guaranteed speed and 1 think shipowners Zo-day, having
had §ive of the most depressing yeans, would be wwwilling 1o gamble
on wind power until such time as their financial positions are recovered.

So far we have tatked of the shipowner, we have mentioned
the chanterer, but up to this pobzzznubnewehavenozmuwéonedthe
operaton. The operaton is a man who does nol own ships, he has a
knowledge of shipawning, he takes vessels on time charter and then
trades them as though they were his own. In other wonds, he 4 a
shipamer by demise. Duning the past five "bloody" years. foxr Shipownerns
there have been a spate of operatons who have had the presence of mind
2o take ships on time chanten at Low depressed rates and traded them
neasonably successfully. However, not many griends have been made
{rom the shipowmens' side, principally because many operators have
caused oumens senious financial Losses. There have been a spate of
operatons who have misjudged the market and taken ships on time charter,
the §reight nates have fallen and they have Loaded vessels on time chanrter,
collected the freight, had the bills of Lading signed and then degaulted
on the hine payable to the shipouwmens. The bills of Lading, having been
signed, the ownen is then under an obligation o carry the goods 1o theinr
destination and, if need be, if the bills of Lading call for it, pay fox
the discharge of the goods. The fact that he has noi been paid hine is
immaternial and we.have had a variety of operatorns, especially o areas
such as the Persian Gulf, who have in fact done fjust this,

Himhog§, an Amernican time charter operator, went out in a
blaze of glony in 1975 with something Like 35 ships on time charter.
1 undenstand that an operation set up by what was Legt of the Himho{f
stagf in New York has jusi gone bankrupt again. Sovereign Marine,
Mr. Fronsdal's organization, crashed in exactly the same way, with
prwobably a similar number of ships on time chartenr.

Only in the Last month have a well-known London company o4
Pakistani onigin defaulted on a grain contract for the Australian Wheat
Board 10 a Pernsian Gulf aren. This is nowmally reganded as the §inst
and Last waming that all is not well with a specific operaton and the
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word quickly goes out :hwt these people Look as though they are in
trouble and the principal of "caveat empton” is {mmediately applied and
any shipowner wishing to f§x to such a fium wants o or thnee months
time chanten hine paid in advance, oxn at Least paid into eschow or

a nevoluing Letter of credit set up, so0 that he has some guarantee

0f being paid in the event of the time charterer going bankuuipt and
Leaving him to deliven the goods with perhaps a five or s4x thousand
mile voyage together with its attendant expenses to bear himself.

This .all Leads up £o my next point which is that the number
0§ time.chanter operatons which are in operation in January 1980 witl
be far greaten than the number of operatons 1 envisage in operation
in December 1989. 1 think shipownens' confidence over the Last five
years has been shot to nibbons and 1 am congident that there will be
a tendency on the part of shipouwnens £o do business with finms that
have an unimpeachabfe track recond. |

1 am also of the opinion that far more financial investigations
0§ chartenens will take place in the 1980's than have hitherto laken
place in the previous two decades, primanily because of the enormous
Losses suffered by a wide ranging numbern of shipoumens through eithern
wns crupulous operatons. on those operatons whose financial backing is
totally insufficient to the number of vessels they had on time charter.
1t is interesting to note that companies operating vessels on time '
chanten can be banknupt and yet if they have say six ships on time
chanten they can continue to trade those ships as Long as seven on
eight months, the cash §low keeping their heads just above watexr.

What happens of course &8 on cargo (a) freight is paid, this then goes
to pay the time charter for vessel (b), vessel (b) is then paid freight
on a voyage and hern §reight goes io pay hire on time chartened vessel |
(). StLowly but sunely the payments get.laten and Laten. 1§ the
vessel has been on time chanter forn six o eight months with no problem,
if the hire i4 a week Late the average owner sends a hurry up reminder
but does not think very much about it and it is not until he has had
e hines that are ten to founteen days Late that the penny drops -
there could be serious trouble - and noamally something Like a majon
stnike tumbles the pynamid and exposes the fact that the operaton
himsel§ is, in fact, bankrupt. ’

The next part of this papen must deal with the market fonces
which ane going to have mﬁluenc.e over shipounmens' decisions in the
next Zen yeans.

Economic development follows a cyclical pattemn, the timing
and degree of any downtuan on stagnation being of crucial importance
in the butk shipping manket. The shipping slump that existed until
January of this year, which was probably the most serious ever faced by



operatons of bulk carniens, had its onigins in the wornld thade
necession which stanted in 1973 and which has persisted £bn. five yeans.
The causes of the necession coupled with the effects of the '1973

0il onisdis' arne too well knowm to nepeat here but suffice it 2o say
the economic climate wonsened in 1974 and 1975 and the culmination

was a decline in intonational trade which nesulted in a Lange sunplus
04 vessel e_apau,ty

The severity of the trade recession and the shipping sLump
that followed was reflected in the extremely Low freight rates which
persisted up till Januany of this year. However, since January there
has been a napid increase in freight rates, the cause of which has been
twofold. The {ncrease in the price of oil, which has artificially
increased freight rates and the extremely poon harvests, partieularty
in Eastern Ewwpe, which has fed 2o massive ghain shipments with the
Russians and othens.

Tronically when the market should have dipped in the middle
0§ the summer, what to shipownens is known as the traditional swmmenr
market, the months of June, July and August 4in the Pacific, has been
mone than propped up by the prolonged stnike of the inon ore ports in
Nonth West Australia, the Japanese being compelled to substitute fonnage
on the fLonger nound voyages to South America thereby employing a greater
number of ships to cany the same amount of iron one denied them by the
two month stiike at Dampien and Pont Hedland, which for once means
that the shipowners can be thankful, apart from those ungortunate enough
20 have ships standing at Dampier for the period of the stnike, that
the Australian unions on this occasion nendered a service. |

The oumers having Lost substantial amounts of money and many
househofd names with histories going back 50 on 75 ‘years having been
wiped out in the Last give years, there {8 obviously geing £o be a
great deal mone conservatism in fLeet expansion oven the next decade.
Added to this the capital outlay for new on relatively new secondhand
ships is going to be gar greaten than it has evenr been before and therefore
shipowners are bound to proceed with caution in the renewal of thein
existing fleets. This in itself, it is hoped, will maintain steady growth
and not Lead to over tonnaging which has been the downfall of the shipping
Andustry 4in the past. '

Thus it is hoped that supply will only just keep up with
demand and that through the eighties a gradual increase, ox at Least
steady hates of greight, may be expected.

The factons against this happening are basically ones of
political nepercussions which may ocewr

The Ayatollah Khomeini has unfortunately stanted something
(du.ch may be extremely difficult to stop, namely the . resurgence of
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the Moslem neligion. 1§ one Looks at what used 20 be catled the
Thmeiat Oman States and the Persian Gubf Shedkdoms 08 Bahredn, Kuvalt,
Oman, ete., one is gaced with super wealth con fined prineipatly o Zhe
hands of one or Zwo families. This super wealth enables the “?M of
middle-class tradens in those countries 10 funther their aducmand‘
studies at such universities as Harvard on Vale and to netumn 0 thein
native Land highty qualified young men but with Little gacing them as
o future unless they are fortunate in being able 2o obzain a good job
in the senvice of the Sheik and they may well end up nunning their
fathen's two coffee shops with a Havarnd degnee 4n business adminis tration.
1t is not hard, thereone, to undenstand how people of this
type can be neached and how a minox revolution can be fonmented under
the guise of retumning to a strict neligious Mostem Life. 1% would
only take one such revolution within the Pensian Gulf Lo cause Zhe
entine wonkd to mone than hiceup and the shontage 6§ oil which could
follow such a nevolution could well bring = about the destwuetion of
the §reight market, there being insufficient oil 2o keep all the vessels

presently at sea in the market.
The position of Russia in akl this must also be considered,

. as quite apart from "zhe red widen the bed" syndwome, any pwudent
shipowner when Looking at the Pensian Gulf and the oil supply that
emanates from that quarter musi considen that Russia will by 1984 be
a net importen of oil. This means that the satellite nations of
Comecon Romania, Poland, Hungary, East Germany, will atl be dependent
upon outside sources of 0l just as the Western Wortd ane and will be
wnable to draw their supplies grom Russia, as they have done 4n the past.
1¢ is also intenesting to note that the majonity of oil
supplying countries in the world ane, in gact, Mosfem. The Persian
Gulf, Indonesia, Libya, Algeria, and even Nigenia have a substantial
MosLem population and the gormation of a MosLem common market would
place all these countries in a position whereby they could dictate
the economic tenms 0 the West and by stretching the dimagination,
one could envisage the situation arising at the end of the eighties
whengby the control of oil in the hands of unscrupulous States could
well means that owners were forced to time chanter thein ships 2o
these Mab nations at extremely Low aates, say $2000 on $3000 a day,
menely 10 keep them moving, being unable to obtain bunker 0il themselves.
Admittedly this &5 very fan fetched but not entinely beyond the realms
0f possibility in this day and age.

The next great question s "WiLL South Afaica scrape through
the 1980'a7"  Pensonally T believe 4t will but by the end of the
u.gh.uu thene will be considerable trouble in South Agnica. There
is no doubt that the Agrican nations ane gaindng strength all the time




and are determined to end white supremacy in South Africa. The
shipownen Looks at what will happen in the event that South Agrica
becomes nuled by black Afnicans. Personally, Looking at the track
necond of othen African nations, there would in my opinion be a
decline in the exports of raw maternials and South Afrnica has, in fack,
an abundance of W matenials which she exponts to Euwrope, Japan and
Amenica, all of wh«.c.h are cannied by thamp ships, p/umej.paLLy iwon one,
coal, maize and steel.

Coming funther South, we come to Malaysia. Malaysia is
a source of rubber and tin, the princeipal source of Tin now in the
world. It {8 also a market for a considenable amount of grain,
manufacturered goods, §rozen food from Australia and New Zealand.
Howeven, this country could well be headed towards a Nonthern Ineland
situation in the fLate 1980's. The 'Bhumiputra’ system introduced
agtern Malayan independence in 1957 has ended up as blatant racialism
with the Malays having all the power and the Chinese being denied
such things as a univernsity education, When I say it can be Likened
2o Nonthern Ineland, the population differential between Malays/Chinese
48 approximately the same as that between Protestant and Roman Catholic.
The Land nights, the passpont nights of the Chinese are, {f anything,
somewhat worke than those of Catholics .in Nonthern Ineland and we,
thenefone, could have a complete breakdown in this country towards the
end of the eighties unfess something drastic is done to rectify the
situation. South East Asia itself will continue Zo remain a hotbed
0§ intrigue and it is 2o China that the Western world will Look to
prevent any furthen Vietnamese empine building. However, in the shont
Zenm, the twwmoil in the Indo-China area of South East Asia will
predictably be a boon as far as shipoumens are concermed as it i
unlibely that decent harvests will be possible in these warn toxn
countnies 4in the immediate §insi three on four yeans of the eighties
and, therefore, a substantial gnain market should develop to these
countrnies wherne there was none before.

There 44 evidence cumrently of this, Russia having bought
substantial amounts of Australian wheat which it {8 then guung 2o
Vietnam as aid cangoes.

Having deall fairly napidly with the possible problem areas
of the eighties, Lef us now consider the environmentalists and what
t.heym!.«.kuy.todazaﬂzzuampmmu. ’

As envinonmental problems grow in Westewn democracies and
the voice of university professons and Lecturers are heard in greaten
volume than they arne entitled o, it could well be that the vast steel
fuwmnaces of the West could be closed doum, in which case a whole
Aindustny will spring up in my opinion prineipally in South Africa,

.
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Brazit and Australia whencby raw steel ingots e manufactuwrened and
it is these ingots that will be shipped 2o Japan the Westen Uorld
where the naw steel itsebf is then tnansfonmed in those countnies inio
nanugactunened articles, Leaving the basie poflution grom the Lion oie,
pig {ron to steel slab pnocué 20 the vast open areas of Australbia,
South Africa and Brazil, all of which countries have abundant space
fan away §rom populated centres to do this type of work, hopefully
with a mininum of interference from the ecologists.

1 woutd anticipate that in the Last three yeans of the
eightics we could well expect to see a move of this nature and this
in itsel{ could change the entire tramp stwuciture as 04 course by gar
the greatest movement of raw materials is confined to the steel
Aindustry.

The commodity that will probably expand mosi 04 all duning
the eighties is undoubtedly coal. Never again i Euwwope going o be
caught with insufficient power due £o shortage of 0il with oil §ined
power stations and there is already a matten of some wrgency in most
Western Ewwpean countries. of eithen building new or reconventing ofd
powenr stations to coal giring. Thus the great coal mines of Australia
can Look forward to an unprecedented profitable era during the next
decade. .

The .increased output of aluminium on a worldwide basis is
another majon facton that can be expected and, therefore, the increase
in shipments of bauxite on a global basis, the increase in shipments
0§ atumina on a global basis, will be undoubted factors which will add
10 the seabonme thade oven the next decade.

The movement of the wonld's ghrain, however, continues to
be an unpredictable matter. Drought, rains and other problems of a
similan natune strike geographical areas of the world without wawming
and inevitably a shipowner gets employmeni from someone else's
mis gontune. ‘ '

With a considenable percentage of the world starving there
is obviously going 1o be a constant source of employment for shipouwners
but it will equally have its peaks and troughs during the next decade.
That grain will be maintained at substantial Levels from the principal
exponting countries 48 undoubited as there has teen a decline in many
gnain producing areas over recent years. Take for example Buuma.
Buwwma was a basic exponter of rdice until independence, thereaften the
Government having taken the incentive away from the farmer o produce
lange quantities, production dropped until there {4 a minimal amount
exported from that countrny. Vietnam, Laos and Cambodia were all hrice
exporting countrnies. The aftermath of war has probably put them back
at Least a decade and these countries will in the intenim, as we have




stated eanlien, have 20 be fed on grain products nathen than rice
pwducts. India, Surpnisingly enough, in the Last twelve months
has become self sufficient in grnain, a nemarkable achievement in

itself, howevern, Africa Looms as anothen area that could become a
much greaten gm’x'.mpon,téng area than hithento.

CONCLUSTONS: :

The shipowner in the eighties is going to build Panamax's, 27,000
Zonnens and 120,000 tonners to get the best netuwm fon his investment.
Providing the next decade is not §ull of civil wars or major revolutions
the freight market should be steady with not a vast difference between
Zhe peaks and the troughs. Charterens are going to have to take a

far greaten intenest in the shipping thanspontation of thein goods 4in
orden Zo achieve orderly marketing which will not only be necessany

but absolutely essential in the next decade. From a shipownens'
viewpoint there are more bull factorns than there are bear factons

but caution must be the watchword of the eighties because the investment
Zo be outlaid 48 80 much greaten than it has been in previous years.



