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Summary of Beirut Port Statistics at September 2016
compared with the same period of 2015

Subjects 19 months | 189 months | +/ - +/-%
2016 2015

Number of vessels which called at 1,552 1,327 +225 +17 %

Beirut Port

Total Tonnage handled (tons) 6,630 million | 6,096 million | +534 thousand | +9 %

Total imports for Lebanese markets 5,877 million | 5,302 million | +575 thousand | +11 %

(tons) (million)

Total exports (Lebanese cargoes) 753 794 -41 -5%

(tons) (thousand)

Total Containers handled (TEU) 861,172 858,846 +2,326 +1%

Total containers imported (TEU) 423,520 425,395 -1,875 -1%

Total containers imported for local 302,289 281,229 +21,060 +7%

market (TEU)

Total containers imported empty 11,288 10,861 +427 +4 %

(TEV)

Total containers imported for 109,943 133,305 -23,362 -18 %

transshipment (TEU)

Total containers exported (TEU) 422,151 420,544 +1,607 +1%

Total containers exported with 67,286 66,307 +979 +1%

Lebanese goods (TEU)

Total containers re-exported empty 245,972 219,298 +26,674 +12 %

(TEV)

Total containers re-exported 108,893 134,939 -26,046 -19%

(transshipment) (TEU)

Total containers transshipment (TEU) | 218,836 268,244 -49,408 -18 %

Total containers restowed on board 15,501 12,907 +2,594 +20 %

vessel

Total cars handled (cars) 79,065 77,811 +1,254 +2 %

Total imported cars (cars) 69,053 66,865 +2,188 +3 %

Total re-exported cars by sea (cars) 10,012 10,946 -934 -9%

Total port revenues (USD) (million) 180,428 177,521 +2,907 +2 %

Total harbor master fees (USD) 4,104 4,008 +96 thousand | +2 %

(million)

Total Port revenues & harbor master 184,532 181,529 +3,003 +2 %

fees (USD) (million)
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Summary of Lebanese International trade exchange at September 2016
compared with the same period of 2015

Subjects 1%t 9 months 2016 | 1'9 months 2015 +/-(USD) | +/-%
(USD) (million) (USD) (million) (million)

Total imports (million) 14240 13221 +1019 +8 %

Total exports (million) 2228 2234 -6 -1%

Trade deficit (million) 12012 10987 +1025 +9%

Sk 3k sk Sk ok sk ko k%
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Lebanon trade deficit up to USD 12012 million at September 2016
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Top 10 Exporting Countries to Lebanon in 15t 9 months of 2016
Country 1st 9 months 2016 | 1st 9 months 2015 | +/- million | +/-%
(million) (USD) (million) (USD) usb
1- CHINA 1595 1582 +13 +1 %
2- ITALY 1050 996 +54 +5%
3- USA 933 747 +186 +25 %
4- GERMANY 865 898 -33 -4%
5- GREECE 754 584 +170 +29 %
6- RUSSIAN FEDERATION 605 655 -50 8%
7- Holland 595 150 +445 +297%
8- Egypt 562 351 +211 +60 %
9- Kuwait 543 19 +524 +2758 %
10- France 524 810 -286 -35%
Total (USD) (million) 8026 6792 +1234 +18 %
Top 10 Importing Countries from Lebanon in 1st 9 months of 2016
Country 1st 9 months 2016 | 1st 9 months 2015 | +/- million USD | +/- %
(million) (USD) (million) (USD)
1- SOUTH AFRICA 518 150 +368 +245 %
2- SAUDI ARABIA 207 275 -68 -25%
3- UAE 182 230 -48 21%
4- SYRIA 128 158 -30 -19%
5- IRAQ 125 171 -46 27 %
6- JORDAN 72 83 -11 -13%
7- QATAR 55 63 -8 -13%
8- SWITZERLAND 55 50 +5 +10 %
9- Kuwait 52 51 +1 +2
10- EGYPT 44 65 -21 -32%
Total (USD) (million) 1438 1296 +142 +11 %
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Summary of containers handled at Beirut Port at September 2016
Compared with the same period of 2015

Subject 1%t 9 months 19 months | +/ - (TEU) +/-%
2016 (TEU) 2015 (TEU)

Containers imported full for local | 302,289 281,229 +21,060 +7 %

markets

Containers imported empty 11,288 10,861 +427 +4 %

Containers exported full with 67,286 66,307 +979 +1%

Lebanese cargoes

Containers re-exported empty 245,972 219,298 +26,674 +12 %

Total transshipment containers 218,836 268,244 -49,408 -18 %

(full & empty)

Total containers restowed on 15,501 12,907 +2,594 +20 %

board vessels

Total containers handled (TEU) 861,172 858,846 +2,326 +1%
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Balance of payments surplus for the first time since 2011
Financial inflows surge 37 percent
The net surplus in the balance of payments for the first eight months of 2016 was $366
million. This was the result of a 37 percent jump in financial inflows that have offset a ten
percent widening in trade deficit. Financial inflows surged to $11.2 billion in the first eight
months of 2016 from $8.2 billion in the same period last year.
The balance of payments recorded a substantial surplus of $1.8 billion in August resulting
from the financial engineering operation of the Central Bank (BDL).
BDL’s financial engineering activity consisted of a swap operation with local banks worth
$10 billion. The swap increased BDL’s foreign reserves and was a lucrative deal for the
banks.
The balance of payments has been reporting deficits since 2011.
This improvement has reflected on the banking sector’s assets which grew by $9.8 billion in
the first eight months of 2016 with almost half of the amount recorded in August. The growth
in bank assets was $5.9 billion in the first eight months of 2015.
Deposits grew by $5.5 billion in the first eight months compared with an increase of $5.2
billion in the same period last year.
This happened following the recent financial engineering operation of BDL, some banks
were creative and were able to attract more deposits from abroad, said Talal Baba, Chief
Financial Officer at BLOM Bank.
Residents’ deposits increased by $4.5 billion in the first eight months while non-resident
deposits grew by $1.1 billion. Most of deposits are by residents, non-resident deposits
accounted for 21 percent of total deposits at the end of July.
www.businessnews.com.lb
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Summary of Beirut Port Statistics in September 2016 compared with August 2016
Subjects September 2016 | August 2016 | +/- +/-%
Total vessels 162 180 -18 -10 %
Total Tonnage handled (tons) thousand 668 763 -95 -12 %
Total imports (tons) thousand 572 652 -80 -12 %
Total exports (tons) thousand 96 111 -15 -14 %
Total Containers handled (TEU) 90,967 99,709 -8,742 9%
Total Containers imported for local markets (TEU) | 31,657 35,467 -3,810 -11%
Total Containers exported with Lebanese cargoes 8,882 9,728 -846 9%
(TEU)

Total Transshipment containers (TEU) 20,984 20,060 +924 +5%
Total Cars handled (cars) 9,448 8,399 +1,049 +12 %
Total Cars Imported (cars) 8,570 7,159 +1,411 +20 %
Total cars Re-exported by sea (cars) 878 1,240 -362 -29%
Total Port revenues (USD) (million) 19,885 21,025 -1,140 -5%
Total harbor master revenues (USD) (thousand) 410 264 +146 +55 %
Total revenues of Beirut Port & Harbor Master 20,295 21,289 -994 -5 %
(USD) (million) thousand
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«Many people change company regularly- I have been in MSC for 37 years and | am
still not bored at all. It has been a great opportunity and a great journey.
You know why? Because of partners like Khairallah El Zein — Khairallah and his crew
have been supporting MSC in this adventure in Lebanon today for 20 years when he
decided in 1996 after a long and dark period in the history of Lebanon to open the MSC
office in Beirut and commence dedicated services to and from Lebanon.
By the way we were also present in Lebanon before 1996 operating with our containers
and break-bulk cargoes during the war in the Ports of Ouzai and Jounieh. Today we can
proudly say that we have been and will remain the solid partner in the container industry
in your beautiful country.
Our action in the transportation industry have always been two-fold: positioning and
timing. We endeavor always to be at the right place at the right time and we certainly
achieved this goal in Lebanon.
The Port of Beirut can be ranked today as one of the most modern terminals in the world
handling the largest container vessels operating in today’s market.
It was thanks to the vision of the Lebanese Government together with the local partners
that this ambitious project way achieved. My heartiest congratulations and I wish the Port
of Beirut and its future and the possible expansions the very best.
We have amongst us this evening a star, her name is Reef and she is the daughter of
Khairallah. We are proud to tell you of the launching of the motorvessel “MSC Reef” and
Reef became the proud patron and Godmother of the largest vessel in our fleet.
The vessel has a length of 400 meters, her width is 60 meters, her height from keel to
bridge is 75 meters and she has a deadweight of 200.000 tons and intake capacity of
19250 TEU.
The continuous downturn in our industry is making us to live through very difficult times
and we realized that our company had to remake itself in order to stay ahead of our
competitors. We also know that it is human to resist change and in MSC the most difficult
part is not to find new ideas, but to make sure that we implement these innovations
successfully.
We live in a world of conflict and in a time that is today characterized by change, a time
where we have to deal with a lot of confusion and uncertainty. But this can also be a time
for opportunities and create new values. In this kind of environment, we need to show
great leadership, flexibility and focus to find solutions.
We need to concentrate on the future generation. Do you know that in Lebanon
milliennials will outnumber boomers by 1.75 million people in the year 2050. Are you
listening to them and give them an environment of excitement ?
In my presentation | would like to concentrate on our young people:
Why: because we need to prepare our leaders for the future. Are we doing this. We have
this evening 1200 leaders amongst us from all the major industries in your country. Are
you all thinking about the future ?
We are not predicting the future in MSC, but we make sure that we are prepared for it».
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Syrian crisis opens export opportunities for Lebanon
The Syrian war has opened new export and production opportunities for Lebanon despite the
negative effects on the macroeconomic performance, an ESCWA report said Thursday.
“The conflict has placed strain on public services and macroeconomic performance. However,
it has also opened up new export and production opportunities for Lebanese firms,” according
to the Survey of Economic and Social Developments in the Arab Region.
The survey said the presence of more than 1.5 million Syrian refugees in Lebanon increased
consumption of goods, and especially those made in the country.
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“Any potential impact on the import of goods has been cushioned in part by consumption on
the part of refugees in Lebanon. Their presence has also contributed to the resilience of the
country’s diverse export activity,” the survey said.
It added that the closure of the border with Syria for many Lebanese exports has prompted the
government to seek new avenues to ship the goods.
It also noted that Beirut Port has reaped benefits from the closure of the borders in Syria. “The
port of Beirut has been busier since overland trade routes through Syria closed, although the
latter began to open again in 2015. Some attribute falls in exports between 2011 and 2013
almost entirely to ‘the drop in exports of precious stones to South Africa and Switzerland.’
Although some Lebanese exporters had lost trade by 2012, others were stepping into the breach
and replacing lost domestic production in the Syrian Arab Republic. The disruption of exports
caused by the war has been greater in Jordan and Turkey than in Lebanon,” the survey
explained.
However, the survey admitted that the negative sides of the Syrian war far outweigh the positive
effects, noting that the Syrian labor force posed a very serious challenge to the Lebanese
workforce......
“Refugee and migrant flows to Lebanon have swelled the ranks of the labor force by 50 percent.
It has been estimated that the influx, coupled with stalled job creation, could have left between
220,000 and 340,000 Lebanese, particularly women, the young and the unskilled, out of work,
doubling unemployment to 20 percent. Most Syrian refugees who are working are doing so
informally, potentially pushing Lebanese out of such work,” the survey said.
The survey said the presence of a huge number of Syrian refugees in certain rural areas of
Lebanon has further exacerbated the suffering of many Lebanese who are living below the
poverty line.....
The Daily Star (Lebanon)
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Summary of Tripoli Port Statistics at September 2016
compared with the same period of 2015

Subject 1%t 9 months | 1t 9 months | +/ - +/-%

2016 2015
Number of vessels which called at Tripoli Port | 602 639 -37 -6 %
Total Tonnage handled (tons) 1,367,538 1,314,079 +53,459 | +4 %
Total imports (tons) 1,083,658 1,061,366 422,292 | +2%
Total exports (tons) 283,880 252,713 +31,167 | +12%
Total Cars handled (cars) 3,854 4,478 -624 -14 %
Total containers (TEU) 2,235 - +2,235 -
Total trailers 17,571 11,987 45,584 +47 %
Trailers discharged 8,723 6,554 +2,169 +33 %
Trailers loaded 8,848 5,433 +3,415 +63 %
Total Port revenues (USD) 11,025 10,079 +946 +9 %

million million thousand
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Chehayeb launches climate change adaptation project
Caretaker Agriculture Minister Akram Chehayeb and the Food and Agriculture Organization
of the United Nations (FAO), represented by its Director in Lebanon, Dr. Maurice Saadeh,
launched from the Grand Serail the project titled "effective adaptation to climate change in
forest across the Lebanese regions."
The launching ceremony was attended by a crowd of dignitaries and officials, as well as
economic, agricultural and environmental representatives.
This project falls within a series of projects previously signed to increase forestry in Lebanon,
mainly because of the tragedies suffered by forests, among which cutting trees, fires, sanders
and crushers, leading to the loss of the equivalent of 35 percent of the forest area in the country.
It is to note that threats to the ecosystem could worsen due to climate change. By the year 2040,
the proportion of precipitation is expected to decrease up to 10-20 percent and temperatures to
rise by two degrees Celsius, leading to prolonged periods of drought.
National News Agency
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Summary of Lebanese International trade exchange in September 2016
Subject September 2016 | August 2016 | +/- +/- %
(USD million) (USD million) | (USD million)
Total import 1448 1951 -503 -26 %
Total export 254 340 -86 -25%
Total deficit 1194 1611 -417 -26 %
3k 3k 3k 3k ok ok 3k %k k ok

Lebanon Trade deficit down to USD 1194 million in September 2016
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“THE Alliance” reveals operational plans of 31 global services with 240 ships
Carrier members of THE Alliance has revealed their plans for operations scheduled to start
from April 2017, detailing the launch of 31 services and the deployment of more than 240
modern containerships on global routes.

The members Hapag-Lloyd, K Line, MOL, NYK and Yang Ming said in a joint statement that
the comprehensive network of 31 services would connect more than 75 major ports throughout
Asia, North Europe, the Mediterranean, North America, Canada, Mexico, Central America, the
Caribbean, Indian Sub Continent and the Middle East.

THE Alliance plans to deploy a fleet of more than 240 modern ships in the Asia/Europe, North
Atlantic and transpacific trade lanes including the Middle East and the Arabian Gulf/Red Sea.
“The product of THE Alliance is a milestone which will significantly improve the service
offering for all shippers on the East West trade lanes. Our best ship for the loop principle and
dedicated shuttle service design are the basis for one of the most competitive products available
in the market,” the joint statement said.

The product of THE Alliance will feature eight services in the Asia/Europe trade including
three services covering the Mediterranean market.

One dedicated service will cater for customers in the Middle East, connecting the key ports of
China, South Korea and South East Asia with Dammam, Jubail and an Arabian Gulf hub port.
Sixteen joint services will be operated by THE Alliance members on the transpacific trade.
Six loops will serve the North Atlantic trade covering a wide range of North European and
Mediterranean ports as well as those in the US, Canada and Mexico.

Among the members of THE Alliance, the three Japanese groups of K Line, MOL and NYK,
have announced their intention to merge their container shipping business with the
establishment of a joint venture by 1 July 2017.

Separately, Germany’s Hapag-Lloyd has also merged with UAE’s United Arab Shipping
Company (UASC).

Last week, another carrier partnership Ocean Alliance unveiled their planned services and
operations also starting from April 2017. The Ocean Alliance groups together Cosco Container
Lines, CMA CGM, Evergreen Line and Orient Overseas Container Line (OOCL).

Seatrade Maritime News
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Hyundai, MSC to bid for 54pc Hanjin stake in Long Beach terminal
Near-bankrupt Hanjin Shipping has announced that it's selling its largest asset - a 54 per cent
stake in Total Terminals International (TTI) that operates at the port of Long Beach.
South Korea's second largest shipping company, Hyundai Merchant Marine (HMM), and
global shipping companies, including Mediterranean Shipping Company (MSC), are expected
to bid for the Long Beach Terminal. According to Hanjin Shipping and Seoul Central District
Court spokesmen, the court has appointed an advisor, an overseas firm specialising in shipping
industry talks, to help with the negotiations, the Business Korea reported.

TTI handles 30 per cent of cargo at the port of Long Beach. The terminal is frequently used by
Hanjin Shipping and by MSC, which owns the remaining 46 per cent. Other users of the port
include Maersk Line and Taiwan's Evergreen Marine.

The port of Long Beach is a leading trade gateway to the US and a starting point of the coast-
to-coast railway. For this reason, global shipping firms, which operate routes to the US, are
highly likely to participate in the takeover battle.

The court will set up the bidding price through a public tender; and industry watchers say that
the bidding price of the Long Beach Terminal is estimated at KWR100 billion (US$87.64
million). HMM plans to take over the terminal using the fund for new ship buildings worth
KWR 1.4 trillion to be raised by the government, according to Shipping Gazette.

Transport Weekly
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Maersk Line posts US$116 million Q3 net loss, dragging group down 43pc
THE world's biggest container shipping company Maersk Line posted a third quarter net loss
of US$116 million against last year's $264 million profit, drawn on quarterly revenues of $5.35
billion, which fell 11 per cent.

Average freight rates declined 16 per cent and deteriorated across all trades with North
America, West Central Asia and Africa declining most, and Oceania and European declining
the least.
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"The result is unsatisfactory, but driven by low prices," said Maersk CEO Soren Skou. "We
generally perform strongly on cost and volume across businesses."
Maersk said its underlying profit for 2016 will be "below" $1 billion. Previously, the company
had said the full-year result would fall "significantly” short of 2015's $3.1 billion.
AP Moller-Maersk group, owner of the world's biggest container line, posted a 43 per cent
year-on-year third quarter net profit decline to US$429 million, drawn on net quarterly cash
flow of $736 million, which fell 18.5 per cent.
Group revenue figures were not provided. Cash flow differs from revenue because while
revenue counts money coming in, cash flow shows money coming in and going out.
Container volume increased 11 per cent to 5.4 million TEU mainly driven by increased demand
due to the situation with the Hanjin bankruptcy and increases in backhaul volumes.
Global container demand is estimated to have grown by one to two per cent while the global
container fleet grew three per cent.
Maersk Line's capacity grew 3.8 per cent to 3.1 million TEU. Chartered capacity grew 6.4 per
cent to accommodate increased volume while owned capacity grew 2.1 per cent. Total capacity
remained unchanged from the previous quarter.
Average container rates for Maersk Line improved from the previous quarter by 5.5 per cent
for the first time since the third quarter of 2014.
Despite increasing bunker prices, Maersk Line managed to keep unit costs below $2,000.
Seanews
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Hanjin ‘seeking European buyer’ for its largest box ships
Korean container line Hanjin Shipping is approaching major European shipping companies in
the hope of selling at least five of its vessels, to raise money for a relaunch as a regional Asian
carrier, the Wall Street Journal (WSJ) reported today.
The effort is part of the South Korean operator’s bid to raise funds to finish unloading stranded
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cargo, pay off creditors and restructure its operations. The ships are among the biggest that
Hanjin owns and are among the remnants of a fleet that has been withering as ship owners
reclaim chartered vessels, WSJ said.
As reported last week, a South Korean bankruptcy court also plans to dispose of the firm’s
sales and marketing network for its Asia-US routes, along with some ships, WSJ added.
Other shipping lines including Korea’s Hyundai Merchant Marine (HMM) and Europe’s
Maersk Line have been linked to a possible interest in Hanjin’s assets, which include the 37
ships it owns.
Although Maersk recently announced that its future expansion would come mainly through
acquisition rather than orders for new vessels, recent reports suggest that Maersk would prefer
to acquire a struggling but still operating carrier rather than one whose business had already
been run down.
Asked by Lloyd’s Loading List earlier this month about its possible interest in Hanjin, Maersk
said its policy was to not comment on rumours and speculation. But the company has held talks
earlier this year with Hyundai Merchant Marine on HMM potentially joining the 2M vessel-
sharing agreement when HMM’s membership of the G6 alliance expires in 2017.
“The inclusion of Hyundai Merchant Marine in 2M would provide us with extended coverage
and a stronger product in the transpacific trade,” Maersk said.
Regarding those talks with HMM, a Maersk spokesman said: “It is early days. Therefore we
do not wish to comment further before there are more substantial developments in the
discussions.”
In terms of Maersk’s ambitions for the transpacific trade, he said: “Maersk Line has always
been on the TP trade and we see it as one of our key trades. Our aim is to at least grow at least
with the market on this trade.
trade is very competitive with no obvious market leader. A key element is customer
relationships. We have good and long-lasting relationships.”
Lloyds Loading List
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Will the Shipping Industry Be the Next Financial Crisis?
With the bankruptcy of Hanjin Shipping, which was the seventh largest ocean carrier, many
experts believe that this is only the beginning of an industry-wide crash. Low oil prices, the
slowdown of global trade, and the residual effects of the 2008 economic crisis are just a few
factors that contribute to this crisis. The World Trade Organization (WTO) said trade growth
is at its slowest since the global financial crisis.
The bankruptcy of Hanjin Shipping was shocking because many assumed that the government
of Korea would continue to back the steamship line since most lines are backed by state banks.
German banks alone have up to $100 billion of shipping debt out of $400 billion worldwide. If
the conditions worsen in the industry, ship-owners won’t be able to pay back these loans
leaving banks unable to receive full returns on their investments. Does this mean that more
banks will stop supporting carriers?
Most of the steamship lines are operating at a loss in this environment due to low demand.
Steamship lines have always been in competition to build bigger and better vessels. Now with
the widening of the Panama Canal, more vessels will hold more cargo leading to more capacity
with falling demand. The alliances formed between steamship lines last year have not been
able to combat the overcapacity issue yet. Maersk, the largest carrier in the world, reported a
net profit of $791 million for 2015 compared to $5 billion in 2014.
Shippers are Turning to Contingency Plans
Due to the volatility of the shipping industry, shippers are asking carrier alliances for
assurances that they have contingency plans in place in case a member of the alliance is unable
to deliver the cargo.
The shipbuilding sector of the industry will be hit the hardest due to these issues. For Japan,
only 8 vessels were ordered this year. Daewoo Shipbuilding, the world’s largest shipbuilder,
said they will be cutting 24% of jobs (almost 3,000 people) in an attempt to save itself from
the current industry crisis and its own debt. The oversupply of space and vessels will affect
shipbuilding companies for years to come.
Adding to the crisis, fuel prices may double if the International Maritime Organization’s (IMO)
Marine Environment Protection Committee decides to impose a limitation on sulfur emissions.
This means that vessels will have to switch from bunker fuels to diesel or liquefied natural gas
(LNG). If this regulation is passed, ocean freight rates, which have already soared in the past
few months due to Hanjin bankruptcy, will most likely increase even more.
Geopolitical Concerns Increase Risk for the Shipping Industry
Moreover, the South China Sea dispute, along with Brexit, add to the uncertainty of the
industry’s future. China, Vietnam, Nation of Brunei, Taiwan, and the Philippines are in
disagreement on the territorial claims regarding the islands, reefs and banks along the South
China Sea, which is an important waterway for international trade. Tensions have been on the
rise for the past few years and many worry that this area will turn into a warzone, threatening
trade. Brexit raises many questions regarding the sanctions and trade agreements signed prior
to Brexit. The impact of the Brexit will be felt in the upcoming years as the process and
negotiations start in March 2017.
More Than Shipping
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3 Japanese Shipping Companies to Merge Container Businesses
A Mitsui O.S.K. container ship in Hamburg, Germany, in 2014. The global shipping industry
has been grappling with excess capacity and weakened trade. Credit Daniel
Reinhardt/Deutsche Presse-Agentur, via Associated Press
TOKYO — In a fresh sign of the economic fallout from weaker global trade, Japan’s three
largest shipping companies agreed on Monday to merge a major portion of their businesses,
saying they needed to join forces to survive.
The president of one of the companies, Nippon Yusen Kabushiki Kaisha, said the groups faced
bleak prospects on their own. The shipping industry was shaken in August by the bankruptcy
of South Korea’s biggest container shipping line, Hanjin Shipping, while other shipping
companies in Asia, Europe and the Middle East have sought to protect themselves through
mergers and acquisitions.
“If we don’t want the number of Japanese shipping companies to be zero, we need to create
one strong, splendid company,” the president of Nippon Yusen, Tadaaki Naito, said at a news
conference.
By combining their container operations in a joint venture, the three companies — the others
are Kawasaki Kisen Kaisha and Mitsui O.S.K. — will create a business worth about 300 billion
yen, or $2.9 billion, according to a news release. It will operate 256 ships, representing about
7 percent of the global market by container volume. Kawasaki Kisen and Mitsui O.S.K. will
each own 31 percent of the new company, while Nippon Yusen will own 38 percent.
They said they expected combining their fleets to save about ¥110 billion per year. The deal is
expected to be complete by July 1, with operations beginning in April 2018. The companies’
bulk-shipping lines, which transport cargo like grain and iron ore, will remain independent.
The global shipping industry has struggled with a soft global economy, which has reduced both
the amount of consumer goods traded around the world and the prices that shipping companies
can charge. The 2008 global financial crisis hit trade volume, and trade flows since then have
been weaker than expected as Europe muddles through debt problems, the United States
experiences a soft recovery and China’s heady growth rates slow.
A shipbuilding spree that took place before the crisis has exacerbated the problem. Shipping
lines set plans a decade ago to buy more ships and expand at a time when trade looked strong,
and today they have far more capacity than they can profitably use.
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Shipping lines have explored consolidation and alliances as a result. CMA CGM of France is
acquiring Neptune Orient Lines of Singapore, the German shipping line Hapag-Lloyd AG
agreed this year to merge with United Arab Shipping Company, and several mergers have taken
place among state-owned shipping businesses in China.
But regulators around the world have heavily scrutinized the industry and its proposed mergers,
often asking whether such tie-ups will lead to higher shipping rates for customers.
Perhaps anticipating such scrutiny from Japanese regulators, Eizo Murakami, president of
Kawasaki Kisen, acknowledged that the three-way tie-up would reduce competition. But he
said consolidation elsewhere in the industry only made it more crucial.
“This is a big decision, since it will create what will be the only container-shipping company
in Japan,” he said. “But with the European industry consolidating and the business becoming
more of an oligopoly, we need the scale that being a single company would provide.”
The New York Times
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