
2018 has delivered as expected. The 
improved fundamental market conditions 
in the first three quarters of 2018 have 
seen the Baltic Dry Index (BDI) rise 
significantly. BDI is up by 24%, 25% and 
41% in Q1, Q2 and Q3, compared to the 
same time in 2017.

It is unlikely that the BDI will rise higher in 
Q4. In October 2018, it only improved by 4% 
compared to October 2017. Furthermore, 
demand for Capesize is facing headwinds 
with Chinese iron ore imports down by 
0.5% for the first 10 months of 2018, while 
the Panamax long-haul trade of soya beans 
from the US Gulf to China is expected to fall 
well short of 2017’s figures.

While spot freight rates have grown in 
the past 12 months, the dry bulk market 
in Q4 is likely to be affected greatly by 
the trade war. Furthermore, the market is 
likely to face more pressure if US exports 
of soya beans are lower than expected. On 
the plus side, capesize freight rates have, 
somewhat against the odds, improved in 
Q3-2018 (+51% y-o-y). Chinese iron ore 
imports are down, while six Valemax have 
started their maiden voyage from Chinese 
shipyards to Brazil to load the first cargo 

of iron ore. They bring the total newbuilt 
deliveries for the year up to 15 Valemax, 
with 18 still left in the order book for 
delivery in 2019. 

Amongst the minor bulks, Guinea 
Bissau’s bauxite exports have been strong 
for the second consecutive year, while the 
re-emergence of Indonesia as a bauxite 
exporter to China is also noteworthy. 
Transportation of scrap metal has 
continued to be strong throughout 2018. 
It grew by 7 million tonnes in 2018 (+6%), 
after it increased by 11 million tonnes 
(11%) in 2017. 

FLEET NEWS
When the freight market condition 
improves, a certain set of dynamics 
comes into play. Firstly, newbuilding 
interest increases – a trend we saw in 
2017. Secondly, demolition activity cools 
down – a common pattern throughout 
2018. Thirdly, slippage to the scheduled 
order book comes down as new builds 
are now delivered into a profitable market 
compared to the previous five years. In 
conclusion: the fragile recovery is stalling 
as the fleet is growing too fast.

Over the course of the past 12 months, 
the total dry bulk fleet has grown by 
2.5%. Panamax and Handysize fleets have 
grown by 2.1%, whereas the Capesize fleet 
has grown by 2.9%. The Handymax fleet 
growth has been between 2.3%-2.5% over 
the past three months. The last time that 
was the case was back in January 2001. 
Year-to-date demolition has come up to 
3.5m DWT, this in only a bit more than 
10% of what was scrapped in the whole of 
2016.

Handysize bulkers appear to have fallen 
completely out of favour since January 
2016 when 10 ships were ordered. Interest 
has never been this low (records going 
back to 1996). Since February 2016 a 
total of just 63 units have been ordered 
– for a combined purchase price of 
US$1,146 million. This purchase price can 
be compared to VLOC orders in January 
2018, where four Chinese shipyards 
received orders for 14 Very Large Ore 
Carriers (208,000 DWT) for a total amount 
of $630 million. The reason behind this 
development may be that owners and 
investors expect demand outlook for larger 
ships to be better than that for small ships, 
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given the industrialisation of the industry, 
which is going on in terminals, amongst 
customers and amongst ship owners.

The current slowdown in demolition 
activity also means that we need to 
revise our fleet growth estimate for 
2018. This narrows the improvement 
of the fundamental balance. Where the 
demolition is down due to human nature 
in the shipping market (not handling the 
supply side with care), the changes to 
the demand side relate somewhat to the 
trade war, the drought in Europe, Australia 
limiting grain exports and China growing its 
iron ore imports slower than forecasted. 
The fleet will now grow by 3.0% if our 
revised demolition estimate of just 4m 
DWT (down from 5m DWT) is realised. 

OUTLOOK
If we look back at how the year has 
developed – the picture we paint is not 
rosy at all. We had expected demand 
growth to exceed fleet growth in 2018, 
before balancing out in 2019 with similar 
growth rates for demand and supply. We 
started off the year forecasting that dry 
bulk demand would grow by 2.8% and 
the fleet by 1.4%. What we got in 2018 
was higher freight rates but no massive 
improvement of the fundamental balance. 
Still, we expect the industry to retain the 
improvements seen in freight rates in 
2019. Bearing in mind this requires a keen 

focus on fleet growth. Looking ahead, it is 
vital to take note of BIMCO’s early estimate 
for dry bulk fleet growth in 2020 - 2.9%. 
This means that supply side pressure is 
likely to be seen, as we do not expect 
demand side growth exceeding 3% for 
2020, nor in 2019 for that matter.

Looking into Chinese soya bean 
imports, November and December are 
not usually the strongest months. We 
note that 4.7m tonnes in November 
2017 and 6.2m tonnes in December 2017 
were American beans, which accounted 
for 54% and 61% of total imports for 
those months. This is equivalent to 218 
Handymax loads of 50,000 tonnes (or 145 
Panamax loads of 75,000 tonne). China 
has to date almost completely shied away 
from US soya beans. An easing of the 
trade tensions is likely to have a positive 
effect on soya bean exports from the 
US to China, as alternative sources are 
scarce.

In 2017, Brazil delivered the majority of 
Chinese soya bean imports from non-US 
origins than US. Having exported 10.2m 
tonnes more to China this year already – 
we do not expect Brazil to export much 
more in 2018 as its export season has 
come to an end. What is left to note is that 
the sailing distance between loading and 
discharge port is more than one month – 
leaving room for already shipped Brazilian 
beans to reach China this year.
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