Higher energy prices and legislative change are all on the agenda of change in the marine
coatings industry. International Paint reports on some of the devglopments in the last few
months with significant repercussions for the shipping industry
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igher energy prices are no temporary blip.

Oil analysts in Asia, Europe and the US are

convinced that a whole new era of high-

priced oil has begun, with repercussions for
the shipping industry.

For shipping, there are many implications, some
positive, others less so. But there are also opportuni-
ties, some of which are already being taken up by
ship owners and operators. Heavy demand for
energy in Asia is a key stimulus for tankers and gas
carriers and should help to absorb a record volume
of new ships.

Rapidly growing steel production is a key feature
underpinning the dry bulk market, with rates slightly
easier this year but still very buoyant. Meanwhile
higher oil prices act as a catalyst for new oil explo-
ration, often offshore and in deeper waters and more
hostile environments.

A whole new generation of drilling rigs and
offshore service crafts are now under construction to
meet new demand in this area.On the other hand,
economists demonstrate a clear correlation between
energy prices and the pace of economic growth. High
energy prices constrain growth which, in turn, limits
rises in GDP and restricts wealth creation.

Rising oil prices also push up the cost of the global
distribution system, across all modes of transport,
with implications for inflation and ultimately for stan-
dards of living. Mid-March saw news that the US
economy, the world’s largest, is officially in recession,
with central banks taking steps to limit its impact.
Although this is not directly energy related, high oil
prices certainly don’t help.

More directly for shipping, there is of course the
matter of bunker prices and the effect of these on
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the future of ship design and operation. Already we
are seeing a range of shipping companies cutting
service speeds to conserve fuel and we believe this is
only the beginning of a much wider trend.

Earlier this year, Wallenius Wilhelmsen Logistics’
(WWL) CEQ Arild Iversen told The Environment Club
in London that shipping should brace itself for heavy
fuel oil costing US$1000/t; more than double the
price today at many key ports. Mr Iversen was outlin-
ing a series of initiatives taken by his company to
raise its environmental profile.

These include the use of low sulphur fuel, the
application of latest-generation hull coatings,
research and development into vessel hull design,
fuel cell technology, sustainable propulsion and
ballast water treatment. But for the relatively small
number of progressive shipping companies such as
WW.L, there are dozens of others whose policy is to
act only when required to do so.

ENVIRONMENTAL BENEFITS

Despite IMO's best efforts, new regulations on such
issues as hull coatings, bunker fuel standards and
ships’ emissions take many years to have an impact.
Most ship markets today are still enjoying their
longest period of profitability in living memory.

As a result the industry faces an unparalleled
opportunity to raise its environmental game. Already,
many owners have adopted silicone-based hull coat-
ings and are investing in latest generation protective
paints for the dark and unseen internal spaces, which
can be hotbeds for corrosion. There is much more to
be done.

The order book today is larger than ever.
According to Clarkson statistics, there are about
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8,700 merchant ships on order including nearly 2000
tankers, more than 2600 bulk carriers and over 1400
container ships.

Shipping’s emissions are forecast to grow steadily
and if the industry fails to square up to the environ-
mental challenge, its reputation will be tarnished
forever. Ship designers, engine manufacturers and
equipment suppliers are all playing their part in rais-
ing shipping’s environmental profile.

But ship operators can also make a significant
impact. With heavy fuel costing around US$490 in
Singapore, there are instant and substantial savings
to be made by cutting fuel consumption. All the
options should be considered. There are challenges,
but there are also opportunities.

SPIRALLING FUEL COSTS A

GROWING CONCERN

The figures for larger and faster vessels are even
more dramatic. Take a Panamax container ship burn-
ing 150t/day, for example. A 5% saving here would
amount to at least US$3,500 a day.

Spiralling bunker costs are a growing concern to
ship operators. And some have now introduced
speed cuts in a drive to save money. A number of
liner companies have already introduced speed cuts.
CMA-CGM was first off the mark last November,
announcing a 20% cut in service speeds offset by the
addition of a supplementary vessel for container ships
aperating on its Asia-Europe service.

A major European container operator followed
shortly afterwards and in the New Year, NYK
President Koji Miyahara said the company was to
introduce a 10% speed cut across its entire fleet of
700-plus vessels. The savings would run into millions
of dollars a year. With more new tonnage set to join
the fleet than ever before, capacity cuts resulting
from slower ships can be easily compensated, say
analysts. The container lines are doing just that,
switching ships between trades and introducing extra
vessels to maintain service frequency.

However, there is no question that the shipping
industry’s operating economics are undergoing radi-
cal change. Transit time is no longer the sole driver —
speed now costs more than ever before and ship
operators are examining a range of options to raise
efficiency whilst, at the same time, preserving the
quality of service.

REGULATION UPDATE: COUNTDOWN
FOR ANTIFOULING CONVENTION

The clock is ticking for ship owners and operators
who have not yet bought in to tin-free antifoulings
for their ships’ hulls. With the accession of the
Commonwealth of the Bahamas on February 4,
2008, the IMO's International Convention on the
Control of Harmful Antifouling Systems on Ships
2001 (AFS Convention) will enter force on September
17, 2008 (as this issue goes to press) exactly one year
after Panama ratified the convention. Accession to
the AFS Convention by the Bahamas brings the total
number of signing states to 28, representing 43.79%
of the world fleet. September 17, 2008 will herald a
new era in hull coating regulation. The AFS
Convention prohibits the use of harmful organotin
biocides, notably trybutyltin, the primary biocide of
TBT self-polishing antifouling paints.
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These have been fourid to cause damage to
marine invertebrates such as marine snails whilst
posing a major threat to the health of the world's
oceans on a broader perspective. In practical terms,
the AFS Convention applies to all ships operating
under a signatory’s jurisdiction, either flying that
nation’s flag or effectively falling under its authority,
as well as third-party vessels entering a port, shipyard
or offshore terminal within the jurisdiction of such a
signatory. Ship managers and operators who have
not yet switched to tin-free hull coatings now have
the following options:

» The AFS Convention stipulates that TBTbased
antifoulings should not have been applied to ships’
hulls after January 1, 2003. Hulls coated with TBT-
based paints should either have been blasted or
sealed by January 1, 2008. At IMOMEPC 57 (March
31 - April 4, 2008) it was agreed that signatories may
extend these dates to the date of entry into force of
the Convention, ie September 17, 2008.

* The Convention does not apply to naval or
state-owned vessels used in noncommercial service.

e Ship owners and operators will need to demon-
strate full compliance by ensuring that their ships
carry a valid International Anti-Fouling System
Certificate from a suitably approved flag state author-
ity, typically a classification society. It is the responsi-
bility of owners and operators to obtain such certifi-
cates for their ships. The Convention requires that
vessels flying flags of signatories to the Convention
must be certified by September 17, 2010 at the
latest. Full details on the AFS can be found at the end
of this article.

PSPC A WATERSHED IN SHIP SAFETY
There are a few notable dates in shipping when new
regulations have radically improved the industry’s
safety standards.

December 2006 was one such date, when the
IMO’s Maritime Safety Committee adopted the
Performance Standard for Protective Coatings (PSPC)
MSC 215(82). PSPC addresses the coatings used in
dedicated seawater ballast tanks of all ships of 500
gross tons and above and the doubleside skin spaces
of bulk carriers of 150m and longer. It specifies a
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