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The shipping markes is under deep depression when ol kinds of
fomecasts appenr, some quoeting classics and some using dota o make
analysis, However different these articles are, there is one thing in
comman: overwhelmingly pessimistic in depression and

overwhelmingly optimistic when the market rebounds,

People tend to predict the fuoere markes based on the market they
have expericnced themselves, but the career of one generation only
luses for o few decades. Prople's mindset cannat be easily changed in 2
few decades or even after they redre. If a manager in a shipping
COMPANY ENLers thie l:'ll:li.mr].' when the rmarket i Eoing hTﬂﬁﬂEl!}'
better, his experience will courage him o expand the fleet despite afl
sethacks. He tends to accept good news and ignore bad one,
Humlreds of such managers will form the tresad of the shipping
market. On the contrary, young people who entered the Industry after
2010 have expedenced major layoffs when they were on fob hunting,
The most common word they had been seelng was “oversupply”,
They also witnessed hrokers” commission shrinking, shipyand going
bankrupt and even famed entreprencurs being put into prison, In the
eves of these young people, the shipping market was dismal and
gloomy, Such savings and jokes as “one who was kdle when he was
voumg will be in the shipping industry when he is old.” and “the mle
of shipbroker haa become the same with real estate broker who peddle
in the street”™ represented how people viewed the market at that time,
Omie people wha have such experience become the management of a
company, they will be particuladdy cautious in expanding the fleet,
Cinly when the whole industry including ship owners goes o wltimte
pessimism, the banks take away the money and ship building capacicy
sces @ substantinl decrease can the marker have a favorahble
s ¥

[n a word, forecast can be unmeliahle f one only draws from his own
experience without learning from e history, What makes things
worse 18 thut spant from ship owners, cargo ownen, bankens amd
investors from other felds would spisil the market from tme o dme,

For example, the fleet of cargo owners is a wisd vane of the

marker. In mdddle and Tue 1980, the market was blooming. Camgo
owmers were not happy o see ship owners Lake the whole cake and
they started o build their own fleet. These cargo owners inclucded
COFCO Group, Ching Minmetals Corporation. China Resounces,
Huaxin and Sinotrans. However, most cargo owners could not stand
with the depression and they withdresw from the market, some even
leaving right in the darkness before the dawn, In 2000, the market
was recovering rapidly and the fleet of such cargo owners as Vale,
Time Shipping, and China Guodian Corporation entered the dry balk
cargo shipping market again. Aport from cargo owners, another
significant element that affects the shipping market is the financial
sector. Financial leasing companies affilinted to banks have now
become the larpest ship owners in Ching, They are not satisfied with
providing fund related solutions onby to ship owners. Therefore, they
take a more active role and ke pant i the allocation of resources of
shipping capacity in the shipping market. After conducting careful
research on the shipping market, which seems 1o be, they will say
"OK. We have provided different portfollo w deal with vasious

believe their own judgment in terms of the shipplng market,

izsedf is some kind of signal.

disadvantages in the marker” It means that the financlal sector still

]
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CONTAINER SHIPPING:

TO ALLY OR DIE?

By Shipping World N

—

Acrording o o lavest repon by AlixParnes Consulting Company, thie f

first big allianes of container shipping emerged in the pasi decnde,
whrich iy very likely ti be maintained o 2016,

Crmtadner shipping wis affected greatly by continual financial crisis in
20015, and all signe hove indicated that the tend will go on and
hecome maore obvious fn 2006, It is predicted Intely that althowgh
shipping demand dropped dramatically, 2016 will witness global
container flect growing by 4.6%, 2007 up by 4.7%, Currently feight
rutes of mojor moute hove decreased by 21 to 44 percent year-on-yeur,
which means the above prediction forecasted growth exscthe

T cope up with new situatien, ship owners have o each some scale
to ecaptune profie through seceseary and efficient opesation in the
eonkext of low operating revenue,

Many liner companies have been in debt troubles for years. Tosal debt
of container shipping peaked in 2003 with increasing investment in
desdweight ton, reaching 1,14 hillion dollars, and many compinies
goe intor trowhle for undertaking investments, Debt decreased o 900
millinn daollars with companies reducing contracts of lage ship and
ather fund projects, lowering costs, giving hack overdue ships. or even

transferring cooc asse1s.

Themfore AlisPariners believed that [0 was necessary 0o Inkegrate
shipping compandcs after thorough and cffective mesging 1o ensure
newly mernped liner compantes reach the goal of Increéasing sevenue
nnad decreasing expenditune.

f

Tir acdagn 1o this change, ship cowness in the feld of container shipping
shouwld take imponant measures, check balance sheet and continae
transferring core amets to lighten debt burden, Furthermore, the ship
owmners should develop the shility of constantly reducing cost to
increpse profit in oore liser business, mesnwhile, find opportnities,
including internal spontancous expenditere decline. and - external
conperation allinnce,

The report mentioned above pointed oot that “carrier who
successfully hulances the halaince sheet and Income statements will
become beader in industry transformation and lead the alllance.
Carrier who falls w join uvansportatkon alliance has o find sulible

markets o survive independently through trade route or special
poids” AlixPartners thought the recovery way of container shipplng

~,_Tﬂl_.!!umkh}-uh}pﬁngmqmﬁulnmnnym

- ,
The wpore concluded thar “Liner companies should contrul capacity
tightly and merge with principled and experienced husiness
managemeni i make try profitahle agmin But it ceally bt
o think thar potential donger still exists apparenty, just like the
largest network airfine company (Note by Shipping World: Network
Alrlines, sn aidine company which Is keen on hub operstion. Tt
continually increases aidine share in s hub alrpon, ralses the enry
barrier of competitons o control or even monopollze the markey)
srruggling with IT system and labor moods.”




INNOVATION-DRIVEN

DEVELOFMENT TO DG GOLD UNDER NEW NORMAL

Wil By He Weihuan
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In the first year of the *13th Five-Year Plan®, the Chinese economy in
2016 is being highlv anticipated with pressure. Since the scarc of this
veaf, economic news mukes hesdiines almost every day Thene ane
!'mqur.'rrr government initintives, strong market reactions, excited media
artiches and posts of WeChat's Friend's Circle displaving “Seock market
is collapsing™, “Property Marker s crazy™, “Decline of G growth
rate”, "t deal simultaneously with the showdown in eosnomic growh,
making difficult structuml adjustments, and abeorhing the effects of
the previoes ecomamic stimuios policies™. .. all these problems indicate
that “2006 is the most difficult vear for promoting economic
development shivoe the reform and opening up®,

Under the background of weak global economic recovery and China's
soonomy entering into a new normal, the days of the pore and
shipping Industry are not better: reduction of transportation valume,
decrease in contalner throughpat, pore embssion control  policies,
plunging of BDI to below 300, The comments such as “the port amd
shipping industry has entered the era of little profit”® and “ports amd
terminals are not making moasey” ane never-ending,

During the wake after financial crisia, lage ports, mega-vessels and
grand alliance become the new normml of port and shipping indusgry
since everyone i joining together 1o share the warmth in sech 8 ondd
winter; on the other hand, port enerprises are optimizing themaelves
o drive development by inmovation as well as sctively promoting the
perrts o transdorm and upgrache, s to 5.0 4.0 (o strive for a chance
in such predicament. This could also put itself in 0 Favorable position
with full prepamtion to win che competition in the post-crisis e

[nnewation is ranked fira among the five development conceps in the
“13th FiveYear Plan®, Since being proposed in the [8th MNational
Congress of the Communist Pary of Ching, “innovation-driven
development strategy” appearcd nearly o hundred times In public
speeches and anticles of X [inping. The word “lnnevation™ abso
appeared in this year's government work report for about &0 dmes, [t
is. foreseeable that innovation-driven  development  strategy  has
fundamental skgnificance.

Opportunities and challenges coexist, while the long-term  positive
development fundamenials of Ching's economy have nog chanped,
“One Bedt One Bosd®, “Yangrze River Economic Belt™ and other
national strategies created new opponunities for port and shipping
enterprises; “Industey 40" revolution has not only broeght new
oppartunities to the port and shipping industry but wlso beoome port’s
mew focal poimt: developing automation, mtegration, port intelligence,
supply chaln finance innovstion, industry and financing integratiion
and saupply side reform have abo brought more new maslels 1o the
trumsformation and upgrading of port and shipping industry

A real warrior has the courage to face his bleak fife™, as noted by Lu
Xun, the famed writer of China. A truly outstanding enterprise is a
fighvter whi charts course through troubded waters, seeks develogrmment
when in difficult situntions, achieves a breakthmough when facing
sidversity in a creative and  innovative manner  Inneeation-driven
devilopment 1o dig pold under new nomnal will be the winnlsg path
for shipping enterprises to break the cocoon and turm into o butterdhy
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REFLECTION ONPORT OPERATION AND DEVELOPMENT
UNDER THE NEW NORMAL OF CHINA' S
ECONOMIC DEVELOPMENT

/AR BEER .
By Xu Xiaoyang ( Yantian Intemational Container Terminals )
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The afficlal data released by the Natlonal Bureau of Statlstics of
China on January 1%th, 2006 indlcates that the total velume of
China®s foreign tradein 2015 is 24.584.9billion vuan, decreasing
by 7% yearon-year with export being 14,1353 7hillion wuan,
falling by 1.8%: impart being 10,449 2hillicn yuan, o 13.2%
drop, Both the import and expor of 2015 grew negatively.

China’s foreign trade is In hard times, affected by internatbonal
markets on one hand, Factors like sluggish wordd economic
groiwth, plobal demand  shrinks, and bulk swock price drop all
make China's forclgn wade development difficult in the near
term. On the other hand, Chinese economy has entered the new
normal state, converting from high-rate growth o mid-io high-
rte growth showing o downward trend. And In terms of
coonomicgrowth pattern, China is striving to transform from
extensive growth featuring scale and speed o intensive growth
fenturing quality and efficiency, with economic structure befng
LI.'P-HI'-!I’J.I,!I’J, Amid  this process, China may face ::h:l]r.ngc.s like
ceonomie  growth  sowdown and low-speed or even  negative
forelgn trade growth in the long term, Port throughput |s an
indicator of Chinese sconomic development. And we must face
the key issucs of how port operation and developmentshould
aclapt to the new normal state and find new growth engine.

|.EconomicPerformance under the Mew MNormal

President Xi Jinping mentioned in May 2004 that “China's
development 15 In o period of strateglc Imporance, We should
consolicdate confidence o adapt to the new normal featuring the
characteristbes of the curremt development of ihe Chinese
cconomy, and keep calm while making strategies. "This s the first
time that the new generation of central leadership deplicts Chinese
economy which has entered o new phase using “new normal”,
Entering the new normal means the conditions and environment
of the Chinese economy has changed a lot and we will sy
goodbye to theunsustainable growth pattern as well as the high-
speed growth of over 10% lasting for over 30 years, Also, China's
forelgn tade will bid Grewell 1o the past two-dight high-speed
growth, entering new normal of low- w mid-speed growth.

1.GDF Growth Stows Down
According to MNational Bureau of Statistics of China, China’s GDP

2015 rose by 6.9% year-on-vear. And the forecast report by Bank
of China predicted that i 26 the economic situation would
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still be prim with GDP growth being about 6.8%. From the chart
belowe, we can see bricfrebound of the Chinese economy after the
warld financial erisig, and lts prowth staried 1o slow dows sinee
2000, Tv is the same for Guangdong and Shenzhen, supgesting
that the Chinese economy has entered o deep adjustment perlod
from high-speed growth period.

2.Both Import and Export Dieclined Year-on-year

2015 witnessed China's foreign tade dropped by 7.0% year-on-
yvear. The total volume of Guangdong’s foreipn trade is 6,36
irillion vuan, decreading by 3.9% yearon-vear, with expon 4
trillion yuan, growing stightly by 0,8%, and import 236 tnllion
vuan, falling by 10.8%. The total volume of Shenzhen's forelgn
trade is 275 tillion yuan, declining by 8.2%, which s greater
than the navional level.

The results of a recent survey by the Ministry of Commerce to
over 6,000 enterprises covering 70 industries shows that Chinese
enterprise penerally thowght global market demand of this vear is
waarse than that of 2009 when the financial crisis broke out, Thu
foretgn trade performance s not deal relates not only with the
atverse external emvironment but with the facr that China |s
converting competitive advantages and forelgn trade b5 entering
key phase of transformation and wpgrade.

3. Manufacturing Besct in Difficultics

Besides forcign trade data, the following data also indicates
munufacturing depression,

* Purchasing Managers” Index (PMI) Lower than 50
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In 20005, PMI Mscruates under the threshold 50, sugpesting thit
China’s manufacturing is under great downwand pressure, as the
pulling effect brought by macroeconomic policy adjusuments o
the real economy Is not significant. And the civilian
Caixin{originally HSBC) PMI which mainly indicates the
conditions of medium-sized and small enterprises falls mose
dramatically than the officinl PMI, showing that medium-sized
and small enterprises, main fore of China's export, faces mion
difficulties than hig enterprises

= Weakening CP1 and FPI

2015 witnessed China’s Consumer Price Index (CPI) increasing
by 1.4%, and in 2016 CP1 will remain weak. The weak CPI
indicates that the aggregate demand is still steady vet not strong,
And Producer Price Index (PP1) has dopped for 46 months in a
row since March 2013, which is a dangerous sipnal for China,
whose GO ranks second in the world,

= Railway Freight Volume

Matlonal railway frelght valume contlnues decreasing dramatically
to 3.4 hillion wons in 2015, 4 sharp drop of 10.3% yesr-on-ver,
breaking the record. Currently rallway (relght volume has declined
to the level of six year ago.

11 Port Performance under the Mew Mormal

With Chinese economy having entersd the new normal state and
forcign trade in the pew pormal state of lowe w0 mid-speed
El‘[m"l:l'l, gome ane the d:}': when China's port I]'ll'llughrl.ll: Brew
rapidly. For Shenzhen, the most dyvnamic pioneer in China's

forelgn trade, the growth of port throwghput is slowing down.

As shown in the table above, Yantian Pont performed well on the
whole in terms of throughput in 2085, being 12,165 million TEU,
up 4.:8% vear-on-vear, which mesulted from Yantion people's
creative work facing difficulties, But we should be conscious that
growth mate has already gore down and the growth s et
satisfactory, Greater pressure i3 put on Yantian Port whose key
business is containers exported to Europe and Amenica, a5 export
o these regions grew slugglshiy,

While Shenzhen Port's overall performance is not so satisfactory,
The throughput grew negatively for five months successively since
the peak season beginning frmm August, indicating & shuggish
expurt market of South Chinae. And the competition between the
terminals of Shenzhen Port will become more intense as they
ahare the same hintedand. Plus the new challenges brought by the
rapld development of Mansha Port, Yantian Port's dominant
sratus are unlikeby to be sustainabie.

11T Analysis on Forelgn Trade Development 2016
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Currently world cconomy has mot found stable new growth
engine, recovering sloggishby International Monetary Fund (IMF)
released Word Economic Outlook on January  1%th, lowering
estimated growth rate of world economy to 3.4%, 0.2% percent
lower than the growth rate estimated in Ocwober 2015 The
grovwth rate of diveloped countries i estimated o be 2, 0%, 0.2%
higher than 2015; emerging markets and developing countries
growing by 4.3%, 0.3% higher than 2013, World Trade
Ohrrganization (WTOH predicred that world trade 2016 would grow
b 3.9%, lower than 5% the svernge level in the past two decades.
Developed countries” export was predicted to increase by 3,59,
developing countries 3.8%. China's foreign trade 2006 will have
tor endure pressure from home and sbrogd. On one hand, global
demand shrinks and international trode growth lacks impetos, On
the other hand, China’s traditional competitive edge is
weakening, In the process of foreign trade transformation and
upgrade, China’s traditional competitive edge will disappear
gradually while new competitive edge will not emerpe shorly,

which will broughe sluggish foreign trade growth.

LTPF Influences China's Forcign Trade Negatively

On October 5th, 2005, 12 countries reached basic agreement on
TPP {Trans-Pacific Partnership) in Atlanta, America, consenting te
free trade, TPP covers 4006 of the world economic output. The
key characteristic of TPP trade agreement s eliminating tariffs,
and tarifis of about 1B goods will be reduced or eliminated
gradually in the future. As a customs union, TPP will have greaq
trade diserimination effect and trade diversion effect on China.
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Forelgn trade has been plaving an Important mobe In deiving
Ching’s economic 1o grow for a long time, In the contest that
China’s economic restructure has not been completed and
domestic demand needs expansion badly, foreign trade will sl
account for half of China's economy in the forcsecable future,
And the Asian-Pacific region has ploved a key mole in China's
toreipn trade, with China's export to America and otherEast Asinn
countries taking up about half of the total export, therfore the
Asian-Pacific region s extremely important to China's economy
When TPT enters into force, the trade diversion effect it will have
may dilute China's bonws browght by participating in economy
globalization after jolnlng WTO, squeezing China's export
mearket, and impacting on China's forclgn trade to some extent.

2. Export Enterprises’ Competitiveness Further Weakened

[n recent vears, China’s production costs like lnbor, land, ete. are
imcreasing, greitly weakening export enterprises’ competitiveniss,
Currenthy, the averige wape per month of manufacturing workers
af Guangdong and other constal provinees §s about &0 dollars,
meore than twice that of some Southeast countrles, Since 2008,
the mindmum wage standard of Guangzhouw has rlsen Trom BE&0D
yvuan per month w 1,E95 yvuan per month, Shenshen from S00
vuan to 2,030 yuan, and Dongguan from 770 yuan w 1,510
yuan. According to the Shifting Economics of Global
Manufacturing by the Boston Consulting Group (BCG), China's
manufacturing cost is very close to America. Taking Americn s
the base (100, the manufacturing cost index of China is 96, “In
Rangladesh and Cambodia where a worker's wage is less than 130
dollars per month, garments can be produced with labor cost less
than 10060 ywan per capita. But things are different In Ching
where wage is &) o BOO dollars per month per capita. China has
lost labor cost advantage in the global contexe.” With labor cost
rising, it is not surprising that the competitiveness of China's
manuficturing which lacks core technology decreases further

If combining the prices of land and other production faciors, cost
gap will be further expanded. Emerging economies like Southeast
Asin and South Asia compete with and substitute China in
developed countries as they undertake capacity transfer of expont
processing and improve abor-intensive manufacturing. According
tr the Ministry of Commerce, from January i Augusi 2015,
China's share of seven kinds of labor-intensive products in
America’s import declined to 46.7'% from 47.7%, the level of the
corresponding period 2013, while Yietnam's share increased from
7.0% to 8.8%, and India from 3.6% 1o 3.8%,

3.Cargo Yolume Decreases in the Peard River Delia

Guangdong ks one of the areas which have enjoyed fastest
development since China’s Reform and Opening-up, whose GIP
rose sharply to 7.28 trillion yuan in 2015 from 18.585 billion
yuan, the level of 1978, by aver 300 times in only 36 years. And
the GDP of the Pearl River Delta takes up over 80% of
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Guangdong’s GDP yvear in yvear out. Lage-scale industrial clusiens
in the Pearl River Delia hove provided numerous goods for pons
in the Pearl River Dela, especially Yantion Port whose main
business i foreign trade comniners, helping w achieve Yantian

Port’s high-speed growth in the past two decades.

Hut enterprises in the Fearl River Delta are mosthy at the low end
of international industrial chain, largely depending on labor-
intensive production mode with low valoe added. With labaor cost
sonring, low cost advantage on which lubosintensive industries
rely is losi thus some enterprises can hasdly run and have 1o shu
down. And as Guangdong government promates “empiying the
cage. removing the bird”™ and the “double transfers™ policies, Le.
industry transfer and labor transfer, some industries have gone
out of the Pearl River Dieltn gradually, transferring to places whene
cost advantage is more obvious like inland Ching or Southeast
Asia, [t was reported that Foxconn would transfer its production
of 25 million mobile phones to Zhengehou from Shenzhen,

Prongpuan leaders mentioned in July 2015 when Interdewed that
428 Dongguan enterprises shut down in 2004 alone. In the
perspective of industiry, seven labor-intensive induscries. furnioore,
textile, electronkes, ceramics and so on, are where shutdown s
most common to be seen. According to Dongguan Thiwanese
Businessmen Association, cumrently the number of Thiwanese
enterprises investing in Dongguan has sharply fallen from the
peak 6,000 or = o about 4000 and the mumber of Tatwanese
Busingssmen has decreased by o thinl Shenzhen's processing
trade shrank by 106 in 2013, And Hong Kong businessmen
also indicated that orders fell sharply in 2016, and it is widely
believed that the current situation ks worse than that of the
linancial tsunami.

Labor-intensive products, mostly container goods, are the main
cargo exported. Whether thess enterprises shue down or transfer
production lines will directhy affect the export cango volume of
South Ching ports. Data from the Shenshen Customs showed
that import and export volumes by way of Shenzhen Pon
dropped dramatically in 2015, especially export had fallen year
on-year for 10 months in o row from Feboaary o Movember, Aad
the tal value of labor-intensive products exported by way of
Shenzhen Port declined by about 9% yesr-on-vear Shenzhen
Port, as the main chonnel of cage exported from the Peard River
Delea iz preatly influenced. And the situstion that TEL increases
naturally brought by large-scale indusiry clusters of the Pearl
River Delta in the past two decades has been significanthy
changed now,

4. Ports Face Changes in External Environment
* The Trend of Mega- Yessels

Data from shipping rescarch institute Alphaliner shows that by
the end of 2015, a twotal of 779 large container vesselswith
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carrying capacity of 7,500 TELU and above have beéen put Into
ke, including 32 megavedsels whose capacity are more than
18,000 TELL And shipping companies have ordered 248 large
vesselswhich have not been lsunched, including 77 super-

lnrpevesselshaving capacity over 18,000 TEL.

Yantian Port is dedicated to becoming the preferred port-of-call
for mega-vesselsin South China, By the end of December 201 5, of
all the vesselsherthed in Yantian Port, 51% are lange vesels{above
8,008 TELF), andd 23% are super-large vesselsiabove 13,0040 TEL),
But mega-vesselawill also pul pressure on pont operation, as mom
resources and facilities need to be allocated, and finer service &
convenient transportation  supporting svstem et necd o be
provided for them.

* Higher Cost and Lower Income

As for port operation, the prices of factors including labor cost are
increasing, In order to enhonce service and handle lanre ships,
mew poris and facilives need w be built, and old berths and
facilities need 1o be updated. Also new requirements [or
environmental protection make port enterprises Increase inpait
All mentionisd above contributes (o higher pon operaton cos
Meanwhile, to stimulate foreign tade growth, Minisiry of
Transport has launched a series of policies o medoce export
charges. According toMotice of Regulating Port Ship
Disbursement and Pomt Facility Security Fee released by Minisry
af Transport and Mational Development and Reform
Commission, povermment regulates port ship dishursement and
port facility security fee, which enters into force on September
2inh, 2013, These measures make port income reduce largely.

* ShippingCompanies’ Dismal Returns Influence Port
Companics

Because of low transport price and excess supply, 2015 witnessed
liner service experiencing heavy losses again. Shipping companies
have to adjust routes to survive in the off-season, Meanwhile, by
the end of 2015, 212 vesselsare idle, amounting o 1.7 million
idle capacity armund the workd, tiking up 6% of the total copacity,
including 48 lurge vesselshaving capacity over 13,800 TERU, Tt s
reported that influenced by subcessive excess supply of comtaines
ship and low-speed giobal economic growth, AP Maoller-Maersk
decided to give up 4 batch of option order for 14 super-lomge
contuiner vesselssigned in South Korean shipyard in June 20135,
including 14,040 TEU container vesselsand 19,000 TELU
container ships, Great changes have taken place in shipping
market 20016 that CMA CGM purchased American President
Lines (APLjand China Shipping merged with COSCO, which will
have profound impact on current shipping alliance pariern,
changing port calls. All mentoned above will make terminal
companies face more difficulties in suiving 1o maise charge

standand as a result of years of incressing input and higher
OPETELIDN COsL.
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* Throughput of Hong Kong Port Drops Successively

It ks reporeed that the contaner throwghpaut of Hong Kong Pore in
2015 is 20114 million TEV, going down by %.5% year-on-year,
falling for 4 vears in a row, the lowest level in 13 years going back
tov the level of 2002, Hong Kong's ranking on the global container
port list has dropped from the first to the fifth. Hong Kong's
change is worth reflection for other ports as they share the Pear|
River Delta as their hinterland.

It 18 worth mentioning ithat the threughpot of Singapomne Por
ranking second among global contadner ports dropped by 8.7% in
2015

IV Reflectionand Suggestions on Port Operation and
Development

LAdapting to the MNew Mormal Actively and Striving to
Achieve New Development

The new normal stite of etonomic development and foreign trade
will imevitably sesult in the new normal stae of port throughput
As for Shenchen Port, the past high-speed growth has changed
into mid-speed growth In recent vears. It can be predicted that
Shenzhen Port will enter low-speed growth phase in the future,
and even negative growth may occur in some year. We must grasp
this grest change and mdjust our attitude and sorategies, While
keeping traditional advantoge of exporting heavy containers, we
should attach more importance to and stremgthen the
development of international transit and other business, develop
imtermodal services, and expand  hinterland.  Furthermore, the
rising cooss-horder e-commerce will be o new engine of contalner
shipping growth. We should selze the opportunity that Shenzhen
has been approved as @ comprehensive pilot area of ooss-border
C-COMMErce, pay attention o cross-border e-commeroe business,
study and track its trend, meamwhile, study and exploit policies
about the back land aren and warchousing. In a word, we shouold
grasp business growth moute in the new normal state, striving to
achieve new growth in the new nommal state

2. Comtrolling Capacity and Balancing Development

Hong Kong Container poris hawve changed from under capacity
years ago to overcapacity in 2015; now Yantian Fort has mom for
extra capacity of over 4 million TEL, and there is big room for
Dachan Bay's capacity. Again, much capacity s idle in Zhuhai,
Huizhou, Dongmaan, etc. While in the new normal state, forcign
trade TEU grows sluggishly. We can say there i overcapacity in
terminals of the Pead River Delta. With four one hundred-
thousand-ton and two seventy-thousand-ton container terminals
tor b Brailt in MNansha, the capacity of Pear] River Delta ports will
largely exceed demand, Under this situation, it i3 worthwhile for
every party in port industry to think about how toachieve
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differential operation and diverse development, how 1o create new
opportunities with collabomtive development of the whale
Iogistics supply chain, and how 1o make the cake higger instend of
grapping the original sfices by means of lowsend price
competition. Shipping companies have given us o lesson that
price competition makes evervone lose with no winners,

3.5urengthening Micro-control and Making Plans Reasonably

The government should strengthen micro-control, improve
planning, and curb blind prowth of capacity to meet the
regquirements for port development in the pew normal state, In
the past we always said that infrastructere construction shoukd go
ahead moderately, which is right in the period of rapid economic
and foreign trade growth. However now, on one hand. economic
growth slows down and there is overcapacity in terminals; on the
other hand, many ports are making umbitious plans. It s
necessary to calm down and rethink, Currently China s
promoting refoem of the supply front, of which cutting excessive
capacity is a key point. In terms of port development ofthe Pearl
River Dielin, we should especiallv pvoid mah setion in the name of
“Orme Belt and Ome Road”, bringing new overcapacity,

If in the long mun new terminals need wo be built in due course,
then when making new plans, the povernment should have overall
pemspectives, be conscious of cost-benefitand plan constrection in
the most suitable place following the tend of lagercontalner
vessels, For example, the East Port of Yantian Port Is the most
sultable place to build super-large berths because of s advaniages
in water-depth pnd channel, While if building lupe berths in
some other areas limited by natumal conditions, the government
should nvest heavily to improve channel and high dredging cost
need be spent every year after construction, which will be
counterproductive compared with the east aren of Yantian Port,
But if these areas cun harness the advantages of the national free
trade zone and the prospects of Qianhal o achieve industrial
transformation and upgrade, they will create more value for
enterprlses and soclene

20
21



2T R 5 hE AR AY
SEERAEON

GLOBAL CONTAINER PORT INDUSTRY
UNDER SWIRLING STORM

LARSE TLER
By Xu Jianhua ([Industry Expari)

SHESEN S SRR CENTE
MERASUOERR TR, 2
mEERREOLE. SRR
NimEwN . MEATE. EEa
AREBEr L. A0DWEADE
MRS ERBERPL
BRI SSHEE O W N T i
TR

S, EEENELEREZREEER CNED. —Hi
Wi R R IR F R ES T . RO T
fhaBem? 20165 O FN0H A B i gy

05FREHFFLERRRE _0y°

08— ISR &

A R S0 T L R R 0 O B S (L LR R
TRTIE dk 8 0 A 40 o 5 i S ML 0 e O D ol 3 )
i, I Ok .

RO X A SRR SR, IR e
HTRIGREANPEORTEENBOITS. T EH
fEFfRecafitditcntktn. PESFECHSRE T
¥, 20155 [FIGDPI R M Fi0. 0%, BI2SEREFE. WL E, B
EH o B, Moo s i npam g, Ha
UETLA-F A, 1 Eafteis B (e fe B RR1IE.

ERTE R ETFH B L, BT HPFNEER LA
B IR R T A B Rt R, RS
SHEREE, BORERGERN. TETSLHT:, |
IR EIE L e A TR S A M g L S S W RS
M k.

T4 i) BE A R o RO O B WA T O
S BRANRNEORARFRERAE TS ERER
M0 3 (o D 0 A AT

o 0 e B OGS O R L R, R
R, i R T R R R .

SR, AT (R A 1 AE20 1 547 S e T 9 TR o R

Feia =

At the moment, the container port industry is shouldering
increasingly tense pressure. A maritime financial storm is appmaching
the Uner transport Industre How will such crlsis affect the port
industry? What strategics can ports take in 2016 o deal with the

crisgsl

Was the Plunge of Contalner Handling Capacity in 2015 only a
Small Mistake?

Wenk demand of global containerized trade doesn’t menely affect the
shipging industry The port sector also worries about shake the trade
berween major trading notons, which means @ would affect port
Imzsiriess.

The sluggish ecomomy of the Eurozome has cavsed o plummet in the
trddling volume in Eumope; with those natbons deeply rely on trades
with Russin bearing the brunt of inermatonsl sanction. The econsmic
uncertainty of Latin America has also bt s pors. China is oo
exception, facing economic dowdown when its GDP growth mie
droppest to 6.9% in 2003, a recond low in 23 veams, Even the ports in
Morth America enjoving sound development have witnessed
abowdewwn in volume growth in recent months,

Mew jumbo container ships with higher efficiency are playing
increasingly importunt mofes on cast-west trunk trade routes. However,
posres have pald o price to handle them. Neower generations of cranes,
longer and stromger wharls, deeper berths, lnmger container vand, os
well as more advanced terminal facilities are required in onder to
accommodate these giant ships.

[t is not only o problem for lorge pons. Pors along the seoomdary
troafing routes also hove o think about how o deal with larger ships

phased nut from the main mutes.

Ports relying on healthy trade volume want to ensure both profit gains
and wvestment return rates. ¥YWhat they wish for is the global trade
will be getting hetter.

However, analysts are convinced that the plunge of container
handling capscity in 2015 was only a small mistake, Duewry suill
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predicts that the annusl growth rate of container shipping demand
From mow e 2009 will reach ammemd 4_5%.

IB000-TELN Container Vessels Becoming a Morm on Trans-Pacific
Reviites

Vessels with IB0-TEL capacity were specially desipned for Asin-
Evrmope routes. Ports on west coust of America ane not considered
suitable o accommodate such large ships no matter from the view of
port efficiency or depth of water However, "Benjamin Franklin®, a
[7, BOO-TEL vessel under CMA CGM's Aeet, visited Los Angeles Port
and became the largest ship that ever wvisited the port on the west
coast of Americn. 1t called ot Long Beach Port Later which is also o
member o the swest codast gt the end of February and e wislt was
turned out to be a swecess. Based on all s good wack recond at ports
of Loa Angeles, Long Beach, Avckland, and Seattle, CMA CGM then
announced in early of March that the company has determined to
deploy six large ships of the sime series on the troms-Pacific routes
from the end of May and would let them vish the west coast of
America on a regular basis.

Earty in last October, Jooques B, Saadé, ohe founder and chairman of
A CGM sald in the above mendoned call in Lios Angeles that the
move was Lo show "CMA CGM ks confbdent in the long-term growth
potential of the America economy” and the ebjective of the company
wis tor entlarge its market share in the American shipping marker. Both
Maersk and Hapap-Llovd commented that they woudd not follow it,
whlch proves that it (s really a surprising actbon taken by ChiA CGM.

Accomting to the report of Los Angeles Port, a total of 11200
congainers were handled during the stay of “Benjamin Franklin® at
Maersk's Pier 400, Many analysts doubs that even lage pors fike Los
Angeles and Long Beach may not have the ability to handle the
regular visies of such giant ships,

In fact, the wiilizstion rate of that ship only counted for around B,
In sddiveon, all the sctivites of pon operasr and tuck companles
taklng part In wansporatlon of containers were well planned.
Thernfore, the success of the call doesn't mean that there will be oo
problem for futune regular visiis.

Those so-called “large ships™ with capacity exceeding 10,000 TEU are
popular with carrders a8 they are economibcal, bul they are 6ol
necessarily beneficial to cargo owners, They require cargo awiers to
fund the infstructure for intermodal services, as they want the
handling process be sccelerated. Carmiers who operate such large ships
are arlthcleed for this reason.

For example, a port on the east coast of Amerca is experiencing
similur situntion: get prepared for the expanded Panama Canal wehich
enahles. 13000-14000 TEL ships to cross the Central Amerlca
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Pore of Miami, Morfolk, and Baltimose are the only pons that can
deal with luge ships on the Atantic coase of Amerca. Owher pors
such ae Mew York/ New Jersey, Suvanmah, Charleston, |acksonville still
have a lang way to go in omder to hanadle mega- ships, Mo carrier his
so far planned 1o deploy ships only to the east coast due to difficultes
in the connectlon between onlamd infrastructure, tock transport, and
intermesdal services, ned to mention lack of shipping demand o Gl

such barge ships.
Bigger Gaps between Poris in Different Regions

[t is predicted that gaps between ports in different regions will be
enlarged in the future, Global port operators will see spportunities in
secking business expansion.

A Lirge part of cargo increase in the world comes from Southesss Asia,
South Asia, and Indian Subeontinent because ports in the developing
nations on these regions are on their way to modernization, Besides,
poris in Middie East snd Wesi Africa are faced with plenty of
opporunitics, too, Some of them have aleeady established footholds

in such reglhons s as to grasp future opportunities.

Port, of Mehrg, the lirpgest port in South Asis, will witness at least
double handling capacity in PSA's new port, exceeding 9 million TELL
China Merchants Gooup has bulle the first decpwater contabner port
in Colombss Port in Sir Lanki At the sime time, some new ports o
under construction planning in Southeast Asin. In Mediterranean,
Pirneus Port in Gresce which s held by COSO0 has seen double dipit
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growth In dts handling eapacity for many consecuthve yearss. It ks
endeavoring o expand  multimodal services in East Burope and
improve the constraction of key connections of the countries along
“Une Belt, One Road™,

Exvepd from the continuous expansion of Singapone Port, such nations
in Southesst Asin as Borma, Vietnum, Thailand, and Indonesia are
building new ports too,

It is estimated that the handling capacity of ports in Middle East wifl
double by 2020 and reach 30 milllon TEU. As the trade sanction
posed by the intermarional CTHRIUNILY  on Iam has ensect, Iran's
handling capacicy will see more increase. International container port
operators are competing with each other o devour such delicious
market, Accondlng to DP Waorld, these operators have met and talked
with rn afficals,

In West Africa, the increase of trade volome has fostered container
shipping companics to provide Lager ships to this region and pushed
port operators o desigm new ports. For instanee, APM Terminals and
Raslbore have ml:ﬂrthr Inumched a 1.5 hillion deosllars presgrim g tharild n
new port gnd o continer termimal s Tema in Ghana, 10751
(headguurtered in Mandin), together with ChA OGM, sre planning o
co-bulld o conialner terminal thar can handle 2.5 million TEU in

Lagos in Migerin

The deep-water berihs in West Africa hove brought trouble 1o the
transshipment huls in West Mediterranean Reglon, such us Tanger
Med, Algeciras Port, and Valencls Port, which have been responsible
fiar . Barge portion of cango transler in the region. Newly built ports in
West Africs will enpble container shipping companies to transher
cargn from the pori that is the nearssi to the destination. i the
carriers consider this opton ks more economical. they will change the
transshipment hub from Mediterranean 1o Wese Africa

Challenge for Port Operation Efficiency

The wade growth Is predicied o be mild while In West Afrlca the
transshipment opportunities will expand busines in some ports,
COROD and China Merchants Holdings International (CMHI) are
ypical expmples, They provide tmnsshipmeni service through lurge
ships in Esst Mediterranesn as s means to increase their market share
im the region. In addivos w the business expansion at Piracus Port in
Greece, COSCO also bought n nomber of shares in CMHI's

accpuisition of Kumport in Tiorkey

The starting polnt of the 20016 transshipment business is the open of
the third lock in Panama Canal, which enabled the first eniey of ships
wath L5000-14,000 TEL. In Panama and its netghboring nations,
curriers will take advantage of transshipment o fully boad ships and
establish o series of new transshipment hubs in every entrance along
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both sides of the canal. Compettion will become Gercer. Ports on the
east ooast of America should e o ensure lorge ships can have a
smiath visit, If they can sohve relevant problems. for large ships, maone
ships from the trans-Pacific routes will move from the west. coas
the east. Such & complete loop will muke cargo shipping in Centml
Ametica and the middle and east past of the US mome econmsmical,

The increase of cangn volwme is good news for ports on east coast of
America, but the chollenge s whether these ports can handle more
and more calls of large ships,

Hewy to handle large ships was a glohal foicus im 2015, and still iz in
2016, Large quantities of cargo have brought more pressure oo the
infrastructure of por.

Ports are mw ab the most crowded point in the history and many
people blame it on large ships. They think it is large ships that cause
the instant surge of cargo and i such moment, even some rrelevant
problem can break. and destroy the whole link of the transpors chain,
The lobor dispute st pors on west coase of America is an example.
Fl,m]'lle lpcm] n lewt of time onky to adve the ;m:lhl.:m that irritates
them.

[n Rotiendam Por, the lagest port In Ewope, people who an
intereated in the newly built Magsviakee 2 condides that autoimatbon
it the solution to the probdem. The two wharfs of Maasvinkie?2 (one
wis buile by APM Terminals; the other is Rotterdam World Gotewny
managed and operated by DF World} are mganded as the most
sutomated contalner pore facllitbes. Whether they will achleve the
promise to shase balders, e 40+ moves per hour, will become a focus
in the industry in 2016
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FOCUSES TO BE PAID DURING THE TRANSFORMATION

AND UPGRADING OF PORT ENTERPRISES

/EE TR
By Zhou Zhou (Industry Expert)
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Continueus profits dedlining of port industry under new normal

Hasext on the theary of industry Efe cpcle, the coastal ports. industries in
(:hiuthiuhi:ﬂymtmdllmmmmdzvdnpmﬂnpuhﬂhﬂlmml
stage, On one hand, under the new normal of economy development
and cransformaion, the ranspomacon  demands Incresse apparenily
slowly, which directly nesults in the growth of port throughpat s 2 digits
before decteased to single dight. On the other hand, tw pore growps of
each megion has gradhsally developed from oligepely o menopolistic
competition, which spnificeantly mcreased the competition pressure, and
euum.l.lll}r b 1o the :hl:li'nlng_ of berth utilization |, and contimaons
squerring of enterprise profit mangins,

The port industry shall be of hepyvy azsets industry, with high sunk coses,
therefore, the effect of rmapll decreasing of market demands on the
enterprise profits shall be more apparent, with the concrete
manifestation of continuous dedining irend of enierprise returm on
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difficulties of transformation for heavy pesets industries.

It ks forced on one hand by the situation of supply side reform, on the
cther hand, it is the mberent navural requirement of pon enterprises
pursubng munimise profits, thercfore, trunsformation and upgrading
becime the development priority of port enterprises, no matter large-
scabe or smuallsize, in the "Thineen Five-Year-Plan®, Compared 1o light
assets industry, such ns fimancial inchestry, swience and t:thnnl.nm.'
industry, alithoegh & denr advantage of wale has been formed due o o
Inrge number of assets Investment in the pore indusory, however, because
af the high sunk oests and high route dependdence, it trends o lgnore the
influence of sciempoeSoiechnology and innovatlon on sirengthening the
enterprise sustainuble development capability, which therefore makes the
difflcalty of tansformation highes,

Whemeas, it i crucial 1 pl:.}l the mles nl’p.nwn‘:mmL that i, lessening
the market intervention and deducting administrative management
throuwgh the neforms po the government bevel, and creaning a favorahle
cwlmnment for enterprise development by cutting off taves and fees
and setting up negative lee Bun mearwhile, the enterprises shall put out
all their subjective indative 1o do whal they can do amd what thaey can
do well, Specific w the emterprise level, por enterprises st deal with
several aspects of the relutionships prior to the tansformation:

First, handle the relationship between supply and demand, As o
hasic and service Industry for nadonal economic and social
developmient, the port ndusiry embodies mare characieristies of the
supply siide. Therelore, when the por enterprises moet the “supply skde®,
e inherent requirement of service supply side neforms B8 o improve
sErvice qullt}r anid cfﬂ:ienl::.e, redisce service coats. However, on the sther
hand, the priorties of nforms shall be innovative service model,
expanding service functions, providing customers with mire flexihle
services, and thereby creating demanads or inducing demands. Especially
in & fesce competivion situation, only digging the costomers” demand for
persnnalieed wervices deeply, and kg unbque measunes can make high
profits. For instance, in Rotendam, the customens are sttracted by
prr_r'l.'irJ.i'rll; rustomers with onconsentional, private and  custom
personalized services.

Secomd, handle relationship between inputs and outputs, Under the
circumstandes of demanids declining, structural surplus of pon apacin
anid rapid rising of labor coste (s Figure 3), The model of obraining
Tdgh output relyving o massbee Infrasirictare bvestment and labos bpil
imoe D000 can nod sustained any mone, [ s cssential to seck 4 more
reasonable nput-output model, One approach is o improve  the
utifization of existing capacity, such as propesly equip-with mechanical
devices to improve operating efficiency, and develop the work efficiency
of dockers 1o increase rate of ostput, which applies to the small and
miedbem port enterprises with developlng spece. Another approach (s o
improve mie of outpul by technslogicsl inmsvations, such as Iniemet,
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big data, and imelligent, for example, build astomotion terminsls, it is
suitable for large-scole developed pori enterprises duee o the Lage
Imvestments and hong-term fewrns Moo maner what approsches o be
taken, more stenton shall be paid o the dialectical development
relation between dong-term and shom-term when measuring the input-

amitpust ratio.

Third, handle the relationship between price and markee. Fort
enterprises in monopediste competithion moarket most have a sufficient
inflisence in the market w get the corresponding monopaely profiis. Price
wid b just one of meand Lo gadn market contiel, which 8 not
sustainable Therefore,  the port enterprises of different development
stages in different megions will have different means of competition, In
thi reginns that are r!'hm"d}r mature, the enterprises ranked hlghzr meedl
pay more attention o achieve the influence on the market by updating
services andd controlling the  loglstics chains, In additien w0 the
reasenahle price competitions, Yhereas, the key point to contml the
logistice chabns 18 o strengthen the integration of the poerts and oealn
key nodes of inland sousces, customers thiough participating in
investnent and construction, Indlding logistics platfocm or integrating
||:|Ehtiu processes, so as o enhance the discomrse power and pricing

power of port enterprises in the total logistics or the half Iogistics of
“hinterland-port oestomers”.

The keys for handling varlous relationships above-mentioned lie in that
the pom enterpriscs should fully undesstand thedr development suages,
location, competitive landscape, and sther external envirsnments, and
then choose their own strategic mitatves, clear the principles and
direction for fature |'J£'I|"Eh|‘HT!'I1L In pclddition, the internal reform and
innoveation capacities of enterprises also play an important mle i the
transformution and development in the future. Theredore, the Enllowings
are the keys to determine whether the transformation of pori enterprises
will be successiul or o

First, asset and capital verification and comprehensive analysis of
the financial status, In the contest of mpid throughput grosth, as long
as there is amount, there are profisg, thus the enterprises cane fittle aboue
the financial siteation, which therefore covers the crisis behingd the
1 %— T asset-tinhility atio And now in the envimnment of slow
throughpat growth and continuous cost increasing, n onder to guarantes
ihe reasonable profits amd cleat Tutsee devclopment direciions, the
priority i3 te clean the enterprises themselves, petform the
comprehensive asset and capital werificaeon and break down figures like
enterprise assets, liahilities, mvestment retums, pmofit copacity  and
returns quudity by kvels from the levels of enterprise and project, and
reveal the inner nopures behind the figures; 5o as o lay the fomdations
fewr mexy peform, This step s partdculady oritical for the lingeamediam
scale por enterprises with false throughpart data, chaotlc financlal dats,
complex enterprise archivecture, and also the basis declding the
dirertions wnd longevity of a enterprise i the futere,

Second, Be simple and reflecs the enterprise's operation amd
management mode. The organization structures in port indusiry are
complex and diverse curnently, including the flar management strucre,
such as parent company - subsidinries mode in Yingkou porr, and verrical
maAgEmenl structure, such as parcnl company - subsidiares - branches
mode in Shanghai portz and abio includes the investment mode of
engaging in investment conatrsction in varous felds on one's owr, and
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the mvestment made of obtaining profies by leverage effect. Diffenent
operathon and management modes have distincily different effect on
contmlling costs, mmprewving efficiency and expanding bisiness for the
enterprises. cipectally for the enterprise groups with & large number of
alfilimes, subsidiaries, and comples businesses, and the unseasonable
operation and managemen: mode will significantdy increase the internal
transaction costs and reduce efficience. By rearmnging the speration and
management architecture and deleting the redunduncies, it shall be
favorable for the enterprises o clear the development prioes, and
improve pesoaitee Input-outpal eatko. For some branch operations,
outsourcing can be taken to reduce costs; and for those dosely related o
et madn business, it 3 oble o strengthen the controd by bolding o joint-
VEMELNE COMpary

Third, focus on the majorities, and systematically sort oui the key
links of logistics services, As the hub for fogistic services, the pons
May an important mle in the freight tanspon logistles chalng doe w
thelr fusctions of reloading, storage, disuribudion, value-added
processing, and information services ete., and have the convenience to
extendl o the up'downstream links. This is abo the reason why
enterprises take service function extensiom as one of the consideration
for transformation and upgrading directions, Therefore, port enterprises
shirnald r_\r'.srrrrl.ntir_lﬂ_v sore cuaf the k.nr finks therein and the links can be
integraged or strengthen (fom ten perspectives of process effects and
bencfit contibaition for comprehensive analysis) scoonding 1w thedr
tisiness arcas, amd combined with the anabysis of input-output and
finuncial benefits in various business ancas; Meanwhile, as {or the 1ol
h@:rj: services, clear the links that may enhance or weaken their own
businesses, on the basis of which, on the one hand, optimize their
husiness processes by simplifving or innmative processes, o reduce oo
and mmprove the efficlency, also polnt out o development direction of
refiorm and tramsformation for the enterprses; On the other hand, take
necesaary measuees of intervention io the key links of total legsties for
the conditional port cnterprissso as to enhance the control of the

logisties chains grachealby

Forth, pctivate the stock assets, and stendily posh forward the
integration of enterprise businesses. The existing stock assets pwned
b the port emterprises, such s the land, dock, and machinery snd
equipment can bring mone profils only after activaied. Whether by the
means of assel securitization, of holding shares with the land, can be
used v activite the port stock assets. Activating the stock assets s one
of the purposes, and it i mese imporant to osderly promote the
integrzion of relited enterprises through market-oriented  opemtion
miske, = as to form the integrated power o jointdy promote the
develogament. of regional pors markess. Especially in cxpanding services
related o the pom Anance, Insurance and sformation ete, B can be
performed  better by Introduchng the professional coterprises from
appropriate industry in the foem of joint venture cooperation, then the
lrge stock assets af port enterprises would play an imporiant mle. The
premise for promoting integration proces is thaot, first, pant of the stock
assets are overcapacity and can nod make benefits; secomad, be optimistic
abount the futore development trend of related businesses, and fight for
the future camings with existing assets.
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RESPONSE TO SHIPPING DOWNTURN CRISIS
OPTIMIZE AND INTEGRATE PORT RESOURCES

I/ATHE T EE
By ¥u Henian{Industry Expert)
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Firsi, “extreme cold” in dry bulk market BIN on the edge of
collapse

A present, how bad b5 the global shipping industey? Juse look ot the
situaticn of dry bulk cargre tansportation accounting for more than
half of the total global shipping?

1. BIM fell from 11,793 points to 29%0points in clght vears

e Raltic dry index (B was founded in early Janaary 1985, with
1) podnts &8 the baseling. As knowmn in the industry, 2000 |5 the
break even polnt. Since January &, 200 4until the end of February of
this vear, BDMkad been below 2000 in contimsous 539 trading
days{The annual tading day shall be amoand 2500, in which,there
were gocumulated 565 trading days, it was below 1000, in which,
there were continuous 49 tradding days from December 15, 2015 to
the end of Febreary of this vear it was below 500, and in which, on
Fl‘.'l'm.m.r_!,- 10, 2006, BDT reached 2940, the lowest peinis recod in the
past M yenrs, decreased by 11,500 points or 97.54% in the past eighi
years compared to the historical peak of 11,793 paints on bMay 20,
2008 before the crisis, Therelore, we can see that, BDE moy fall on on
the edge of ¢

2, Freight of capesize fell from USD 38023 oo USD 217 2within
three vesrs

Seeing from the transportation struceure of intermational dry bulk
cargn, tron ore and coal transportation sccounted for mone than half
of the todal transport volume, and more than B0% of the global fron
ore shall be transporied by capesize, accounted for 13 total wolume,
Freight of capesizeshall be a4 key facor determining the drvbulk
:11'!'|1|:|i:ng Irl'i:E.['JJin.ll:ln] |:r:,r thie market tlel'url.mcnl of RS Mlatm n
2013H, generally shipping companies shall be able to achieve halance
when the daily profit of capesizels USD 153400, As known in the
indusery, USD 340,000 shall be & "psychological barrler®.On September
27, 2013, capesizedsily profits reached the highest mecord of USD
38,023, 0n August 5, 2015, it was szill USD 20,601, While on March
11 in this vepr, it has fell to USD 2,172, reduced by 35831 or
94.2%% and 1542%r B% d6%respectively compared with the
previous two peaks Since last December, the Baluc Capesizelndex
(Bl ecreated new lowese points contmuanlly, and reached 161 on
March ¥ of this vesr We can see that, the main force of dry bulk
shipping market also suffered the risky Souion of “collapssd like
tandslide”.

From September 2003 to Mach 2006, only hall and two years,
capesize daiby pverape profit has dmopped by UISD 35851 ar 94200,
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as I it fell from the pesk with on aliitude of spproximately 40,000 m
pir liss than 3,000 m i the beatom,

Second, Difficult for recovery due to oversized capacity supply,
and weak Industrial demand delays recovery tme

Shipging medin Managing Mt Zhuang Yi, director of grester China
Region of Baltic Internationn] Maritime Conference (BIMOO) | sasd
I oan imerview, the moot esson for contimesous falling of BEM lie s
the demand side, the word's mapor econombes, such as the United
States, the Europenn Union, China, Indin, Brael, and South Africa,
are in o weak state, Demund for dey bulk cange is ol relatively weak,
and did not reach the public expeciations. Meamwhile he pointed ot
that an the supply side, since the shipping crisis in 1997, overcapacity
hhas always been a big problem in the shipping indusory Indusory
experts have predicted that there B a circdde every fve-year starting
trom 1998 Caleulated according to the time, in 2002 or 2003, che
shipping industry should be in & roovery phase. Those speculators
who belicve in "a cycleevery five-year® increased the amount of new
ship ordersin this perbod and walted for the opporunity. While the
recovery dicd nea oocur, which made the condition of excess capacity
warse, and extended the recovery timefurther. Peters Sand, a shipping
analyst of Baltic International Maritime Conference (BIMOCO)  said
that, "we would probably be suffered o darkest perbod since 19800
Sand pointed that, slow demand growth would bkely defay the
recovery time of international shipping  io a muoch larger
degree According o the prediction of Send, this “winter” of giobal
shippingis lkely to continue amidl 2007,

That's the case, in 2005.000 only China's coonomy, as well as Europe,
Japan and emerging economies were slow down. The prices of global
major commedities were declined shaphy, the import and expont
transactions of |rom ore, coal and grainremained weok, industrial
demand was still low and overcapacity, which resulted in the slow
recewery of the world economy, increasing of downwand pressure, and
dim prospecis. Under this hackground, dry bulk shipping market fell
imto the trouble of "cooking without rice”, what's worse, conskdering
the redundancies caused by the overcapacity o the past years, it s
difficuly v recower for being atacked by severe diseases, which also
leed to the "extreme cold” ajpainst the expectation. Actually, this i3 the
“reversal pressure” and "revenpe” to the out-of-contml and overheating
al the oversize economies prior to the outbrenk of the criss, That s
the dialecties of market economy However, see the moovery from
ancther prospect, now the dry bulk shipping market i3 in the period
of "darkest before the davn®, subseguently is that possible o welcome
a period of "warm air blwing on the carth slighthy” and “sanligh
shining on the armor as bright a2 golden scales™ 1 is believed that
the marker will follow the laws of disbectics, this & nor just s
philosaphical subject, but also s practical subject.

Third, adjust the structure and allocate the resources relieve the
influence of shipping downturn
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From the supply side of three major commadities, that Is ren ore, coal
and graing, to dry bulk shipping, 1o the pons, then w industrial
demsand side, it constitutes the port and shipping logistics link of
global supply chain Miners, shipping enterprises and port enterprises,
“three in one', forms a logistics supply chain of “sharing pmsperioy
and bearing losses together”, with & common demand
terminal Usually in 2 state of balance between supply and demand, it
will be a win-win situntion,Mow the problem is weak indusirial
demund, declined major commuosdities prices, overcapacity in shipping
imdustry, which directly affect the nommal operaton of the port wnd
shipping logistics During the economic overheating period prior w
crigis, mussive increment of the sapply far exceeds demand-side
capacity Ad that time, the poris strupgled o expand the port
terminals, and shipping companies made all effort o boild the ships,
expected the shipping trends and demand sesulis incorrecthy, which
led o heavy stocks of overcapacity after the crisis, and made the
service supply chain of ports and shipping fell into o abnormal staie
with serious imbalance between supply and demand, and therefore it
was extremely difficult to develop,

A present, the global economy kepr slowing down, and China's
economy  stepped into the new normal of regulating growth,
aptimizing the cconomic strscture andiransformation of inmovation
driven, o as o promote the supply side reformsfocusing on the
reconstruction of enterprise micro-mechanisms This "new normal” and
“supply side reform” i the programmatic countenmeasere for the port
and shipping enterprises to free from downtom. Recenthyowo states
owned freight companies, Cosco and CSCLwere merped and
reorganized, which was ademonstrativelnitistive. Then how shall the
part enterprises dot

I Eliminate homogeneous competition  commonly  establish
supply gradient

Some experts pointed et that, as with the shipping capacity, in the
current status on the spply side of the pors, there o also exist
increased homogencous competition, incfficent resource allocation
and profic falling of enterprises. Betum on equity of the port
comgarues listed A share marker has declined from 13% in 2005 w
less than 8.5% in 2004;0verall surplus of supply capacity, structural
comtradictions still exist in China's ports currenthsoomparisans of
ports gharing the same economic hinterland, excessive investment,
duplicated construction, resuled inserious Insufficlent productbon
efficlency of berths, and the embarmssoent of the “sunbathe”,

"empty” docks are quite popular

Supply side reform is a large strategvAs for the pori, supply structure
for the pors sharing the same cconomic hinterland shall be

cotisidiered 45 & whole, each port should have it ovwn focus.and esch
port should make all jts effort wo obtain its own profits, Homogeneous
competition @8 caused by homogencous  sapply. which resolts
oversupply and deviates from the demand gradient, and brings harms
to all partics Therefore, adjust the homogeneous structures, avoid
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from homogencous competition, sort out the focuses, determine the
supply a8 demanded to create supply pradient, which shall be
particularly wrgemt during the downturn period. i this aspect, regional
cooperation of ports and logistics in the Yangtze River economic zone
shall be worth leamning and reference For example, as introdsced by
ShenWeixin, general Manager of Manjing porn group, by adjusting the
port. functions, increasing wsage efficiency of s shoreline resource,
Manjing port focuses on the rver-sea transshipment for dhe imported
metal ore gt Yangtze River ooal transpom fom North ares and
imported coal. imporied ofl wnd liquid chemicals of the provinees at
the upstream of Manjing 1o the hinterland along Yanguee River

2, Delete ineffective supply, and develop effective supply

The volume of the ports was sliificantly Increased in a perbod of
“massive building and quick construction”, while the effectiveness of
supply wus not incressed 0t the same time, instesd, redundancy of
ineffective supphy was increased, which beeached the regularity of the
halance between supply and demand, and in the downtumn period, it
was auffered serioushvAs swated by Zhang Yongfeng, dean of
international shipping research office of Shanghal  International
Shipping Ingtitute, "Seeing from the perspective of port
enterprises,the overall surplus of supply eapacity, struciural
contradiction still exist in China's pors currently, mearwhile service
levels and efficiency of the ports need 1o be improved”, and how to
uptimize the structure of regonal pons, integrate and coordinaie
transregional ports wesmerees, innovatethe mode of pore services, and
improve the efficiency of port services better, it is very bmpaortant

Therefore, the pon enterprises need o clean up their own supply side
condithors, make the list of ineffective supply requirements, *lose
weipht and deduct redundancies” step by step, and develop effective
supplv on the basis of innovating mode of port servicesand improving
efflciency.

3 Activate stock resources, and dig the innovative supply

As wo the dry bulk rerminal opersions, pons mainly have the spatal
resources including shorelines, warehouse and stockyard, i ghall be
considered on how o optimize, allocate, imtegrate and activite these
imventory of these “immovahle” resources, and adjust the structure to
adapt to the new nommal XieXie, a rescarcher of YWaterborne Trunspaort
Reseanch Institute of Ministry of Transport, belleves that “in the case
of excess supplies overall, bt 8 difficult to gain & competitive
advarituge in a competitive market for the enterprises if they onky
provide the hand vakue of tansport,and they need to focus on value
added services in the trunspor, and constantly improve the soft vidue
of supply services. This requires a deep connection with the clients and
difficuley for replacement.”

In other wonds, in order 1o sctivate the hard value of the ports "space
respurces” |, thee key polnt k5 to increase the soft value of pont servioes,
actually, it is to oplimize value-added services of pons logisties
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deeply The “valuc-add point® Is to dlg the potential supplies, creaic
and avract new aupplies, For instance should the eectonic services
for wanehosming, stockyand be the "ultimate service™ln addition
the storage of goods,are there any other functions can be developed?

4. Build Internet + port, promotecommodity trading logistics

Seeing from the physical prospect, port logistics belongs o the
circulation link of commodity supply chain, while from an economic
polnt, 1t Is also o node of the whole process of commoditytade,
Supply chinin shall ales be commodity trade chain.

There is & major commadities trading center in Rizhao Pore, Mr Dy
Chumnzhi, presidentof Rizhao Post Group, believes that "in the
window period of 'supply side stroctural eeform’, mafor commodicy
troafing market is expected o becomenne of the most effective supply
sicde management tool for the port and shipping industry”
Commodity trading market is integrated with commodities,
information, copitals ond other elements, which can be allocaied
effectively through marker means Therefore, it has imporcant
influence om the  dreulatdng capacity of commodity trading, and
realizing the transformation and upgrading of port and shipping
industryHe suppests, "fimtly it s recommended o promote the
integration of trading markets, and establish the representative and
unified regional commodities trading marketaceonding w the national
relevant industrial podicies and ports econemic conditions,”

As we gl know, in terms of merchandise rade, e-commerce emerpes in
the ficld of supply chain servioes a5 Intermetbusiness mode “Internet
+* s creating a new force tha will change the world in the forms of
cloud computing, big dats, the Internet, Lopistics industry in port amd
shipping could not be isslated of counie, the boundary of operation
must be expanded o the Internet."Internet + port” was emerged
under this background. The online service in Rizhao Commodites
Trading Marketabove-mentbonedis o kind of connection.This 4 also
an mevitable trend in the development of supply chain services,

Caonclusion

There {5 no doubt that the countermensures above-mentioned will
imvalve a series Bsues in the aspects of legnl, poficy, emviromment,
security, etc. This aricle mainly presents & divectional ideator
referenoe only.
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REMEDY FOR PORT TRANSFORMATION
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As i key connection in the logistics chaln, ports have plenty af room
for development and hove well kept temeelves anfe froan financial
st for years, which is why pons are reganded as the “boss” in the
logistics chain. However, as the "new normal” of emnomy end trade
has been brought up and comfirmed again and again, transformation
of port services has been put on the agenda. For survival and beoer
development under the new normal, mnovative development paths
are indeed necesary for port enterprises.

Auriomarion

Compared with old terminals, sutomated terminals have such
prominent advantages as energy conservative, efficient, eoonomical
(brwer labour costs), Thenslore, automated container terminils are

Facing o bright future.

The container terminals currently under constrsction within the
natlen are Jocated in Xiamen, Qingdao, and Shanghsl. Iv (s said tha
the automated ternvinal of Xiamen Ocean Gate Terminal Co Lid is an
upgraded automated terminal from manval operation. Other
terminals which are still under manusl operation will be upgraded
atep by step based on the effect of the upgraded anes. Ningho Pont
and Shenzhen Port are also considering transforming  traditional
terminals to putomated ones, Unbike the above ports, the newly built
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terminals in Qingdso Por and Shanghal Yangshan Por are entinely
automated,  Tianjin  Port, Dalian Port and other pores are also
enngidering building new antomated icrminals

The Yangshun Phase IV Automated Terminal of Shonghai adopts the
entirely automated contalner terminal plan, which represeons the
development trend and the highest wechnological level of container
terminal tockay. Entirely automated comtainer terminal stands oot with
its high performance in ship receiving capacity, handling efficiency,
energy conservation and safety bevels, Upon completion, the Phase TV
Profect of Yamgshan Awtommted Terminal will achieve intelligent
handling, zero emilssion, and sero manwal operaton. 1 ks designed w
see g 0% owo 50% increase inogverape efficiency compared  with
traaliticmal terovinals at obsiously lower cost. In the cieumstance in
Qingdao, manual operation will also be decreased by around 7P and
aperation efficiency will increase about 3049 in the completion of the
attovmated container terminal in Qingdas aceording to inskdirs.

Informatinnalization

Maodern port logistics witnesses a trend of informationalization dwe to
the extensive ppplication of information technodopy and internet
vechmology in cargo handling, stogage, and wasnporaton. With
informiitonalization, an imeconnected port logistes  Informatbon
network is formed, the transport and fopistics systems are oprimized,
and significant decrease in logistics costs and improvement in service
can be achieved,

Shanghal Internatbonal Port {Group) Co Lud (SIPG) puts forward the
concept of intelligent pore. By broadly using the interner and imeernet
of things o purt services and the pstomation technalogy, it ensbeavors
o bubld seven largest public logisthes platforms which interconmect all
port services, and thus improves iis competitiveness, promotes
efficlent mtegration of the contather business rsources in the Yangtee
River as well a5 schieving port upgrade and wansformation. At the
moment, the intellipent port programs promested by SIPG include
port. services on c-commerce platform, intelligent manufacturing and
inteligent container werminal opernting system.

Ports in the Europe are branging up the concept of “Virosal Logistices
Chain Control Center™, which emphasizes that ports muost base an g
logistics nformation platform, form an advanced and fast “virtual
supply chaln™, improve the abliity of logistics information oollectksn
and pmocessing, and shoren time wsed in information exchange
d.zl.rl:l.up e=commrnerce anil Fl'r_n-llk such internet services a8 -E--h:u:l'_ing,
onling clearance, declaration, application for permits, settlement, tax
paymentiretumn. and virtual bank; expand the service scope o the
“virtal ports” worldwide thiough the “wirtual chain® With the
“wvimual chain®, the resources and information of every link in the
supply chain can be shared and the overnll functions of bogistics
service can be optimieed.

Port uf Hong Kong, wmwder fierce cmmpetition, adpois advanced
information system. Apart from lanching the st website of ane-

stop ecommerce platform for the shipping industry in Hong Kong,
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Huong Kong Port promedes the system of Digital Trade Transport
Metwork (EYTTN), which, through the application of modern logistics
technobogy and digital information management technology, creates
space and time value for products, lessens overstocking capital, lowers
defivery and storge cost, and connects different concepts of supply
chaln management, e-commence, dmely delbvery and zero invenory

Persanalization

In the aspect of personalized service. Port of Rotterdom provides
clients with persmalized shipping service to meet their nesds and
artraet more clients. It oalen provides clients with traneshipment
services and imermodal services, The perssonalized services of Port of
Hotterdam I'l:i]'] it herome o relinbde lllg'i:.l:h: Ervice pn:wiﬂ:r frir srmall|
enterprises in Europe and s delivery center become the chodoe for
many enterprises in Europe. [t is why 8% of the cargo handled in
Port of Rotterdim deesn't come from or go to Netherland, bt iranaie
via the inland transport network and can be delivered to all memiber
staves of the EL within 48 hours

Port of Hamburg in Germany provides services of processing,
packaging, assembling, sorting, and repairing for all kinds of corpo in
the free por, especially high value products. It provides shipping
agents with services of ED communication, EU customs cesrance
and so on. Port of Hamburg owns over 1RO professional
transporiation companies, s service scope covering Germany and
other regions in the Earope, It provides all kinds of services including
stomge, delivery, devanning for imported ind exported containers,
and door-to-door services.

A Pore of .ﬁ.hl\.mp_ tha idea of optimization exemised b}' !ngi:l.iﬂ.
service provider o the legistics chain has been ememplified in real
practice. With mone than 200 freight forwarding agents playing their
active roles, customens can enjoy efficient logistics senvdces @t 4
reasomal price, The operation of such agents are independent from
shipping companies and transportation companies, which means they
can choose the best moute for every shipment of cango. They can make
avernll managemen for the whole logistics process and find the best
siution for each legistics activity, Thenefore, they can therefore stishy
the wnigue dumand of every customer.

[Fiversification

To b o lorge and strong port company requines sound management
and diversified drwlr‘nw:nl which enahble it to invest s 3 variety
of fclds [loglsues, Anance, insurance, real estate development, et )
and different moles in the upstream and downstream of the indusiry

(supply chinin, cargo flow, service providers),

Facing mew challenges and trends under the new normal, S1PG
promotes transformation and Wnoviten by making overall lavoud in
such industrics as terminals, shipping. logistics, and sporis. SIPG has
set its focus on improving quality and efficiency by port lopistics and
real eitate services apart from terminal services. Terminal services
aAcooumited for 80% of the ol ncome of SIPG in the past, ot with
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structural changes during the 13th Five Year Plan, the proporton of
diversified services in toeal income will be brought up from 20% to
50% in SIPC.

At Port of Rotterdam, off-dock industry has already become a erucial
pant 1o the pom industry with 20000 emplovees and 50% added
vilue coming from port industry. The industrial chain stemmed from
port: logistics has given temendous impetus to regional economy
has become a critical support for Rottendam to develop maodern
service industry and upgrede orban comprehensive functions, CH-
dock industry not only endches the market, but also does good o the
cconomic development of the hinterland, the optimizsiton of
industrial lnyout of the port city, and the process of whanization, Port
indhustry can also be combined with bonded entrepots or free ports to
build an export processing area based on the post. o a8 @ accelerate
the ecomomy growth of off<dock ancas,

[mtemmatlonalizaton

[nvesting in overseas ports cun help the shipping companies gain mane
hargaining power in the internatlenal shipping arena. For Large
maritime enterprises in China, such investment means o strategic
transformation from & pure carrler o o global loglstics operator
COSC0, for example, invests in the constructlon and operuton of
terminals along major trade mutes o ceate 8 global sepporting

industry, so a8 to form an integrated transport network involving port
and shipping services,

China Merchunts Holdings (Intesnational) Co Lud (CMHI) has
become the Mool public port operator in China and 8 leading one in
the ward, The company emphasizes its role as a “public terminal
operator” as its terminals are open to all shipping companies, not only
to its own shipping companies or cargo owners. What the company
looks At fire is the oppununities brought by the development of the
regional econonvy Iv §s why its owverseas nwvestment projects are
mainly located in emenging markets, especially in Africn. With the
active promotion of "One Bell, One Road” Initiatlve by the Chinese
government, CMH] are now mome active w build and improve it
global imvestment network in the emenging markets.

SIPG, the major opermtor of Ching’s larngest port, scquired 25% shares
of APM Terminals Zeehrugee ot €£27.16 million and became the
second largest shareholder of the compary. It was the firse real step
taken by SIPG to the global strategic layout, In the nest fow years,
SIPG will regand global stratepic development as its major objective,
change from being a single pon operator to a global operator, expand
the overseas market, and strive o become an outstanding global port
operator and port logistics service providee
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CHALLENGES BROUGHT TO PORT AND SHIPPING

INDUSTRY BY THE POLICIES OF EMISSION
CONTROL AREAS

L/FM fTlER
By Luo Kal (Industry Expert)
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As China's eronommy anad international trade oy r.n‘.id]}-, the mean
shipping market expands contlmuously, and ship transport and port
operation inevitably influence the stmospheric envimnment. The
Ministry of Transport promulgated The Specalized Implementation
Flan on Preventing and Controlling the Polludon from Shipgdng and
Frort. Incdustry {201 5-2020), and advanced curbing the pollution cased
by shipping and porns. Foellowing that, Slhanghai also issusd detailed
rubes of Emission Conirol Aress (ECAs) In the NPC and CPPCC this
year, Bsues imvolving ECAs are sill 2 hot and central wopic, Therefon,
isues concerning ECAs will be the foeuws of faure development of
China's port and shipping industry. Currently, other countries prevent
and contmod pollution cunsed by shipping and pont industry mainky from
three levels, namely standand regulstions, vechinolsgies and polickes, and
with prominent effects,

Oher Countries” Major Practices in Preventing and Controlling
Pollution from Vessels

In texms of standard regulations, first, a serics of eriteria and regulathons
are made predominantly by [nternational  Maritime  Crganization,
Irternational Maritime Onganizition {IMO) made i number of noles on
promuting ships' enengy efficlency and comrolling ships” polhutisn, e,
The Interim Guidance on the Caleolation Method of Energy Efficiency
Design IndextEEDI) of MNew Ships passed in the 3%h Marine
Environment Protection Committes (MEPC) meeting in 2009, ete. The
1973 Maritime Agreement Regarding Of Polhution Revised by Protocol
I 1978 {MARPOL 7378 Agreemient) passed by IMO In 1997 s, with
repeated amendment, the main criterion in force. It aims at solving the
problems caused Iy vessels, including water polhution, air palhation,
solid and nolse polluthon; palluthon emergency, ete. Second, the LIS and
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the EL! made special bows to repulste vessel-coused pollution control st
a higher standard than that of the international agreement in the same
perbod. For example, the madne englne exhaust emission controls of the
US imchude that of carbon oxides and PM {particulste matter), apart
from that of nitrogen oxides regulated by IMO In addition, the
emissbon control of nitogen oddes s apparently higher than that of
[MlLd Tier 1L The EL is working on making regulations on exhaust
emissiom of marine engines for the next stage, and will refer 1o the
cowrresporading standards of the US: Thind, active imperus can be given
1 setting ECAs, Bosh the US and the EU have set ECAs wiwber the
Framewnrk of IMO and are applying tensely for new ECAs For
instamee, the UFS s curmently applying, nounlon with Canada, to se1 the
waters 370 kilometers off their main coastal line as ECAs Meamwhile,
the US and the EU also reinforce the control of air pollution cmission
around coastland and river bank throagh legislation

When bt comes w techndogies, s, the use of shote power b
generalized. The Port of Los Angeles in the US, as an example, s
m:JL'mgdi!MiP[ﬂnn,nhiﬂ!hﬂulh:ﬂnl\mﬂsmmtuu:}mm
power instead of ship's ausdliary power. California, as another example,
clearly regulated, in the Article 17 of the Statute of California, that” the
ool air gollution ket out by the ausiliary diesel engine of ocean vessels
berthing a1 the Port of Californis should be controlled,” and that it s
coumpulsory to wse shore power, The EU Commitiee cleardy regulaied, in
the act of 200633WEC, that, the EU poms are required o urge
herthing vessels to use shore power instead of ship's suxiliary power.
Second, previons fuels are reploced by low sulfur oil and LNG, For
examiple, vessels berthing st ECAs use low sullfsr ofl and LNG in onder
oy mesfuce pollution emission, Take EL) as an example, the production
and supply of low subfur oil is mcreased and the wse of dean energy;
such as LNG, ks generally wsed instead of the fucls with higher pollution
emissiom, Thind, prst-treatment device is installed, The post-treatment
device i installed 1o process diesel enging exhaust with mainly SCR
{Sefective Catalyviic Reduction) technology and exhaost scrubbing
technology: and simed ot reducing the emission of nitegen owides,
sulfur oxides and particulate mutier

In regard s podicies, first, differential portcharpe policies niming at
pollution control are curtied out. Swede, for cample, made tis policles
abowt any vessel thar saibs regulory into or oot of Sweden ports in
1996, Those vessels, no matter whae country or organization they come
from, can enjoy A discount of por-charges acconding o thelr toual
wonmage, onby i they are installed with devices thae can reduce nitrogen
oides emiszion. Second. funds are set up !pe:i.nl]r fiewr PCIUIJI.I.I"IL et
For instance, Norway set up 4 fund speclally for preventing and
controlling nitmgen oxides emission. It s required that vessels with
engines of over 750 KW by Morway waters shall pay taxes for nienogen
caidea emissbon since Jan. 1st, 2007 and that the revemse shall be
included in the fund, The fund pays oo more than B of the
investmient for upgrading LNG ships, and no mone than 88% of the
inverment for LNG  infrasiructure construction, or alss povs for
installing SCH post-treatment system of emission onto -vessels. Thind,
incentive subsidies are pavided. For esample, the Port Awthority of
Mew York and New Jersey of US encournge ship companies that are
alfilioted 1o the port to use lew sanlfur Fael '|.'|.1||:|11.1.l.ri|.|'!.r 1l}l’ 'pm‘widmg
subsidies. The Port of Long Beach carred out the Green Flag Progrum
on lan lst, 2006, which i down the port charge, in order to
encoutage the ship companies that are affilisted o the port w dow
dowmn their vessels,

China's Current Emission Control Policies and Existing Problems
Firsilty, Ching began making stundord repulations later than other

countries and put them into practice in o hystenetic way. Compared
with Europe, America or other mountries and overseas districts with
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advanced port and shipping industry, China's regulstions on emission
standard, whether issued or in the process, pre relatively hysteretic once
they are pul into practice. For example, the regulatons on nitroegen
oxides emission are obviously hysteretic in The Emision control and
Mensuring Method of Vessel Engine Exhaust Pollutien (the First and
Second Stge of Chinn), on which Ministry of Envirenmenial
Protection asked opinion from outside for the second time in July The
envssian standand of the fiest stage o be carried out in 2017 in China is
simnilar to that of ELT in 2009 and US in 2007, which is 8 1o 10 years
lnter. The emission standand of the second stage to be carmied out in
2020 is skmilar wo that of US in 2003, which is 7 years later. Second,
parts of the worldwide general practioes one not formed with stondand
regudntions in China. For instance, in terms of sulfur monmdde, China
hias not listed the embssion conteols o related documents, bul merely
requires. the sulfur content in the fuel used by direct vessels I river or
sea shall nist be more than 00mpkg, following international practice,
Europe and Ameres had elesrly regulated the emisbon conteds of
subfur monaxide let oue by vessel engine bong age. Third, China lacks in
participating in imternational process af m.uk'mg stamdand n:Eul:.l.Iﬂ'n:
especially in setting ECAs. In the waorld at present, four ECAs have been
set respectively i Baltic Sea, Morth America, the North Sea and the
Caribbean Sea under the regulation framework of [MO reloted
apgrecments. In the above ECASs, wesscls m ports are required 1o wse
clean fuels, with sulfer content no more than 0, 1% Chae of the worlds'
lapest ten ports, elght are in China. However, China does not have any
special ECAs, not to mention being inchuded in the regulation
frumework of [MO agreements, The pverge sulfur content of vessel ful
in the elght pors 5 up o 28% o 3.5%, parly over 4.5% and the
vesse] exhanest iy mostly not effectively treated.

Secomdly, China docs not have effective incentive methods  and
compulsary foree on the application of techaodogy, thus port and
shipping enterprises lack of motivation. First, the application and
pencrallzstbon of mature technologles, such as shore power, s not
compubsory enough, Carrendly, such mature technologies ame mereby
encouraged instead of compulsory, so that port and shipping enterprises
cannod be motivated. Take Shekou Container Terminals as an example,
it took ten million RMB fo construct the shore power (ncilities s earty
as 002, hinwever, with fiow vessels using thiem afterwands. Shore power
is not beneficial o ship owness. Shipping compankes enly hope o
shorten onshaore time and thus continue asing engine fuel o generate
power on shore. Thenefiore, shore power without compulsory fomoe 8
unlikety to be peneralizes], Second, current incentive measures are
lirmiteel and more effective measures are neededl. AL present, only the
special fund [ Encrgy Saving amd Emdscion Reduction set up by the
Ministry of Trnsport encourages China's port and shipping enterprises
o use cnemgy-saving technologies, and only The Regulaton on
Subgidies Management for the Ship Model Standandization of River
Vessed {Economic Construction Division of Ministry of Finance [2004)
Mo, 61} provides sibsidies 15 newhe-built LND-darie masdel ship
and high-efficiency model ship, Paris of the provinees and citbes nude
some incentive mensures, bui did not receive expected effect, becmuse
thie market lacked of motivatbon.

'l']'li:rd.ly, the |'l'_|li|:i£: are not feasible Ehtlng}l and not conmectsd with
each other First, the intensicy pnd progress of the construcilon of
different domestic green port and shipping enterprises are different, The
prevention and control of the polhution by different enterprises should
b umibted, Polhstbon control will inevitnbly inerease the cost of port
prosuction and vessel manngement. IF enly parts of the cities and ports
are resiticted while the entire port and shipping indusery i in ferce
competition, the result will be, on one hand, that smne vessels turm o
ports that are not restricied, with total pollution remaiming
undiminished; on the other hand, that the benefit of e restricied pans
o ports will be harmied. Second, the ourrent regulations and policies are
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it Teasible, Thke wessel pollution conired for esample, in the exdsting
lows, such as Law of Port, port-reception facilities are only mentiomed
without practical content and are mosuy similar with such staement as
“port, terminal, handling station and ship repair yard must, sccording
b refative repulations, stock abundant fecifites for receiving veswe]
pollution and waste and moke sure of tem ovailable”. For performing
international conventions, the mequirements are still not comprebensive
and feasible enough.

The Challenges Brought to Pori and Shipping Indusiry by the
Palicies of ECAs

Currently, China's resenrch om relieving shipping and pom sir palluzion
ig atill in e start-up stage. The type, operation and waste gas emission
of wessels and pom facilities hove limited preliminary dota.  Maony
emission reduction messunes of variouws districts need Llanre amounts of
Tl ariel lack of detalled dide or biensbee analvals o state its cos sl
benefit. If without sufficient basic research to prove the necessity anid
i’u.ﬁhl]i‘t:,r of the measires, the EOVErTInEn may face TejeCtinn froam _1]1.19
companies, ports and other stakchobders.

Large ports of the US and the EU regulardy upeate the list of air
peelunanes discharged, moking iU possible for pores and egulators o
regularty adjust and optimize the wasic gas control scheme and Pt
Alr Cleaning Program” (if the port has made the program}. Al present,
anly ports of Hong Kong and Port of Shanghal, acrose China, have
muele detailed pir polhutant emission list and regularly wpdate it. Lack of
emigsbon dits mukes it more difficult for pons and regulatons o moke
schemes acoondingly for reduckng waste gas embsslon and revise it
l@:[lrl}r to maximize benefit in environment and health,

Competition in shipping Industry is partboularty imense, A port s the
minin seniree of local financial revemae and provides & great number of
jobs for bocal mesidents, Governments and enterprises’ concern about
competicivencss of their ports will continuously hamper the
implementation of green technology and green port policies and
voluntary plans. Although no elear peports ane found, shipping Industry
has woiced concern; if some of the ports decided to enforce pollution-
controlling plans, the high complisnce cost may drive vesels o pons
with easler requirersents, That will certainly decrease the enthusiasm of
the ports that are implementing pollution contml messmmes and weaken
the effect of the baued policies.

An the domiestic F.Il!lil: still PAYVE great Sttention o air pulluj:iun aned the
healthy problem caused by b, vessels and ports are prediceed 1w be the
focus of air poflution preventing and coniredling. At the moment, the
Pearl River Delta, the Yangtze Hiver Delta and even all the other part
of China are mescarching on controlling waste gas cmisshon of vessels
and poris. That will contribaste 1 government and stakeholders” beoier
knowledpe of the influence and maln soume of vessel and port
poflution. In the long run, national and local efforts can be united o
prevent and comtml air pallogion from vessels. Emission contm] policies
will be the best way 1o eliminate concerns abow! port competitiveniss
and maximize the benefit of bath environment and economy, It s
beneficial to moke nationwide s and regulations on preventing and
controlling alr pollution frem vessels, 1t not only helps prevent vessels
from escaping responsibilitics and urning to ports with ecasier
environmental requirements, but alse protects the benefit of the port
with environmental lmis. Moreover, setting ECAs can rge different
kinds of vessels o we pdvonced technology of controlling exhaost
emitslon and dean hield when enterng Chinese waters, and, thereby,
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