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No turning back

Shipowners seeking options for decarbonisation can look to
methanol as a powerful solution for the short and long term,
writes Chris Chatterton of the Methanol Institute

he shipping industry’s energy tran-
sition is picking up speed, but it has

still to achieve the required momen-

Companies including Waterfront Shipping,
Stena/Proman, NYK and MOL have built a
series of methanol carriers that use a segre-

tum. This marathon process has a long way ‘ShipOWl'lerS gated portion of the cargo as fuel. With more
to run but among the future fuel contenders, - bulk shipowners exploring methanol as a fuel
methanol is emerging as a short-term choice are reCOg' nlslng option, we are seeing methanol-ready designs

with a long-term role to play. h h 1 for bulk carriers and tankers coming to

The leadership shown by AP Mgaller-Maersk t at met dano market. Main engine makers report full order
in .ord(?rmg a series of methanol dual-fuelled prOVIdeS them Wlth book§ for new units a.md |ncrea.s|r.19 |nter§st in
ships indicates that large owners are pre- - retrofits and conversions of existing engines.
pared to take the decarbonisation chal- huge ﬂeXIblllty

lenge seriously. Since then, the trend

line has continued upwards, recently in intrOdUCing a

taking a swing northward to the point that ].OW—pO].].ution ].OW@I The newbuilding order pipeline has been
some 50 methanol dual-fuelled vessels : boosted by Maersk’s tender for 12 con-

NEW ORDER PIPELINE

could be ordered before the end of 2022. carbon fuel which tainer ships of 16,000 TEU and it has since

With liner shipping the ideal candidate c emerged that the company is seeking to
for methanol — regularly serving large ports 1S the ClOS@St tO Cl expand on its previous order for one feeder
at which supplies can be found in volume - drop_in available in ship and has enquiries in place with yards for
it is not surprising that operators including up to 18 methanol-fuelled 2,600-TEU ships.
CMA CGM, MSC, Pacific International Lines, the ma]_’ke't’ Further orders have been announced

X-Press Feeders and the biggest shipping
company in the world, COSCO, have either
expressed interest or placed firm orders.

by Oslo-listed boxship owner MPC
Container Ships which has contracted
two dual-fuel methanol-powered 1,300

N
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Methanol Institute

Chris Chatterton

TEU newbuilds at Chinese-based ship-
yard Taizhou Sanfu Ship Engineering.

Shipowners are recognising that meth-
anol provides them with huge flexibility in
introducing a low-pollution, lower carbon
fuel which is the closest to a drop-in avail-
able in the market. This means a lower
upfront capex cost, whereas choosing
LNG as fuel attracts a considerable pre-
mium, largely due to the expensive cryo-
genic fuel tanks and gas handling systems.

Methanol is a product with a highly diver-
sified consumer base, widely available and
transparently traded. Choosing methanol
enables owners to hedge their bets on future
fuels and gain short term experience on
using it as bunkers with minimal adaptation.

TECHNICAL ADVANTAGES

Methanol also has technical advantages
compared to other fuels. The recent inter-
est in methanol for newbuildings reflects
the fact that ammonia is viewed by many
observers as far more difficult to imple-
ment safely and sustainably — and regula-
tory approval may still be many years away.

Methanol is a liquid fuel, able to be stored
and transported without the need to cool

or keep it under pressure. Easier to handle
and more widely available than ammonia,
methanol is simpler to bunker, with a vari-
ety of supply options and established best
practices and guidelines for bunkering.

On an energy equivalent basis, meth-
anol has been competitive with marine
gasoil for the past five years. However,
there is a need for stronger policy to
encourage vessel owners and operators
to adopt cleaner fuel in greater numbers.

Most of the currently available methanol
sourced from natural gas has a similar ‘in ser-
vice’ carbon reduction to LNG as well as having
no SOx emissions, very low PM and NOx emis-
sions that can be abated with water treatment.

Blue methanol, produced in combina-
tion with carbon capture and storage, offers
a lower emissions profile. Production of
green methanol sourced from biomass or

‘Production of green
methanol sourced
from biomass or from

captured CO, and
renewable electricity
sources and green
hydrogen 1s small but
growing as producers

recognise the demand
signal being sent by
the shipping industry’

Image © Methanol Institute

from captured CO, and renewable electric-
ity sources and green hydrogen is small but
growing as producers recognise the demand
signal being sent by the shipping industry.

In fact, the aggregated installed capacity
of blue and green methanol in the EU alone
is projected to reach over 3 million tonnes
per annum (mtpa) by 2023 - this is up from
just over 1 mtpa in 2020. This is much fur-
ther ahead of IMO’s ‘targeted’ emissions
reduction percentages to 2030 if based on
a combination of conventional and lower/
zero carbon methanol. Remember too,
that even small volumes of green metha-
nol blended with grey would deliver signifi-
cant short term greenhouse gas savings.

The distinction matters because of the way
regulators measure emissions and how this is
changing. On a tank-to-wake basis (the IMO’s
current measurement) methanol’s CO, con-
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tent is 5%-7% less than MGO, about 10%
less than LSFO and up to 15% less than HFO.

The IMO is moving towards measur-
ing emissions from well-to-wake (lifecy-
cle) basis, encouraging the development
and take up of green, renewable fuels and
this is partially true for the European Union
too, but not the case across all its initiatives.

In the future there will be more empha-
sis on clean fuel characteristics, not just
because of the lifecycle assessment model,
but because for shipowners and their cli-
ents there will be carbon levies to pay for.

WELL-TO-WAKE

Renewable fuels may never be as cheap as
the fossil fuels they will replace and once
the EU’s Emissions Trading System (ETS)
begins to price shipping’s carbon contribu-
tion, top line costs will rise. But for owners
with a clear focus on a decarbonisation,
the opportunity is there to embrace carbon
economics, using highly efficient ves-
sels with much lower carbon emissions.

The first three to four years of the EU
ETS will see owners make flat payments

I
20 - 21 OCT!)BER 2022
HILTON ROTTERDAM

rather than trading carbon, but after this,
inclusion in the carbon market might even
provide an opportunity for assets that oper-
ate below the emissions cap to gener-
ate income beyond primary cargo carrying.

The integration of low carbon and net
carbon neutral fuels at an accelerated rate
is fundamental to attain the long- and short-
term reduction targets laid out by the IMO. To
effectively stimulate the uptake of fuels that
will drive the maritime industry’s energy transi-
tion, policymakers will need to move quickly to
implement mechanisms that account for the
GHG emissions of the fuel’s entire lifecycle.

This is as true for the IMO’s decarbonisation
goals as it is for the EU ETS, especially
since shipowners will have to comply with
the first of the IMO’s short term measures
from the start of 2023. The comparatively
low cost of methanol main engine conver-
sions is continuing to drive interest among
tonnage owners in the container and car/
truck carrier sectors as the deadline looms.

Operators in these segments say
that compliance with the IMO’s Carbon
Intensity Indicator (Cll) underpins their deci-

sions, though interest is rising across the
board according to MAN Energy Solutions.

The engine-maker expects to see a rapid
rise in the number of dual-fuel engine con-
versions concluded in the near future, with
enquiries for conversions particularly intense
in consumer facing segments, such as con-
tainers and pure car and truck carriers.

While MAN ES is in conversation with owners,
charterers and beneficial cargo owners in
all the major segments, enquiries from the
container segment are particularly active.

With IMO’s 40% CO, reduction target in
2030 fast approaching, shipping does not
have the luxury of waiting for as yet una-
vailable fuel technologies to reach technical
readiness, regulatory approval and availabil-
ity. Cleaner methanol is available now — for
existing vessels as well as newbuilds — and as
shipowners are demonstrating, the increas-
ing trend towards low carbon and renewa-
ble formats will only accelerate its adoption.

X Chris Chatterton
Chief Operating Officer
The Methanol Institute

E Web: www.methanol.org

BUNKER
EVENTS LTD

ARACON 2022 will look at how the ARA market and the wider shipping and bunker industry can recover from the economic shocks
caused initially by COVID-19 and then by the war in Ukraine. How have these two world-changing events affected shipping and bunker
markets? Is there a clear direction of travel as markets try to recover?

And what of the greening of shipping and ports? Have recent global events slowed progress or, perhaps, given it some impetus? And
what will the impact be of the proposed EU and IMO environmental regulations that are slated to come into effect in 20237

The main focus of ARACON is, of course, on the dynamic bunker markets of Amsterdam, Rotterdam and Antwerp, and the conference
will give a platform for informed exchanges between speakers and delegates on key ARA issues, such as fuel quality, supply chain

transparency, and bunker licensing.
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