
Industry Focus:

The Singapore Economy

The Singapore economy grew by 2.2 per cent in 2002, a turnaround from the 2.4 per cent contraction in 2001.

Growth, however, was mixed across sectors. The manufacturing sector grew by 8.3 per cent in 2002, comparing positively with
the 12 per cent decline in 2001. Also experiencing positive growth, the wholesale and retail trade sector expanded by 2.7 per cent
in 2002, following a 3.3 per cent decline in 2001. The transport and communications sector grew by 5.0 per cent in 2002, almost
twice the pace in 2001. The business services sector also managed to turn in a marginal growth of 0.4 per cent in 2002 from its
expansion of 3.1 per cent in the previous year.

However, the construction sector deteriorated further in 2002, shrinking by 11 per cent after a decline of 3.2 per cent a year ago.
The hotels and restaurants sector also saw a further decline by 2.9 per cent in 2002, from the 2.2 per cent contraction in 2001. The
financial services sector reversed sharply from a 3.7 per cent growth in 2001 to a contraction of 4.8 per cent in 2002.

According the projections by the Ministry of Trade and Industry, the Singapore economy is expected to grow at between 2 per cent
to 5 per cent in 2003.

The Singapore economy, marine industry and market outlook

National Income 1999 2000 2001 2002

Source: Singapore Department of Statistics

GDP at Current Market Prices ($m) 137,935.1 157,700.2 152,065.5 155,726.6

GDP at 1995 Market Prices ($m) 147,287.5 161,142.8 157,318.5 160,853.4

GDP at 1995 Market Prices (Change in %)

Total 6.4 9.4 -2.4 2.2

Goods Producing Industries 6.6 10.8 -9.2 4.0

Manufacturing 13.0 15.1 -11.5 8.3

Construction -9.0 -1.8 -3.2 -10.8

Services Producing Industries  5.6 7.7 2.0 1.5

Wholesale & Retail Trade 6.5 14.8 -3.3 2.7

Hotels & Restaurants 3.6 8.2 -2.2 -2.9

Transport & Communications 7.0 7.6 2.6 5.0

Financial Services 5.2 2.1 3.7 -4.8

Business Services 2.9 6.3 3.1 0.4

Main Indicators of the Singapore Economy * Preliminary figures by EDB.Source:ASMI

Source: Ministry of Manpower
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Singapore’s Marine Industry Revenue, 1981 - 2002
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Singapore’s Marine Industry

The Singapore marine industry is highly resilient. This is because the industry players in almost four decades of development,
consolidation and continuous improvement have been able to re-invent themselves to become the world’s top ship repair, ship
conversion and offshore centre. In the process, it has contributed significantly to the growth of Singapore into one of the world’s
leading one-stop maritime hubs.  Today, the main sectors of the marine industry are ship repair, ship conversion, shipbuilding and
offshore engineering. The supporting sectors are the marine equipment manufacturers, suppliers, marine service support companies
and labour suppliers.

According to the Economic Development Board*, the marine ship repair and shipbuilding industry
in 2002 remained buoyant, driven by strong demand from the offshore market.  Preliminary figures
indicated that the industry posted record output at $4.4 billion helped by strong performances in the
building and conversion of offshore structures.

The marine industry is an important employer in Singapore. The number of people employed in the
marine industry increased from 30,067 in 2000 to 34,871 in 2001 and increased further
to 37,447 in 2002.



Accident Frequency & Severity Rates 1991 - 2002
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Real GDP % over a year ago
Description  2002 2003* 2004*

United States 2.4 2.7 3.3

Brazil 1.6 2.5 3.0

Japan 0.3 1.1 0.8

Asia ex Japan 5.5 5.7 5.8

China 8.0 7.5 7.5

India 4.5 5.8 5.2

Indonesia 3.7 3.5 4.0

Korea 6.0 6.2 7.2

Malaysia 4.2 5.2 5.2

Philippines 4.6 4.5 4.5

Singapore 2.2 3.7 5.0

Thailand 5.0 5.0 5.5

South Africa 3.0 2.9 3.5

Euro area 0.8 1.2 2.7

The Global Economic Outlook in Summary

*projected

Description 2000 2001 2002

VLCC modern 53.4 34.7 22.7

VLCC old 33.1 19.1 6.2

Suez modern 40.3 31.9 21.8

Aframax modern 36.7 31.6 17.7

LR 2 Product modern 31.7 40.6 21.4

MR Product modern 16.0 18.4 12.0

Average Freight Rates US$1,000 Per Day
(single voyage)

Source : RS Platou Economic Research

Tripcharter 2000 2001 2002

Handymax (45,000 dwt) 9.6 8.4 8.0

Panamax (71,000 dwt) 11.1 8.7 8.0

Capesize (170,000 dwt) 20.2 13.5 12.8

Source : RS Platou Economic Research

Average Freight Rates US$1,000 Per Day
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Source: Ministry of Manpower

The current fragile economy would be hard hit by any form of
war in the Middle East due to the region’s critical role in global
oil supply. With sluggish growth in most regions, the global
economy in 2002 grew at 2.6 per cent, only marginally
higher than the 2.3 per cent growth achieved in 2001.

Despite the current uncertainty, the outlook for 2003 for the
marine industry remains positive as a result of various factors
such as the higher seaborne trade expected for this year, the
growth in the Asia-Pacific area, tougher rules and regulations
governing the conditions of ships, the growth in demand for
repairs and upgrading of certain vessel types’ in the region
and the development of oil drilling activities.

Total world seaborne trade (including crude oil, oil products,
iron ore, coal, grain and other cargo) for 2002 at 5,508 million
tons is up by 1 percentage point from 2001’s total seaborne
trade of 5.435 million tons.  The total trade is expected to
increase by 3 per cent in 2003 to 5,671 million tons.  An increase
in demand would mean better freight rates which would in
turn result in owners’ willingness to commit higher budgets for
repairs and conversions.

The Singapore marine industry has also made significant safety improvements over the last 12 years.
The industry is relentless in its pursuit of safety excellence, with its efforts paying off handsomely in the
significant safety achievement it has made to date. Accident rates in the industry have been declining
sharply over this period. The improvement could be attributed to the collective efforts within the industry,
regular consultation and joint efforts between the industry and the Ministry of Manpower as well as a
high level of management commitment and strong support from the union leaders. Health, safety and
the environment would continue to be key areas of focus for the marine industry in Singapore.

* EDB’s press release on “Good Performance in 2002 for the Logistics and Transport Industry”  dated 28 January 2003.

Market Outlook

Despite the unpredictable overall economic outlook brought about by geopolitical tensions in the Middle East, the medium- to long-
term prospects for the marine industry are positive.  Factors contributing to this optimism are described below:

The world economy and seaborne trade

Another important reason is the expected strong growth
in the Asia-Pacific region. China remains a key growth area,
enjoying growth of 8.0 per cent in 2002 and an expected
7.5 per cent in 2003. This is followed by an encouraging
forecast for India at 5.8 per cent and Korea at 6.2 per cent.
Even the Japanese economy, which has been stagnant
in recent years, is expected to show a modest improvement of
1.1 per cent in 2003. Overall, a 5.7 per cent expansion has been
projected for Asia’s economy (excluding Japan) in 2003,
the main driving force behind the expected global
growth of 3.5 percent. Other key regions such as the
United States and Europe are only forecasting growth
of 2.7 percent and 1.2 percent respect ively.  The
anticipated growth in the Asia-Pacific area would fuel the
demand for oil and bulk cargoes. This would translate
into higher demand for tankers and bulk/cargo/containerships
coming into the region, which would generate higher
demand for ship repairs and conversions.

Overall improvement in tanker and
bulker freight market since the fourth
quarter of 2002

Rates for modern VLCCs fluctuated between $5,000 and
$25,000 per day in the spot market over the first nine months
of 2002, with the average at $14,000 per day. However,
the strong rise in the fourth quarter to more than $60,000
per day raised the average for the year to $23,000,
compared to $35,000 in 2001. Medium-sized tankers
achieved more stable rates before the strong recovery in
October when rates increased from $30,000 to $40,000 in
November and December 2002.

Drewry Consultants have forecast that tanker demand for 2003
would increase by 2.8 per cent, followed by a moderate 0.6 per
cent increase in the first half of 2004.  These optimistic forecasts
are likely to benefit the local marine industry.

For the first three quarters of 2002, the dry bulk market remained
generally depressed in particular for the panamax and capesize
tonnage.  However in the final months of 2002, a substantial
increase in steam coal shipments, a revival of the grain trade
and a continual strong increase in iron ore shipments resulted
in sharply higher freight rates for all segments in 2002. This
trend is expected to strengthen in 2003 in view of the optimistic
growth projections for global bulk demand (Fernleys and Drewry
Consultants) fueled mainly by strong demand from Asia and
China. Asian demand now accounts for some 58 per cent of
total global demand. China’s bullish economic outlook and the
strong expansion in its steel production are expected to be the
key driving forces behind Asia’s bulk demand in 2003 and
beyond.

Tighter classification rules and
regulations

The recent “Prestige” accident is likely to result in tighter
classification rules and regulations, which would lead to higher
demand for repairs as new regulations are enforced.

Optimistic outlook for the LNG
market

The LNG industry has been growing at an average rate of 9
per cent annually in the last 10 years, with strong forward
projections of 11 per cent annual growth in LNG demand till
end-2005. By 2005, an estimated 13 new LNG projects/
production trains would have come on stream, with five of
these located in the Asia-Pacific region. Of the current order
book of 62 vessels (or 8.5 million cubic meter), 56 of them of
have already concluded long-term charter arrangements, with
the rest likely to firm up charter arrangements prior to delivery
from the newbuilding yards.

The optimistic outlook for the LNG segment and the designated
LNG growth area being Asia Pacific would lead to increased
repair and upgrading opportunities for such specialised ships
which require more stringent and high quality in health, safety
and environment standards. Singapore yards have a distinct
advantage over the lower-cost shipyards in meeting these
standards.



Global Floating Production Systems Installation
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Spot Prices of Various Key Crude Oils (2-Year Monthly Average)
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* According to a new 130 page strategy study published by ODS-Petrodata in January 2003: “The Jack-up Market: Scenarios for Newbuilding and Attrition to 2015”

World crude oil trends and its effects

The aging jack-up fleet

Most jack-ups are now 21 years old*. Without more newbuildings, 90 per cent of all jack-ups would be at least 25 years old by 2010.
Just 14 new competitive jack-ups have been built in the last five years, representing only 3.5 per cent of the current fleet. There have
been no voluntary retirements since 1995, but 16 jack-ups have left the fleet.  New jack-ups are needed not only to replace an aging
fleet, but to meet increasing demands from operators for more powerful automated equipment that reduces costs and improves
safety. In addition, more repairs and upgradings are anticipated from the existing jack-up fleet.

Increasing demand for floating production systems

Another reason for the positive outlook in the marine industry is the longer-term development of oil-
drilling activities. According to the Offshore Rig monthly report, oil prices have been artificially inflated
and thus unsustainable. But over the longer term, after any potential Middle Eastern conflict, not one
of the major forecasters is predicting oil prices below US$20 per barrel. Operators are, in fact, still
using an oil price of US$16 to US$18 per barrel to assess the viability of their projects. With such
forecasts, it is likely that drilling activities would continue to be sustained.

According to the World Floating Production Report II 2002 – 2006, a total of 134 floating production
systems would be installed worldwide over the 2002 – 2006 period. FPSOs would account for 91
vessels, the largest proportion of these installations, along with 14 FPSSs, 15 TLPs and 14 Spars. Within
the FPSO segment, 35 conversions and 32 upgrades/redeployments have been forecast.

In regional terms, West Africa and the Asia-Pacific region would account for half of the 134 vessels
forecast for installation over the 2002 – 2006 period. The United States and Gulf of Mexico would
be the next most important region in terms of the number of units forecast (24), followed by Brazil
(20) and North West Europe (12).

It is anticipated that this positive forecast would lead to a substantial amount of work for the Singapore
shipyards.  Singapore, being the global leader for the conversion of such specialised FPSOs, is in
a good position to garner new projects for conversion and upgrading work.

Competitive advantage

Singapore shipyards have achieved a world-class reputation for strong project management capabilities, high health, safety and
environment standards, skilled workforce, excellent infrastructure support, quality work, quick turnaround time, reliable service and
timely delivery. These are critical success factors that could not be acquired overnight. Singapore also enjoys a geographical
advantage being sited at the crossroads of sea-traffic where ship repair, ship conversion and offshore services will always be in
demand. In particular, Singapore is straddled along the major trading routes of ships, such as the oil tankers, plying from the Middle
East to Japan, Korea and China. Such factors, combined with the optimistic outlook in the Asia-Pacific region, would probably lead
to positive growth in the shipyard sector.

Source:  Infield



SembCorp Marine Group’s revenue increased from $854 million
in 2001 to $1,012 million in 2002, marking an increase of 18 per
cent. For the year, our ship repair revenue declined 13 per cent
from $486 million to $423 million in 2002. Newbuilding revenue,
which comprised shipbuilding and construction of semi-
submersibles, increased 77 per cent to $184 million in 2002.
The ship conversion and offshore sector also increased by 65
per cent from $204 million to $337 million in 2002. Other
businesses recorded a marginal increase of 13 per cent from
$60 million to $68 million in 2002.

Alliance partners and regular customers accounted for 87 per
cent of total ship repair revenue in 2002, compared to 88 per
cent in 2001. This trend would continue into the future as
evidenced by further agreements, such as exclusive agreements
signed in 2002 between our subsidiary Sembawang Shipyard
and Tschudi & Eitzen Holding AS, Norway, Alaska Tanker Co of
United States and BHP & T-Billiton of Australia.

2002 Sector Summary

Ship Repair

By sector contributions, ship repair accounted for 42 per cent
of our total revenue in 2002. Due to lower freight rates in the
third quarter of 2002, the number of vessels repaired declined
from 486 to 423 in 2002. However, the average value per
vessel grew from $1.21 million to $1.27 million in 2002.

Sector 2001 2002 % Change

Ship repair 486 423 (13)

Newbuilding 104 184 77

Ship conversion 204 337 65
& offshore

Others 60 68 13

Total 854 1012 18

Description 2001 2002 % Change

Revenue contribution ($m) 486 423 (13)

No. of vessels 403 332 (17)

Gross tonnage (m) 18.1 16.3 (10)

Average value per vessel ($m) 1.21 1.27 5

No. of VLCCs 43 41 (5)

Type 2001 2002

Alliance Partners 19% 19%

Regulars 69% 68%

Total 88% 87%

Ship Repair %

Revenue Contribution by Sectors FY 2001/FY 2002

Ship Repair
57%

FY2001

Ship Conversion/
Offshore

24%

Newbuilding
12%

Others
7%

Ship Conversion/
Offshore

33%

FY2002

Ship Repair
42%

Newbuilding
18%

Others
7%

Ship Repair: Vessel Types

Tanker
50%

FY2001

LPG/LNG
8%

Container
13%

Bulk Carrier
8%

Cargo
2%

Dredger
4%

Others
9%

Passenger
3%

Navy
3%

Tanker
58%

FY2002

LPG/LNG
6%

Container
5%

Bulk Carrier
5%

Cargo
1%

Dredger
7%

Others
8%

Passenger
8%

Navy
2%

The signing of these long-term agreements marked a major
milestone in the collaborative relationship between SembCorp

Marine’s shipyards and their alliance partners for mutual
competitive advantages. Through joint planning and information
sharing, the partners would leverage on their complementary
resources to achieve sustainable targets in the areas of quality;
health, safety and environmental preservation; and cost and
technology advancement.

Other existing exclusive alliance partners for Jurong Shipyard
and Sembawang Shipyard included Chevron Texaco Shipping,
Kumaiai Sempaku, NOL Shipping, P.T. Humpuss Intermoda,
Shell Shipping, BP Shipping, JO Tankers and Primorsk Shipping
of CIS. These exclusive agreements would provide a stable
income stream contributing to an estimated 15 to 20 per cent
of revenue each year. They would also serve as a strong
testimony to the level of confidence ship owners placed on our
shipyards’ quality and on-time delivery.

Sector Focus

SembCorp Marine Annual Report 2002

43

Note: Newbuilding refers to shipbuilding & construction of semi-submersibles



Major ship conversion projects for the coming year would include:

• Conversion of Maxita, a barge carrier into a Heavy Lift Crane
vessel (2400 st) and a DP system class 3 for Saipen Spa, Italy
with delivery scheduled for March 2003. The conversion
would include the dismountment of the 2400 st heavy lift
crane from another barge carrier to be installed onto the
Maxita, which was previously equipped with a 600-ton crane.

• Lengthening of dredger, W.D. Fairway, from Boskalis
Westminister BV Holland with delivery in the first quarter of
2003.

• Conversion of a 270,000 dwt Very Large Crude Carrier (VLCC)
Stena Continent to a FPSO for deepwater Barracuda oilfield
in the Campos Basin offshore Brazil for Kellogg Brown & Root
Inc of United States. The tanker, renamed P-43, would have

Ship Conversion &
Offshore
Our ship conversion and offshore sector accounted for 33 per
cent of total revenue in 2002. A total of nine projects were
completed in 2002, the same number completed in 2001. These
comprised three jack-ups, one passenger vessel, one lightering
vessel, two floating production storage offloading (FPSO) and
two shuttle tanker conversions.

Description 2001 2002 % Change

No. of vessels completed 9 9 –

No. of vessels (WIP) 3 6 100

Percentage completion ($m) 204 337 65

Ship Repair - Alliance Partners

Year Effective 1989 1998 1999 2000 2001 2002

Chevron/Texaco Shipping

Kumaiai Senpaku

NOL Shipping

P.T. Humpuss Intermoda

Shell Shipping

BP Shipping

JO Tankers

Primorsk Shipping of CIS

Tschudi & Eitzen*

Alaska Tanker Co*

BHP & T-Billiton*

* New alliance partners in 2002

the capacity to produce 150,000 barrels per day of oil plus
gas compression capacity of 6 million m3/d. When
completed in the first quarter of 2003, the converted vessel
would be towed to Brazil where the process topside modules’
integration and commissioning works would commence in
Mauá Jurong.

• Conversion of Ultra Large Crude Carrier (ULCC), the 356,400
dwt TT Sahara to a FPSO platform with a storage capacity
of 1,300,000 bbls and overall capacity of 2,700,000 bbls
with oil and gas production at 70,000 BOPD and 75 MMSCFD
respectively. The FPSO, designed for a service life of 15 years,
was scheduled for delivery to owner Modec International
LLC in the first quarter of 2003 and would be chartered to
Enterprise Oil do Brasil Limitada for deployment in the Bijupira
and Salema oilfields in the Campos Basin, offshore Brazil.

• Conversion of the 357,000 dwt ULCC Stena Companion to
a floating storage offloading (FSO) platform. Since December
2001, the vessel had been undergoing conversion to have
a minimum storage capacity of 2,000,000 bbls with incoming
rate at 250,000 bpd and offloading rate at 50,000 bbls per
hour. The FSO, designed with a service life of 15 years without
drydocking and with zero downtime was scheduled for
delivery to owner Modec International LLC in the first quarter
of 2003. The FSO would then be chartered to Esso Exploration
and Production Inc (Esso), acting as an operator for a consortium
including Esso, Petronas and Chevron for deployment in the
oilfields located in the southwestern part of Chad, Africa.

WIP: Work-in-progress
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Newbuilding

Four units of newbuilding projects were delivered in 2002.  This
comprised three units of 1078 TEUs container vessels and one
unit of cable-laying and repair vessel.

Jurong Shipyard began building the world’s most advanced
fifth-generation semi-submersible oil rigs for Global SantaFe
International Corp, the largest drilling contractor in the world.
With a firm order for two units and options for two more, these

Newbuilding Projects

Type 2002 2003 2004 2005 2006

Semi-submersibles

Semi-submersible (1st unit)

Semi-submersible (2nd unit)

Option 1

Option 2

Fast Boat (4 units)*

2500 TEU container (1st unit)

2500 TEU container (2nd unit)

* New project

• Conversion of the 280,000 dwt Very Large Crude Carrier
(VLCC) Felipe Camarao into a giant FPSO for Petrobras
Netherlands BV, entailing engineering, procurement and
construction to be executed in parts. The marine hull
conversion would be undertaken in Jurong Shipyard and
the engineering, fabrication, installation, integration and
commissioning of the topside modules by Mauá Jurong in
Brazil. When completed in the first quarter of 2003, it would
be renamed P-50 and would be one of the largest converted
FPSO units in the world with a production capacity of 180,000
barrels of oil per day and 6 million m3/d. It would be installed
in the Albacora Leste oilfield in Brazil’s biggest oil-producing
area, the Campos Basin.

• Conversion of the Erha FPSO from Bouygues Offshore SA
for Esso Exploration and Production Nigeria. The project
involved a partnership between Sembawang Shipyard, who
would undertake installation and commissioning, and
Sembawang Marine Offshore and Engineering (SMOE), a
division of SembCorp Utilities. The topside facilities would
have a total weight of 22,000 metric tones with processing
facilities capable of an initial production capacity of 165,000
barrels of oil per day. The new hull would be expected to
arrive at the shipyard in the second quarter of 2004 with
redelivery to owners in the first quarter of 2005.

dynamic positioning semi-submersibles would be capable of
drilling at 7,500 feet of water. The first unit would be delivered
in December 2003, with the second unit expected to be
completed in December 2004.

Shipbuilding projects for the year comprised two units of 2,500
TEUs container vessels, with the first unit due in December
2003 and the second unit due in September 2004.

New projects secured included the construction of four units
of fast boat by Jurong SML Shipyard for DML Overseas (UK).
The fast boats, each measuring 34.5m x 31.0m x 7.0m and
with a complement of 24 men, were scheduled for deliveries
in the first quarter of 2004.

• Completion, outfitting and commissioning of an Jascon 5,
an Offshore Dynamic Positioning Class 3 self-propelled
pipe-laying/construction barge, for Consolidated Projects.
The new hull, currently under construction in China, would
be expected to arrive in March 2003 to undergo eight and
half months completion work. On completion, Jascon 5
would be operated by Offshore Contractors Ltd and deployed
worldwide, sailing to jobsites at 8 knots under its own power.

• Conversions of two units of shuttle tanker for a Norwegian
owner. The first vessel arrived in January 2003 and was
scheduled for completion in June 2003.  The second unit
would arrive at the shipyard in April 2003 with completion
expected in June 2003.

WIP: Work-in-progress

Description 2001 2002 % Change

No. of Newbuilding units delivered 3 4 33

No. of vessels (WIP) 4 4 –

Percentage completion ($m) 104 184 77
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Summary of Newbuilding, Ship Conversion & Offshore Projects
(based on estimated % completion & exclusive of ship repair & exclusive of options)

Sector 2002 2003 2004 2005

Newbuilding

1078 TEUs (3 units)

Cable Laying Ship

1st unit 2500 TEUs

2nd unit 2500 TEUs

Semi-submersible (1st unit)

Semi-submersible (2nd unit)

Fast Boat (4 units)

Ship Conversion & Offshore

Offshore / Conversion &
passenger vessel upgrading

Associates

Topside fabrication

Jack-ups (2 units)

Offshore Projects by Mauá Jurong (Brazil)

Type 2002 2003 2004

P-43 / P-48

Topside Modules Fabrication

Integration & commissioning

P-50

Utilities Modules Fabrication

Integration & commissioning

Offshore Projects by PPL Shipyard

Type 2002 2003 2004 2005 2006

Jack-ups

Jack-up (1st unit)

Jack-up (2nd unit)

Jack-up – option 1*

– option 2

– option 3

– option 4

Offshore Projects by
Associates

Two units of sophisticated jack-up rigs were under construction
at PPL Shipyard for Global SantaFe International Corp. The first
unit would be due for delivery in April 2003 and the second
unit in April 2004.

Mauá Jurong was kept busy with the fabrication of topside
production modules for two FPSO units namely the P-43
Barracuda and the P-48 Caratinga for Halliburton Productos
Ltda, the Brazilian affiliate of Kellogg Brown & Root Inc. of United

States. The topside fabrication works were scheduled for
completion in August 2003.

Mauá Jurong also secured a contract to fabricate six units of
utilities modules comprising two manifolds, one electrical, one
utility, one water injection and one office block for the P-50
FPSO unit. Awarded by Kvaerner Process System of Malaysia
(KPSM), the project commenced in early 2003 with completion
due in mid-2004.

Total Order Book (exclusive of ship repair)

Sector/$m Contract sum Taken in 2002 Balance

Ship Conversion & Offshore 989 337 652

Newbuilding 508 184 324

Topside fabrication 434 100 334

Jack-Ups 247 123 124

Grand Total 2,178 744 1,434

SembCorp Marine Annual Report 2002

49

*expired


