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Daily Briefing
Leading maritime commerce since 1734

Monday December 18, 2023

Maersk and Hapag-Lloyd halt 
Red Sea passages

LEADING CONTAINER LINES Maersk and Hapag-Lloyd have put a 
halt to voyages through the Red Sea following a string of attacks on 
shipping by Houthi forces on Friday.

Ships owned and operated by the lines, along with another operated by 
Mediterranean Shipping Co have either been struck or had close calls 
in recent days.

“Following the near-miss incident involving Maersk Gibraltar (IMO: 
9739692) yesterday and yet another attack on a container vessel today, 
we have instructed all Maersk vessels in the area bound to pass 
through the Bab el Mandeb Strait to pause their journey until further 
notice,” a spokesman for Maersk told Lloyd’s List.

“Ensuring the safety of our employees is of the utmost importance and 
our number one priority in handling this challenging situation. We 
continue to closely monitor the situation, retrieving all available 
intelligence on the security situation in the area.

“We are committed to best possibly ensuring the stability of our 
customers’ supply chains, and we are working closely with all our 
logistics teams and are taking steps to minimise impacts to customers.”

The attack on Friday was on Hapag-Lloyd’s 15,000 teu Al Jasrah (IMO: 
9732321), which was hit by an unknown object, thought to be a drone. 
This resulted in a fire on board, although there are no reported 
casualties.

Lloyd’s List Intelligence’s casualty reporting service said the vessel 
caught fire in the Red Sea, after being hit by a projectile launched from 
rebel-controlled Yemen, citing US defence officials.
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“The projectile hit the port side of the vessel and one 
container fell overboard due to the impact and the 
projectile also caused a fire on deck,” it said.

A spokesman for Hapag-Lloyd confirmed the attack.

“Our 15,000 teu vessel Al Jasrah, sailing in the MD2 
service, has been attacked while sailing close to the 
coast of Yemen,” he said.

“No crew member was injured. Hapag-Lloyd will 
take additional measures to secure the safety of our 
crews.”

Hapag-Lloyd has also confirmed it will halt all 
further passages through the Bab el Mandeb over 
the weekend.

“Hapag-Lloyd is pausing all containership traffic 
through the Red Sea until Monday,” the spokesman 
told Lloyd’s List. “Then we will decide for the period 
thereafter.”

All vessels that were due to transit Bab el Mandeb 
over the weekend have been asked to drift and not 
transit, and schedules are being updated.

The UKMTO has also reported a further attack on 
another vessel further south, although details 
remain sketchy. EOS Risk Group reported that the 
incident involved the 2,500 teu MSC Palatium III 
(IMO: 9336165), which was northbound en-route to 
Jeddah. It claimed the vessel had been hit by a 
missile.

Lloyd’s List Intelligence’s Automatic Identification 
System data shows the vessel reversed direction 
shortly after 1000 hrs and is now steaming south 
towards the Gulf of Aden.

Vessel owner and operator MSC has been contacted 
for comment.

Another vessel, the Maersk-owned 6,000 teu 
Columbine Maersk (IMO: 9245768) has also 
diverted. The southbound vessel was just north of 
Al Jasrah but reversed direction following the 
attack. It is now heading north away from the 
region again.

Al Jasrah has been owned and operated by Hapag-
Lloyd since it was acquired as part of its merger with 
United Arab Shipping Co in 2016. It has no ties with 
Israel and the MD2 service between the western 
Mediterranean and Asia does not call at Israel. Nor 
do the other vessels affected today have any Israel 
links, indicating that Houthi claims to want to only 

stop shipping linked to Israel might end up 
encompassing any shipping.

The International Chamber of Shipping this 
morning called for states with influence in the 
region to work to stop the actions of the Houthis in 
attacking seafarers and merchant ships, and de-
escalate what is now an extremely serious threat to 
international trade.

“Some companies have already rerouted around the 
Cape of Good Hope to avoid Houthi aggression, 
which adds cost and delay to global trade,” the ICS 
said.

“Industry is extremely concerned about these 
attacks on shipping and is understood to be 
considering additional actions, which could lead to 
further ships diverting to this route, with further 
potential impacts on trade. The Red Sea is a crucial 
waterway, linking Europe and Asia. Currently, 12% 
of global trade passes through the Red Sea.”

It said the full maritime security architecture in 
the region should be brought to bear to end the 
attacks and protect seafarers and merchant 
shipping.

The increased activity has raised concerns about the 
viability of the Suez Canal routing.

“All ships transiting the Suez Canal must sail 
through the Red Sea and Gulf of Aden. The Houthi 
militia has made clear that any vessel is a target,” 
claimed Xeneta chief analyst Peter Sand.

He warned the situation could have serious 
consequences for global supply chains.

“I do not believe the Suez Canal will close, however, 
if there are further significant escalations then we 
cannot rule it out, even if it is just for a few days.”

He pointed to the disruptions caused by the closure 
of the canal following the Ever Given (IMO: 
9811000) casualty in 2021.

“Supply chains were plunged into chaos and it took 
months to restore order,” Sand said.

“The ocean freight industry has been deeply scarred 
by Ever Given and is frankly terrified of any 
situation that threatens the closure of the Suez 
Canal.”

He warned that if the attacks continued, there would 
likely be further diversions to avoid the area.
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“We are already seeing ocean freight line operators 
and owners choosing to reroute vessels away from 
the Red Sea and Gulf of Aden region,” he said.

“Due to the importance of the Suez Canal to global 

supply chains, even a small disruption can have big 
consequences. The main alternative is to sail around 
the Cape of Good Hope, which adds up to 10 days’ 
sailing time for services from Asia to northern 
Europe and the east Mediterranean.”

WHAT TO WATCH

Houthis target tenth ship in Red Sea 
as attacks start to look indiscriminate
THE HOUTHI attacks on commercial ships in the 
Red Sea have raised fears that no vessels traversing 
the Bab el Mandeb strait are safe as targets appear 
to be struck without clear cause.

The militants claimed responsibility for two attacks 
on MSC boxships Friday and a Hapag-Lloyd vessel 
was also hit.

The attacks on the three vessels, none of which have 
any apparent links to Israel, raise the to-tal to 10, 
including six in the past week.

A Panama-flagged bulk carrier attacked earlier this 
month also had no links to Israel, while a boxship 
attacked the same day was only linked through a 
charter to Zim that ended in 2021.

Maritime security analyst Ian Ralby said the 
Houthis are mainly concerned with fighting the 
West and elevating themselves to global prominence.

“They are well practiced in creating chaos. This is an 
opportunity for them to elevate their chaos to a 
global stage,” he told Lloyd’s List.

“I think we are looking at probably more erratic 
attacks. Anything they can link either to Israel or to 
one of Israel’s supporters is fair game for the 
Houthis.

“And even if they get it wrong, they just don’t care.”

A spokesperson for the militant group, Yahya Sare’e, 
said the militants carried out the attacks against the 
MSC Alanya (IMO: 9785483) and MSC Palatium III 
(IMO: 9336165).

“They were en route to the Israeli entity and were 
targeted by two suitable naval missiles,” he said on 
X, formerly Twitter.

Neither the 11,500 teu Alanya nor the 2,500 teu 
Palatium III have a history of trading in Israel, 

Lloyd’s List Intelligence data shows, and no public 
information suggests this is where they were sailing 
to.

Lloyd’s List understands that the Palatium III was 
struck by a missile, while Alanya initially turned 
around following a Houthi warning.

Alanya is now heading north but has not 
transmitted an AIS signal since 0458 hrs GMT. The 
ship was travelling from Djibouti to Jeddah at the 
time.

Palatium III is still actively transmitting AIS and is 
sailing into the Gulf of Aden after doing a U-turn.

Hapag Lloyd’s 15,000 teu Al Jasrah (IMO: 9732321), 
also without Israel links, was hit by a projectile, 
causing a fire but no injuries to crew.

It is possible that some ships were not the intended 
targets. The Houthis have not claimed responsibility 
for some of the more puzzling strikes, such as 
against Al Jasrah or the AOM Sophie II, a Panama-
flagged bulker attacked on December 3.

Maersk and Hapag-Lloyd have announced they will 
halt all voyages through the Red Sea.

Lloyd’s List Intelligence risk and compliance head of 
product Rosanna Boyle said Maersk removing its 
vessels from the region was “hugely significant” and 
other companies may do the same.

“There is a clear and present danger to the lives of 
seafarers and crew,” she said.

Risk Intelligence Middle East and North Africa 
analyst Kais Makhlouf said the Houthis will have to 
dig deeper for Israel links as the attacks continue.

“The Houthis’ problem is that the longer they keep 
this on, the fewer obvious targets they are going to 
have, because everybody exposed will re-route, so 
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they will have to search further and further for links 
to Israel,” he told Lloyd’s List.

The Houthis still claim the Red Sea is safe for 
international shipping.

Sare’e said: “Yemeni armed forces reassure all ships 
heading to all ports across the world, except for 
these are heading to Israeli ports, that they would be 
safe and must keeping identifying device open.”

Lloyd’s List Intelligence shows fewer AIS gaps this 
year than last. Between November 14, the day the 
Houthis first threatened passing Israel-affiliated 
ships, and December 13, some 64 AIS gaps have 
either opened or closed in the Red Sea. This figure 
was 78 in 2022.

It is possible the 2023 figure will be revised in the 
coming days when new data become avail-able, but 
it shows no significant spike in dark activity as the 
situation has escalated.

Fewer vessels approaching from the Gulf of Aden are 
turning off their AIS, while slightly more vessels are 
going dark on the southbound voyage through the 
Red Sea.

There has been a notable increase in the number of 
AIS gaps recorded by containerships, and the data 
show a shift in opening and closing locations 
suggesting more vessels are trying to clear the Bab 
el-Mandeb while off the radar.

Bulk carrier Ruen hijacked off Somalia
HANDYMAX bulk carrier Ruen (IMO: 9754903) 
has been hijacked 700 nautical miles east of Bosaso, 
Somalia, according to reports.

United Kingdom Maritime Trade Operations said 
the ship’s company security officer said the crew no 
longer had control of the vessel.

All crew are reported safe.

The Malta-flagged, 2016-built, 41,607 dwt Ruen 
made a distress call yesterday saying it was being 
boarded.

Automatic Identification System transmissions show 
the ship’s journey was disrupted between 1130 hrs 
and 1200 hrs GMT on December 14.

The vessel is continuing to transmit AIS positions.

Ruen is owned and operated by the Bulgarian 
company Navigation Maritime Bulgare JSC 
(Navibulgar).

At the time of the incident, the ship was signalling 
Gemlik, Türkiye as its next destination.

The location of the boarding so far from the coast 
raises questions about who is responsible for the 
attack.

EOS Risk Group head of advisory Martin Kelly said: 
“The distance from Somalia is really quite far to 
conduct a boarding when there is quite a high 
volume of traffic there. Two Iranian fishing dhows 
were reported hijacked a few weeks ago, one is still 
offline and probably could get that far but it’s still 
quite a stretch.”

Other possible suspects are the Iranians and their 
Houthi proxies, although the latter had yet to 
demonstrate they could operate so far offshore, he 
added.

In either of these scenarios, it is likely the 
perpetrators would be spotted leaving the area.

This attack follows the boarding of Liberia-flagged 
chemical tanker Central Park (IMO: 9725823) on 
November 26.

US defence officials say the attackers were Somali 
and as of December 12 they remain detained on the 
destroyer USS Mason.

Shipping associations condemned the week’s attacks 
on ships with missiles or drones fired from Houthi 
territory in Yemen.

The International Chamber of Shipping urged states 
with influence in the region to ensure freedom of 
navigation and for continued naval support.
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The View: Navies must ensure trade 
flows in the Red Sea
IN 1839, the East India Company decided it needed 
a coaling station for vessels serving its rule in 
southeast Asia. Aden, perfectly situated and one of 
the world’s great natural harbours to boot, was the 
obvious choice.

The tenure of then-foreign secretary Lord 
Palmerston was the pinnacle of gunboat diplomacy, 
and Britain accordingly dispatched a warship to the 
port, where it proceeded to blow much of the 
surrounding town to kingdom come.

The Sultan of Lahej was thereafter “offered British 
protection”, as the early Victorian euphemism had it. 
Naturally, that entailed annexing his territories to 
the Bombay Presidency.

Aden’s importance as a bunkering facility, for the 
Royal Navy as well as commercial vessels, grew 
further still after the opening of the Suez Canal in 
1869.

For better but usually for worse, then, two centuries 
of history have left the destiny of what is now Yemen 
intertwined with shipping security.

The attacks on merchant ships launched from that 
country since last month, which numbered at least 
seven and possibly 10 at the time of writing, are only 
the latest iteration of this reality.

The effect of outside military intervention in that 
country has been so baleful that one hesitates to 
demand more of it. But trading nations have a duty 
to ensure the trade flows.

The situation recalls the Somali piracy crisis, and 
the expedient of multilateral naval collaboration 
must surely now be on the agenda.

The British empire held on to what became the 
crown colony of South Yemen as long as it was able, 
fighting one of its last but perhaps most brutal 
colonial wars before granting independence in 
1967.

Unification with North Yemen, which remained 
nominally autonomous all along, followed in 1990. 
But the lash-up was never a happy one. Civil wars 
broke out in 1994 and again since 2015.

The more recent fighting, essentially a proxy conflict 
between Saudi Arabia and Iran, has left the 

Tehran-aligned Houthis as the de facto government 
of much of the country.

Part of the faction’s official slogan runs: “Death to 
America, Death to Israel, Cursed be the Jews.” In 
furtherance of this programme, Houthi armed 
forces announced in November they would target 
Israeli vessels transiting the Red Sea, in solidarity 
with the Palestinian side in the Gaza conflict.

The most spectacular incident to date has been the 
hijack of Galaxy Leader on November 19, which saw 
a helicopter land on the deck of the Ungar family-
owned car carrier, which now sits alongside at 
Hodeidah.

The industry has initially reacted with sangfroid. 
Additional premiums for the Red Sea have doubled 
from 0.1% to 0.2% of hull value, which given the 
degree of risk involved is not too big an ask.

That said, some London underwriters will not write 
Israeli owners for the trip, and the ones that will 
have been asking for an uplift of 250%. Many of the 
owners in question have understandably chosen to 
reroute round the Cape of Good Hope.

Most prominently, on Friday, Maersk and Hapag-
Lloyd said they would halt Red Sea passages after a 
spate of attacks.

While holding the predominantly Filipino crew of 
Galaxy Leader (IMO: 9237307) against their will is 
an unconscionable outrage, so far no seafarers have 
been killed or injured by Houthi belligerence.

Owners have hardly relished having to pay tens of 
thousands of dollars more — and for more expensive 
ships, hundreds of thousands of dollars more — in 
insurance costs.

But precisely because the Suez Canal is 
unavoidable to many, it has made sense to stump 
up, especially when the bill can be passed on. 
Liner companies, including Zim, Hapag-Lloyd and 
Maersk, are levying war risk surcharges of $50-
$100 a box.

However, war risk underwriters, who got their 
fingers burned with an estimated $400m payout on 
total losses on the anniversary date of the Russian 
incursion into Ukraine last February, are 
understandably jittery.
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Maersk Gibraltar (IMO: 9739692) — which was hit 
by a missile on Thursday — is beneficially owned by 
Greater China Intermodal, managed by Vancouver-
based Seaspan Ship Management and operated by 
Denmark’s Maersk.

In other words, it has no discernible links to Israel 
whatsoever. If it can be assailed, so can any other 
ship. The expectation is that premiums will rise to 
the point where they become a significant burden.

The obvious precedent would be the 5% of hull 
value seen in the Iran-Iraq war of the 1980s, 
which could start putting millions of dollars on 
the cost of a single trip, rendering many voyages 
unviable.

US and French warships have reacted swiftly and 
effectively so far, shooting down drones and 
escorting ships to safety. We thank them for doing a 
great job and ask that they continue to do it.

There has been media speculation that Washington 
is ready to act to ensure continued freedom of 
navigation. If that happens, other countries should 
join the operation.

BIMCO has argued more Western military resources 
would help, perhaps to mount convoys or so-called 
area operations.

On Friday, the International Chamber of Shipping 
issued a statement lauding naval efforts so far, 
adding that it “hopes [for] and expects further 
commitments of the same nature in the very near 
future”.

Hubris alone dictates that nobody in their right 
mind should lightly demand military involvement in 
the Arab world. The consequences — as Libya and 
Syria remind us to this day — are wont to be 
unpredictable.

Lloyd’s List is acutely aware that it is a publication 
based in Yemen’s former colonial power. It is highly 
likely to have covered the annexation of Aden and 
the implications for marine insurance in its print 
editions of the time.

Let gunboat diplomacy be confined to the past. But 
there are legitimate uses of gunboats in the 21st 
century; the continued flow of world trade is one of 
them.

ANALYSIS

Containers: Box shipping swings 
into down cycle
THERE is no question that 2024 will be challenging 
for the container sector. The business is nothing if 
not cyclical — and right now, it is approaching the 
bottom of that cycle.

Freight rates, which fell from their Covid-induced 
peaks in 2022, are now rattling around levels last 
seen before the pandemic. They were not 
particularly profitable in 2019, but with four years of 
inflation added to costs, many trades are running 
well below the price of the service.

For box lines, sitting on the bounteous returns of 
2020-2022, this is not yet a problem — but it will 
fast become one. Losses were already being 
reported by the third quarter of 2023, and there 
are forecasts for several more quarters of negative 
returns.

The financial situation will likely worsen in 2024, as 
there has been buffer element from long-term 
contracts signed when rates were still relatively 
strong. However, these are drawing to a close and 

new contracts are using today’s anaemic spot rates 
as the base for negotiations.

The reason for the ongoing low rates is the simple 
law of supply and demand. During the third quarter 
of 2022, demand fell off a cliff and has limped along 
ever since. Any strong positive growth figures seen 
now have to be taken in the light of the comparison 
period.

By the end of the third quarter, global volumes were 
still 1.7% behind the comparable figure for 2022. When 
looked at over the cycle, volume growth in teu-miles 
has been just 1.8% when annualised since 2019.

Inventory levels built up during 2022 look finally to 
be retreating, which gives some hope, but there are 
still few positive signals for demand.

While the US economy has seen growth, Europe 
— the largest main lane market for container 
volumes — is still gripped by inflation, high interest 
rates and low consumer confidence.
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Demand growth forecasts vary, but the outlook for 
2024 is tepid.

The International Monetary Fund expects global 
gross domestic product growth of 2.9% in 2024 and 
3.2% in 2025.

However, this will be driven by growth in Southeast 
Asia, the Indian subcontinent and the Middle East. 
Lower growth rates in key headhaul markets, such 
as Europe and North America, will affect teu per 
mile demand for carriers.

BIMCO forecasts volume growth to North America 
at 2.5%-3.5% in 2024, and slightly less in Europe. By 
2025, it expects Europe will still have lower volumes 
than in 2019.

“For both the North American, and European and 
Mediterranean regions, our volume forecasts are 
lower than would normally be expected, given the 
forecasts for their economies,” BIMCO said.

“Both areas have struggled with high inflation and 
high interest rates.”

On the other side of the equation is supply, which 
will have grown by 7% in 2023 alone, with a fleet 
growth forecast of 8.8% for 2024 and an estimated 
6.4% in 2025.

Total fleet capacity is set to rise to 30m teu by the 
end of 2024, and the orderbook still amounts 27% of 
the existing fleet.

Therefore container shipping again finds itself in one 
of its periodic phases of overcapacity, which will 
make it even harder for carriers to secure better 
rates; there is simply too much space available for 
the number of boxes that need shipping.

Capacity management will be the main theme of 
2024 as lines try to reduce the amount of supply 
available.

There are tools at their disposal, though they will 
need to use them effectively. Scrapping will need to 
increase significantly and there are plenty of 
candidates available among the vessels that were 

kept working during the pandemic, but are now 
suitable for recycling.

Even so, recycling is only expected to remove some 
360,000 teu from the market in 2024 — barely 
scratching the tonnage that will join the fleet.

Slower steaming speeds will also have an impact by 
requiring carriers to add vessels to loops to maintain 
their schedules. It could also help improve reliability, 
which has still not recovered fully from the 
disruptions of the pandemic.

Carriers will also look to return all the tonnage they 
can that they currently have on charter. Charter 
rates have slumped from their peak and the price of 
secondhand tonnage has fallen steeply. It is not just 
carriers, but also non-operating owners that will 
have a tough time in 2024.

The other option for carriers is to put their unused 
capacity into lay-up.

“As overcapacity worsens in 2024, we will eventually 
see carriers laying up vessels,” Sea-Intelligence 
noted.

“The carriers will drag their feet for longer than in 
2009, as they don’t have their backs against the wall, 
but eventually pandemic cash piles will come under 
pressure.”

However, figures from data intelligence platform 
Linerlytica show only 130,000 teu of capacity — or 
just 0.5% of the fleet — sitting idle, so significant 
effort will be required to remove more tonnage.

All in all, the runes do not read well for carriers. 
Those that report their financial position have all 
lowered their outlooks and are looking to shore up 
finances by cutting costs and reducing investment.

There was once a hope of a smooth landing from the 
boom times of the pandemic, but that myth has been 
dispelled. Buckle up for a bumpy ride.

This article is part of Lloyd’s List’s ‘Outlook 2024’ 
special report, which will be published in full next 
week

Dry bulk: Q4 rally could breathe 
life into seasonal slumber
THE festive season is normally a quiet time of year 
for dry bulk markets. However, the sector is ending 
2023 in an unusually ebullient mood — and the 

debate now is just how long it can sustain the 
current momentum.
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Rates started picking up around six weeks ago and, 
by December 4, the Baltic Exchange’s C5TC — a 
weighted index of capesize time charter rates for five 
routes — stood at $54,600 per day, with active 
engagement in the Pacific. That is pushing four 
times what they commanded at the beginning of 
November.

Some of the steam has since come off, probably 
attributable to profit-taking in the paper market, as 
investors cashed in their forward freight 
agreements.

At the time of writing, 180,000 dwt units had fallen 
by some 35% from their peak and were trading at 
$35,500. However, that compares to the $9,000 
range seen in the pre-Christmas lull in 2022.

The turnaround on the P5TC, which does a similar 
job for panamaxes, has been less dramatic. At the 
time of writing, it stood at $17,600, from a peak of 
$22,000 on December 4 and against a baseline of 
$13,000 in early November.

There are arguments that the rally will not reverse 
itself into the kind of torpor seen as usual over the 
festive and New Year period.

In particular, the sub-capesize sector is projected 
firm, on the back of a record corn export season 
from Brazil and an overspill of soya beans from 
earlier in the year. This has led to port congestion.

Yet the shift for both capes and panamaxes and 
smaller segments seems to have been in sen-timent 
rather than fundamentals, with ready employment 
provided by both Brazilian iron ore and Colombian 
coal.

The current rationing of Panama Canal transits on 
account of low water levels is supportive of overall 
trends. Thanks to the ad hoc nature of its 
scheduling, dry bulk was always going to come off 
worse than the liner trade, which runs to a fixed 
timetable.

In particular, vessels carrying agricultural 
commodities from the US Gulf and South America 
to Asia are having to use the Suez Canal or the Cape 
of Good Hope as an alternative route, driving up 
tonne-miles and thus pricing.

In summary, Q4 has been good for owners of dry 
bulk tonnage. If ports remain congested and the 
Panama Canal continues to operate on reduced 
capacity, rates could remain elevated.

To take a longer-term view, a report from BIMCO 
projects world trade to grow by 2.9% in 2024 and 
3.2% in 2025. That is below the average of 3.7% a 
year for the 2010s when taken as a decade.

Growth in global steel demand is expected to see 
iron ore shipments grow by 3% from 2023 to 2025. 
Grain shipments are postulated to grow by 5.1%, 
which should be positive for supramaxes and 
handysizes.

However, coal may stand 4% lower as advanced 
economies scale back the use of fossil fuels and 
domestic production increases in India and China. 
That will be bad news for panamaxes in particular, 
as coal makes up more than half of that segment’s 
cargo volume.

This will entail knock-on effects, including higher 
competition from panamax ships for capesize and 
supramax cargoes, some analysts believe.

The current orderbook tallies 8.1% of the dry bulk 
fleet, with supramax the fastest-growing segment 
and capesizes relatively subdued. BIMCO estimates 
that a relatively modest 15.5m dwt will be recycled 
over the next two years.

Dry bulk owners are expected to reduce steaming 
speeds slightly in response to climate regulations 
— a factor that should help keep the market tight.

“The supply/demand balance should remain stable 
in 2024 and tighten slightly in 2025. As such, freight 
rates may remain around 2023 levels in 2024 and 
could improve in 2025,” BIMCO adds.

In summation, the shipowner trade association 
expects dry bulk demand to increase by 1.5% next 
year, offset by 1.4% fleet capacity growth.

The known unknown is the health of the Chinese 
economy.

A downturn in the world’s second-largest economy 
could cut the rise in demand to just 0.5%.

Watch, too, for consolidation in the sector after the 
recent announcement that Star Bulk is buying Eagle 
Bulk, which will result in the creation of the world’s 
largest listed dry bulk outfit. It will have a combined 
fleet of 169 vessels, with a market capitalisation of 
$2.1bn.

Star Bulk chief executive Petros Pappas has told 
Lloyd’s List that he regards further consolidation as 
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inevitable, particularly among smaller players in the 
niche.

This article is part of Lloyd’s List’s ‘Outlook 2024’ 
special report, which will be published in full next 
week

LNG and LPG: Panama Canal restrictions 
to keep freight rates high in 2024
WEAKENING demand for liquefied natural gas 
during the first quarter of 2024 is expected to be 
offset by increasing tonne-miles due to reduced 
capacity for Panama Canal transits.

“Looking into next year, the first issue at play will 
be the seasonal decline into Q1. However, given 
that we are already seeing softer rates and Panama 
issues start to feed through into longer tonne-
miles, the usual drop-off might be less steep than 
usual,” said Gibson LNG market analyst Matt 
Coates.

While demand is in question — in particular in 
Europe — the winter is expected to see drawdowns 
in storage that will need replacing and thus will lend 
support for the second and third quarters of 2024.

Meanwhile, energy capacity from nuclear power 
plants in Japan and South Korea, due to come back 
on line in 2024, could reduce demand for LNG 
transport to Asia, while prospects for Chinese LNG 
demand is in question, due to negative economic 
developments there.

Coates said there are two primary factors driving 
LNG demand growth.

“LNG remains a key transitional fuel towards a net 
zero future — and secondly, LNG is an attractive 
option in terms of affordable energy security, which 
can easily integrate into exist-ing natural gas 
networks after establishing the infrastructure 
required.

“The flexible nature of seaborne LNG compared to 
pipeline natural gas has also driven de-mand for the 
fuel, as shown by Europe’s new reliance on LNG 
imports following the end of Russian pipeline flows 
— which the sector was successfully able to replace 
— combined with energy-saving policies and weaker 
end-use demand.”

LNG exports for 2023 are expected to roll in at 
406m tonnes, up from 399.6m tonnes in 2022. US 
export growth has been particularly strong in 2023 
and should total approximately 84m tonnes 
compared to 76.11m tonnes in 2022.

There appears to be little concern regarding the 
orderbook of 382 so-called upper-conventional LNG 
vessels (with capacities of more than 145,000 cu m), 
which represents 72% of the existing fleet in service 
in terms of vessel numbers.

“Although the orderbook is large, the market is 
generally unconcerned, given that these ves-sels are 
on long-term time charter contracts from their 
delivery from the shipyard,” noted Coates.

With steam turbine and dual-fuel diesel-electric 
vessels having relatively poor carbon intensity 
indicator ratings, and representing more than 30% 
of the existing fleet in operation, such ves-sels will 
come under pressure. This is despite remaining 
attractive on a freight cost basis and availability.

In the liquefied petroleum gas sector, Panama Canal 
restrictions will continue to have a signif-icant 
impact on fleet supply, as vessels are diverted via the 
Suez Canal or the Cape of Good Hope.

“All eyes are on Panama,” Henri Besse de 
Laromiguière, senior LPG analyst at Gibson, told 
Lloyd’s List.

“With the transit restrictions announced in late-
October 2023, many very large gas carriers have 
already been diverted on their laden and ballast legs. 
This has significantly tightened the fleet, pushing 
freight rates to very strong levels.”

He said Panama Canal transit restrictions are 
expected to worsen over the coming months. As 
such, this will continue to provide strong freight 
rates, unless they become too high and thus close 
the arbitrage.

Besse de Laromiguière said the main factor driving 
the growth in LPG demand has been mul-tiple 
start-ups of Chinese propane dehydrogenation 
plants.

“China’s PDH capacity is expected to double from 
2022 to 2024, to close to 25mn tonnes per year 
— although whether all plants start on time, or at 
all, is much in doubt.”
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“Chinese imports have increased by 20% year on 
year to 2.64m tonnes per month this year to date. 
The question for 2024 is how they will be able to 
sustain these levels amid deeply nega-tive PDH 
margins and a potential economic slowdown in 
2024.”

Meanwhile, cuts by the Organization of Petroleum 
Exporting Countries Plus (Opec+) have been 
hampering export volumes from the Arabian Gulf.

With increasing production and record availability 
this winter, the US has been driving the growth of 
LPG supply globally. US LPG production is on track 
to edge up by 6% year on year in 2023 to 3.4m 
barrels per day — a record high.

On the vessel supply side in 2023, shipowners have 
been focused on ordering fully refrigerat-ed vessels, 
capable of transporting ammonia or ethane.

This has been driven by owners being increasingly 
receptive to the rapid current and future growth of 
the hydrogen and ammonia industry, and all the 
new projects that are being built, said Besse de 
Laromiguière.

“Owners are anticipating a surge in demand for 
longhaul voyages for ammonia from the US and AG 

to Europe and Asia, and they want to have a fleet 
ready to benefit from this new — and potentially 
lucrative — trade.”

Since a very large ammonia carrier can carry LPG, 
ordering a VLAC instead of a very large gas carrier 
gives an owner the option to switch to ammonia 
cargo at some point in the future.

“Ammonia is kind of their safety card for 
newbuildings that are expected to be on the water 
for 30-plus years. It can also be assumed that 
shipyards started offering more designs for 
VLACs recently, which could explain the quick 
adoption.”

For very large ethane carriers, the increase in 
newbuilding orders has been driven by both his-
torical players in the sector and newcomers.

All VLECs ordered so far have long-term charters 
attached, suggesting demand is coming from the 
planned increase in ethane crackers in Asia and 
potentially northwest Europe.

This article is part of Lloyd’s List’s ‘Outlook 2024’ 
special report, which will be published in full next 
week

MARKETS

Seanergy plots largest buyback yet, 
along with ATM funding
SEANERGY Maritime, the Greece-based owner of 16 
capesize bulkers and one larger newcastlemax, has 
launched potentially its largest share buyback yet.

The new two-year share repurchase programme for 
up to $25m would be enough to buy back and retire 
some 18% of the company’s common stock at recent 
price levels.

The Nasdaq-listed owner has already completed 
three previous repurchase programmes that bought 
up a total $28.3m worth of common shares, 
convertible notes and warrants.

At the same time, the company announced an 
at-the-market fundraiser for up to $30m that may be 
used to partly fund the buybacks.

It is also intended to “provide us with flexibility to 
capitalise on variable market conditions and 

potentially to fund other accretive transactions and 
shareholder-value creation opportunities,” said chief 
executive Stamatis Tsantanis.

The share repurchase programme and the at-the-
market programme would be deployed 
opportunistically, “as market conditions dictate”.

“As market conditions dictate, we intend to deploy 
either our buyback programme or at-the-market 
programme opportunistically, always with the goal 
of creating value for our common shareholders.

“We have allocated substantial amounts over the last 
two years in buybacks of our securities, which 
clearly indicates our priority in creating shareholder 
accretion,” Tsantanis said.

He himself has invested about $1m in the course of 
this year in purchasing company shares.
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“I intend to invest a similar amount in purchasing 
additional common shares of the company in the 
coming months,” he said.

According to Tsantanis, the board authorised the 
latest share buyback in light of “our strong 
commitment to create accretion for our 
shareholders, as well as the capesize sector’s 
performance and outlook.”

Last month, Seanergy posted a net loss of $5m for 

the latest quarter, and an adjusted net loss of $2.6m.

But the company underlined its optimism about the 
long-term outlook for its market.

Tsantanis saw “the best capesize market 
fundamentals of the past three decades”, taking into 
account increases in dry bulk demand combined 
with the low levels of new capesize ordering and 
impending environmental regulations that could 
lead to the phase out of some older tonnage.

OSG to shell $100m on engine upgrades 
for its Jones Act crude tankers
OVERSEAS Shipholding Group is pushing ahead 
with incremental gains and improvements to its 
existing fleet as it announces comprehensive 
lifecycle engine upgrades for three more of its 
Alaskan class crude tankers.

The US-listed Jones Act and US flag shipowner and 
operator has inked contracts with MAN Energy 
Solutions spanning three years and worth nearly 
$100m it said would boost the ships’ efficiency, 
reduce emissions, and extend their working life.

OSG first announced it will conduct about $50m of 
upgrades on Alaskan Frontier (IMO: 9244659), 
which it recently agreed to purchase from BP. The 
remaining ships to be upgraded are Alaskan 
Explorer (IMO: 9244661), Alaskan Legend (IMO: 
9271432) and Alaskan Navigator (IMO: 9244673). 
All four 193,000 dwt tankers are nearing 20 years of 
age.

Chief executive Sam Norton said the improvements 
in fuel oil consumption will cut greenhouse gas 
emissions by an estimated 20,000 metric tonnes, 
based on the vessels’ historical trading patterns, 
which would help the firm meet its environmental 
goals and comply with international regulations.

“OSG has set a target of achieving a 15% reduction in 
annual CO2 emissions by 2030 and this investment 
alone should account for roughly one third of that 
target,” Norton said in a statement.

The anticipated improved emissions attained should 
let the ships continue in their historical trading 
patterns while staying compliant with the Carbon 
Intensity Indicator regulation through at least 2035, 
he added.

The upgrades will also include methanol-ready 
capabilities and optimisation technologies.

Norton recently told Lloyd’s List that given the high 
costs and long lives of Jones Act tankers, improving 
and optimising the existing fleet rather than 
investing in new vessels was the most realistic way 
to cut emissions.

Work on Alaskan Frontier is planned to begin early 
next year, while the upgrades on the other three 
tankers will be done concurrently with their 
scheduled drydocking periods through 2026.

Chris Merten, chief operating officer of OSG’s wholly 
owned subsidiary Alaskan Tanker Company said the 
vessels were originally built with a 40-year design 
life.

“With Alaskan crude oil production expected to 
increase by as much as 250,000 barrels per day by 
the end of this decade, ensuring the extended 
operating life of these vessels in compliance with 
environmental regulations has been a top priority 
for us and our customers,” he said.

“The upgrade of these vessels’ main engines should 
allow that goal to be achieved over the next decade, 
adding years of CII compliance for these vessels to 
generate additional cashflows through 2035. 
Looking out over the longer term, the methanol fuel 
option that these upgrades provide allows 
possibilities for even longer-term operation should 
green methanol fuel availability emerge in the 
decade ahead.”

OSG also announced amendments to its existing 
charterparties for Alaskan Navigator and Alaskan 
Legend.

“The amendments modify the terms of the 
charterer’s existing extension options and provide 
for five additional one-year extension options for 
each vessel at agreed rates through 2035,” it said.
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IN OTHER NEWS

Crowley to pilot Carbon Ridge’s 
onboard carbon capture and storage 
system
CROWLEY will pilot a carbon 
capture and storage system 
developed by San Francisco-
based start-up Carbon Ridge on 
board the 974 teu boxship Storm 
(IMO: 9389435) starting next 
year.

The collaboration will include 
engineering, manufacturing and 
integrating a small capacity 
version of the Carbon Ridge’s 
future full-scale system for the 
first time.

“It is the first installation of the 
technology on the ship,” Carbon 
Ridge chief executive Chase 
Dwyer told Lloyd’s List.

EU ETS to give Rotterdam LNG 
bunkers competitive edge
LNG bunker prices in northwest 

Europe could become more 
attractive in 2024 owing to 
shipping’s inclusion in the 
European Union’s Emissions 
Trading System tax, according to 
an analysis from live bunker 
benchmark platform Engine.

Engine claims the new rules will 
narrow LNG’s price premium to 
very low sulphur fuel oil in 
Rotterdam to $87 per tonne 
— based on December 13 prices, 
for vessels that will use the fuel 
on voyages between two EU 
ports. Total CO2 emissions from 
such voyages will require EU ETS 
tax payments next year.

Vessels on intra-EU voyages 
could opt for LNG to also 
comply with Emission Control 
Areas, as the LNG price 
discount to low-sulphur marine 
gasoil widens when accounting 
for its lower CO2 emissions. 

Most vessels bunker with 
low-sulphur marine gasoil in 
ECA waters.

MOL to issue blue bond worth $70.6m 
in January
MITSUI OSK Lines says it is the 
first shipping company to issue 
a type of sustainable bond 
aimed at funding environment 
projects.

It plans to issue so-called ‘blue’ 
bonds worth ¥ 10bn ($70.6m) in 
January in the Japanese 
domestic market.

Potential applications include 
offshore wind power, ocean 
thermal energy conversion and 
wind-assisted propulsion, MOL 
said in a statement. It said it 
has committed to investing 
investing ¥650bn ($4.5bn) from 
2023 to 2025 on environmental 
issues.

For classified notices please view the next page.
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