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Daily Briefing
Leading maritime commerce since 1734

Wednesday February 21, 2024

P&I clubs hail renewal 
tonnage gains

INTERNATIONAL GROUP AFFILIATES look set to post another year 
of break-even or better underwriting results, after getting most of what 
they wanted in the run up to Tuesday’s renewal deadline.

The proceedings appear to have been largely uneventful in terms of 
churn, with no major fleets known to have changed hands.

But larger clubs admitted that some big boxship outfits have been 
implementing multi-club diversification strategies.

There was also confirmation from insiders of anecdotal evidence from 
brokers that rate hikes generally came in at around two thirds of the 
officially proclaimed headline figures.

The main point of interest seems to have been the scurry to provide big 
name charterers with a buy-back to replace war risk liability extension 
in the Red Sea, after their hand was effectively forced by jittery 
reinsurers.

Some IG clubs were unveiling tonnage gains even before the official 
midday London time cut-off point, with Skuld’s website this morning 
declaring its mutual book 11% up on last year, to hit 116m gt.

The Norwegian middleweight is thought to have made headway by 
picking up some accounts Britannia opted not to renew, predominantly 
in Japan.

Skuld also said it had seen “substantial growth” in other lines, 
including hull & machinery, charterers’, energy, and freight, 
demurrage & defence legal cover. No figures were provided to 
illustrate the point.
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NorthStandard — one of the IG’s big two, with a 
market share of roughly 20% — said its premium 
revenues for the 2023-24 insurance year had topped 
$825m, against a combined $796m when the old 
North and Standard clubs merged on 2023 renewal 
day. Mutual poolable tonnage rose to 256m gt.

The club added that when it publishes its financial 
statements, it expects to report an underwriting 
surplus and a sub-100% combined ratio, with a 
positive investment return adding to the club’s free 
reserves. That performance follows a 95% CR figure 
posted for the 2022-2023 year.

Combined ratio is defined as the ratio between 
payouts plus operating expenses measured against 
premium income, and is a key metric used to judge 
insurers. As P&I clubs are profit sufficers rather than 
profit maximisers, the sweet spot is just the right 
side of break-even.

“It hasn’t been the most exciting renewal in terms of 
fleets moving around, certainly not for us. Just the 
usual process of a little bit of movement here and 
there,” said NorthStandard joint chief executive Paul 
Jennings.

NorthStandard’s other chief executive Jeremy Grose 
said that some fleets that had concentrated into 
NorthStandard by virtue of the merger had moved 
to other clubs by way of a diversification measure.

While he was careful not to name clients, it is public 
knowledge that both Maersk and MSC acted in this 
manner last year and may have done so again.

“From some of the very large accounts, we’ve lost 
some tonnage to other clubs. But we’re still the 
biggest club for all of those very large fleets. It’s not 
in any sense a vote of no confidence, it’s just they 
want to spread their business.

“The amount of business we’ve got in — by virtue of 
new members coming in and new tonnage coming 
across from other clubs — has outweighed the 
impact of that rebalancing. We’ve outperformed 
where we thought we would be.”

Grose and Jennings also reiterated earlier 
statements that they plan to build commercial lines 
to the point where they represent 30% of premiums, 
up from roughly 20% currently.

These include hull, war, offshore and renewable, 
coastal and inland, strike and delay, aquaculture 
and fishing vessels, the latter through its Sunderland 
Marine affiliate.

Largest market share
Gard, the club with the largest market share last 
time round, confirmed word on the broker grapevine 
that it had also done well. In the past 12 months it 
has added 7m gt to its mutual entries, bringing that 
book to 284m gt, which should be enough to retain 
top slot. Retention rate was 99.4%.

UK Club — number three in last year’s league table, 
albeit far behind NorthStandard and Gard — said 
that it had seen modest overall year-on-year growth 
in entered mutual tonnage of approximately 2m gt. 
Its reported mutual entry last year was 153m gt.

The club also expressed itself “encouraged” by the 
“excellent volume” of newbuilding commitments 
from current and new members.

But chief underwriting officer William Beveridge 
hinted that there had been a parting of the ways 
with some owners, adding: “The club’s focus on 
quality has led to the loss of some renewing tonnage, 
particularly in the underperforming charterers’ 
liability sector.

“Following several tough years for P&I clubs, the 
landscape is improving and we anticipate another 
year of stable underwriting results for the club.

“Our free reserves are among the strongest in the 
industry and we expect healthy investment returns 
to further strengthen the balance sheet.”

Renewed contracts
January and February mark the busiest time of year 
for P&I clubs, which must set about the gargantuan 
task of agreeing renewed contracts with insurance 
brokers representing the owners of more than 90% 
of the world fleet by tonnage.

General increases and target increases are 
announced in November and December of the 
previous year. But these are opening bids for 
negotiation purposes, with better deals available to 
owners with good claims records and non-renewal 
always a possibility for those who cost insurers 
money.

The 2024-25 renewal saw five of the 12 IG clubs seek 
5% increases, with the remaining seven demanding 
7.5%. There were nuances including cashbacks in 
some instances.

These are the lowest general increases seen in four 
years, and compare to modal average increases of 
7.5% in 2020, 10% in 2021, 12.5% in 2022 and 10% 
in 2023.
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One complication has been the last-minute decision 
of reinsurers to pull cover for war risk extensions in 
the Red Sea from fixed premium products from 
February 20.

The move largely impacted oil majors and big-name 
trading houses, who wish to be covered for any 
potential liability to shipowners or cargo interests, 
given the spate of Houthi attacks on vessels 
transiting the Bab el Mandeb.

At least three clubs by this morning were known to 
have put replacement arrangements in place, 
guaranteeing seamless transition, and the likelihood 
is that all or most others will have done so as well.

The upshot is that charterers will now have to pay 
for a cover they once got as part of the package. 
However, many have deep pockets and premiums 
are expected to be modest.

Skuld’s new cover, to take one example, has a limit of 
$150m in the aggregate for any one occurrence or 
accident on each declared voyage. But vessels with 
Israeli ownership or other Israeli interest are 
excluded except by specific agreement.

Meanwhile, the old Standard War Class and North 
of England Class 3 covers — which initially 
remained separate after the merger — have been 
brought together to become NorthStandard War 
Risks Class. The development was expected and 
cover remains unchanged, according to a circular to 
members.

More generally, things appear to be looking up for 
the sector, in which all major players are not-for-
profit mutuals. Most of them published combined 
ratios below 100% at the halfway stage and will be 
confident of doing so once the full renewal outcomes 
are known.

Pool claims remain benign for the second year in 
succession after several years of record losses, 
which will again lift some of the pressure off club 
bottom lines. A further bonus is the upbeat state of 
financial markets, which is boosting investment 
returns.

Observers will also be looking closely at the 
performance of some smaller clubs, after a series of 
ratings agencies decisions that saw S&P downgrade 
Swedish and West of England to BBB+ in 2022 and, 
earlier this year, downgrade American Club to a 
below investment quality rating of BB+.

However, clubs insist that their S&P ratings should 
not be seen as equivalent to the same ratings applied 
to bonds. Unlike issuers of fixed income securities, 
mutual insurers retain the option of hitting their 
members with supplementary calls, effectively a 
retrospectively imposed premium, if they find their 
solvency squeezed.

Some of the weaker clubs are understood to have 
discussed mergers with one another, with the 
rumour mill suggesting that two London-based 
clubs held exploratory talks on the subject last year. 
These are understood to have proved fruitless.

WHAT TO WATCH:

Abandoned ship hit by Houthis towed 
to Djibouti
OWNERS of the Belize-flagged general cargo carrier 
Rubymar (IMO: 9138898), which was hit by Houthi 
missiles, have signed a Lloyd’s Open Form salvage 
contract and are attempting to tow the heavily 
damaged ship to Djibouti.

Both the engine room and hold number five were 
flooded when Rubymar was struck by two Houthi 
missiles off the coast of Yemen late on Sunday night, 
forcing the 20 crew to abandon ship.

Despite claims by the Houthis that the vessel had 
already sunk and a series of social media posts 
purporting to show a video of the vessel sinking, 
Rubymar remains afloat. The video falsely identified 

as Rubymar and subsequently shared widely across 
the social media platform X, formerly Twitter, dated 
from 2020 and shows the scuttling of the bulk 
carrier Stellar Banner (IMO: 9726803) in the 
Atlantic.

Rubymar was damaged in the attack and is listing 
heavily. According to the vessel’s Lebanon-based 
operator Blue Fleet Group, it is still in danger of 
sinking, however, all four other holds remain largely 
undamaged and above water, suggesting that the 
vessel may yet be salvaged.

The ship was carrying a cargo of fertiliser from the 
United Arab Emirates to Bulgaria, and was 
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chartered by the Saudi Arabian commodities and 
mining company, Ma’aden.

Ma’aden has declined to comment on the incident 
and has not revealed any details regarding the 
extent of the damage to the cargo.

Belize-flagged Rubymar’s registered owner is a 
company called Golden Adventure Shipping, with an 
address in the UK port of Southampton. However, the 
ultimate owners are a Lebanese entity controlled by the 
Captain Wael Chahadah family group of companies.

The attack on Rubymar marks a significant 
escalation in risk for commercial shipping in the 
Red Sea.

While there have been more than 50 attacks on 
ships transiting the Red Sea, Bab el Mandeb Strait 
and Gulf of Aden, this is the first time a ship’s crew 
has been forced to abandon the vessel and the most 
significant damage sustained to one.

All crew were safely evacuated from the ship and 
taken to Djibouti.

Third attack in 24 hours
The Rubymar attack was one of three on foreign 
vessels in 24 hours.

Another dry bulk carrier, the Greece-flagged Sea 
Champion (IMO: 9299915) was carrying corn from 
Argentina to Aden, a southern Yemeni port city that 
is held by the Houthis’ Saudi-backed opponents, 
when it was targeted twice in the space of two hours. 
The first reported explosion got within 100 metres of 
the vessel, but two hours later, the vessel faced a 
second attack, when a projectile hit the water around 
10 m from the ship. The crew was unharmed and 
Sea Champion arrived in Aden on Tuesday.

While a statement issued by the Houthis on Monday 
evening claimed that Sea Champion had been 
deliberately targeted as “American”, unidentified 
Yemeni sources quoted by news agency Reuters later 
conceded that the ship had been targeted by 
mistake.

The vessel’s Athens-based operator Mega Shipping 
and Greek shipping ministry officials declined to 
comment

A third attack was then reported by the UK’s Dubai-
based Maritime Trade Operations 90 nautical miles 
north of Djibouti. The Houthis later identified that 
ship as the Marshall Islands-flagged Navis Fortuna 
(IMO: 9404455).

The master reported that the vessel had been hit by 
a drone resulting in superficial damage to the 
accommodation superstructure, but no crew were 
hurt and the vessel continued to its next port of 
call.

The latest series of strikes marks a sharp escalation 
in the volume of attacks, but also an evolving 
strategy and use of new weapons. The US’s central 
military command (Centcom) said on Monday that it 
had identified a submarine drone amid the Houthis’ 
military arsenal for the first time.

The attacks also followed the formal launch of the 
EU’s naval mission to protect cargo ships in the Red 
Sea from attacks from Yemen’s Houthi rebels.

European Commission President Ursula von der 
Leyen announced the decision to deploy Naval 
Force Operation Aspides on Monday, saying, 
“Europe will ensure freedom of navigation in the 
Red Sea, working alongside our international 
partners.”

Extra due diligence begins for marine 
insurers and shipowners in Russia oil 
price cap crackdown
MARINE insurers and shipowners will bear the 
brunt of tougher Russia oil price cap rules that begin 
on Tuesday and require pre-voyage attestation 
documentation for every single cargo loaded from 
the federation.

Some 41% of tankers tracked loading oil at Russian 
ports during January were entered with the 12 clubs 
that form the International Group of P&I clubs, a 
proxy for compliance with the price cap.

That breaks down to 152 of the 342 tankers tracked, 
based on data from Lloyd’s List Intelligence and 
Vortexa. Under the new rules voyage attestations are 
now required for each voyage or ship-to-ship 
transfer, instead of the previous annual attestation.

The P&I insurer was unknown for the remaining 
tankers.

Until February 19 or 20, European, UK and US 
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regulators were happy to accept the annual 
attestation provided to marine insurers by 
shipowners, which said they would only carry oil 
and oil products sold below the price cap set by 
the Group of Seven industrialised nations, and 
Australia.

But Western regulators announced tightened criteria 
in December, amid widespread breaches and 
sanctions circumvention after assessed oil prices 
rose above the cap. US and UK regulators sanctioned 
tankers and shipmangement companies for price cap 
breaches from October to February, in some cases 
taking whole fleets offline.

So-called “third tier” marine service providers, such 
as insurers, must now secure the attestation for each 
voyage as well as subsequent ship-to-ship transfers 
within 30 days.

Oil traders and charterers, classified as “first tier” 
providers must also provide a breakdown of 
ancillary costs including freight, amid evidence that 
inflated shipping costs were being used to 
circumvent the price cap.

Flagging registries also need attestations for each 
voyage from the shipowner and manager.

With Urals futures currently pricing at $70 per 
barrel and Sokol and ESPO grades at $76.52 per 
barrel and $78.44 per barrel respectively, tougher 
attestation requirements will be front and centre of 
enforcement regimes.

Western marine service providers cannot ship 
Russian oil to third countries unless the crude price 
cap is below $60 per barrel.

The West of England P&I Club insured the most 
ships that transported crude and petroleum 
products from Russia over January, data shows, 
with 29 tankers.

The smallest of the 12 clubs, American Club, was the 
second-largest provider of cover, with 27, followed 
by NorthStandard, one of the top three players in 
the International Group, with 24.

Of the 27 tankers covered by West of England, 12 
were classified as being part of the dark fleet* of 
some 570 elderly, anonymously tankers solely 
deployed in shipping US sanctioned Russia, Iranian 
or Venezuelan oil.

“We neither recognise nor accept your unilateral 
definition of a so-called ‘dark fleet’ ” said West of 

England P&I Club in an emailed response to Lloyd’s 
List sent via a public relations agency.

“We also repeat that West has, does, and will always 
abide by the relevant sanctions regimes, including 
the revised price cap attestation requirements as set 
out in our recent circular.”

EU guidance
That circular outlines that EU guidance 
reiterated that it was up to shipowners to 
undertake the due diligence necessary in order to 
rely on the attestation they were provided by 
their customer.

Insurers and shipowners can request the ancillary 
price information including freight costs within 30 
days from oil traders, or charterers under the 
revised guidelines.

West of England P&I Club did not respond to 
questions about whether they would be routinely 
requesting this information, or the circumstances 
under which they would seek it.

The American Club told Lloyd’s List that it was 
already requesting and receiving per voyage 
attestations from its members.

The New York-based group insured 17 dark fleet 
tankers out of the 27 for which it provided cover in 
January.

“From what we understand, individual oil sales can 
be within the price cap even if media and other 
reports say otherwise,” said chief operating officer 
Dan Tadros.

“As long as our members provide us with the 
necessary attestation, as drafted by the regulators, 
we and our members have complied with the letter 
and spirit of the law.

“If and when a claim arises, or a regulator requests 
evidence of the ancillary charges, or another credible 
source comes forward with evidence of actual sale 
above the price cap, we will at that point request full 
evidence of ancillary charges in accordance with the 
regulations.”

Tadros is referring to reports from price reporting 
agencies that for protracted periods since July 2023 
most crude grades and petroleum products were 
assessed above the cap.

The $60 per barrel cap was imposed in December 
2022 for crude and February 2023 for refined 
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products. The cap is $100 per barrel for refined 
products and $45 per barrel for fuel oil.

P&I clubs, including those from the International 
Group, provided services for tankers even as average 
prices for Urals, the largest grade shipped from 
Russia averaged above $60 per barrel in January, as 
well as July through November, according to price 
reporting agency Argus Media.

There is no suggestion that sanctions were breached.

“The American Club’s compliance department 
continues to focus on the existing entered and newly 
presented tankers and their ownership, which are 
reviewed through the various platforms that we 
employ,” said Tadros, adding he was liaising with 
regulators and government agencies.

“As indicated, and now reported, by numerous 
media sources, the club’s compliance department 
continues to monitor and open, where necessary, 
investigations into various tankers.

“We already decided to terminate and to not renew 
numerous tankers and no doubt, depending on the 

evidence we uncover, that list of terminated or not 
renewed tankers may still grow.”

Higher global oil prices meant that 18% of crude and 
28% of middle distillate cargoes loaded from 
Russian ports were on Greece-owned tankers, 
combined data from Vortexa and Lloyd’s List 
Intelligence shows.

All Greece-owned tankers were insured with 
International Group P&I clubs. Their participation 
in Russian trades has fallen from as high as 50% in 
the early part of 2023 before global prices exceeded 
the cap to 21% last month.

* Lloyd’s List defines a tanker as part of the dark
fleet if it is aged 15 years or over, anonymously
owned and/or has a corporate structure designed
to obfuscate beneficial ownership discovery, solely
deployed in sanctioned oil trades, and engaged in
one or more of the deceptive shipping practices
outlined in US State Department guidance issued in
May 2020. The figures exclude tankers tracked to
government-controlled shipping entities such as
Russia’s Sovcomflot, or Iran’s National Iranian
Tanker Co, and those already sanctioned.

Red Sea effect sees boom in secondhand 
boxship enquiries — but few owners are 
willing to sell
SHIPBROKERS report strong levels of enquiries for 
secondhand containerships, as the Red Sea crisis 
shows no sign of a solution, but few owners are 
willing to sell. Meanwhile, some shipowners have 
withdrawn vessels recently marketed for sale.

“Things are definitely hotting up in the market but 
actual sales are sporadic,” a containership sale and 
purchase broker told Lloyd’s List.

“We see prompt vessels receiving very high prices 
but hardly any owners are willing to let go of their 
ships as the charter market has shown resilience.”

Only a handful of sales have been concluded in the 
past month. They included the 2008-built, 5,000 
teu, panamax Long Beach Express (IMO: 9348675) 
which was confirmed to have been sold to an 
undisclosed India-based buyer by Greek non-
operating owner Capital Product Partners.

Its sale included the remainder of a long-term 
charter, until November 2025, to German liner 
operator Hapag-Lloyd. The buyer is understood to be 

a dry cargo vessel operator with no previous 
experience of operating containerships.

The same buyers are said to be negotiating the 
purchase of sister vessels Fos Express (IMO: 
9348699) and Seattle Express (IMO: 9348687), 
which are also on time charter to Hapag-Lloyd until 
late-2025.

While no price was revealed for the Long Beach 
Express deal, average values of containerships of 
panamax size (4,000 teu - 5,000 teu) and above 
have risen by up to 25% since the beginning of 2024.

“Shipowners have significantly revised their price 
ideas upwards since the charter market surged in 
January, but some sellers have recently withdrawn 
ships previously for sale as they see potential for 
asset prices to rise further,” said the broker.

Mediterranean Shipping Company, the world’s 
largest operator of containerships, remains the most 
active buyer of secondhand vessels. In the past 
month it concluded the purchase of the 6,300 teu 
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sisterships Buxwave (IMO: 9320427), MSC Carouge 
(IMO: 9320441) and MSC Lausanne (IMO: 
9320398) from German shipowner NSB Niederelbe 
Schiffahrtsgesellschaft.

Built between 2005 and 2007, the post-panamax 
trio were sold on private terms, but are said by 
brokers to have achieved between $19m and $23m 
each for their seller.

The same operator is said to have purchased the 
18-year-old, 3,400 teu, Bomar Renaissance (IMO: 

9358436) from London-headquartered Borealis 
Maritime for an undisclosed price.

Borealis Maritime is also reported to have sold the 
2006-built, 2,800 teu, Satie (IMO: 9330513) on 
private terms to Indian buyers.

Meanwhile, Italian liner operator Messina is 
reported by Braemar to have purchased the 4,398 
teu, 2010-built, ALS Clivia (IMO: 9444417) from 
Germany’s Bunnemann Group for what was 
described as a “remarkable” $23m.

MARKETS:

Prokopiou adds a dozen more to 
newbuildings tally
SHIPOWNER George Prokopiou has inked contracts 
for another 12 newbuildings to add to one of the 
shipping’s world’s biggest private construction 
orderbooks.

The latest deals clinched by his group’s tanker arm 
Dynacom Tankers and dry bulk company Sea 
Traders are effectively follow-on orders from 
contracts placed last year at two different Chinese 
builders.

In recent days, the owner has ordered eight more 
suezmax tankers at New Times Shipbuilding, one of 
Prokopiou’s preferred yards.

New Times delivered five suezmaxes to the shipping 
group in 2022 and Dynacom ordered two suezmaxes 
there last December for 2026 delivery.

The additional eight tankers are all scheduled to be 
delivered within 2027.

As with all the tankers and bulkers that Prokopiou 
has ordered in the past two years the tankers will be 
conventionally fuelled.

The suezmaxes join another dozen tankers Dynacom 
has on order at the yard, including six long range 
one product tankers, two long range two tankers and 
four very large crude carriers.

It is not clear whether the company has opted for 
installing scrubbers on the suezmaxes.

Meanwhile, Sea Traders has signed for another four 
kamsarmax bulk carriers with Hengli Heavy 
Industries, bringing to 12 the number of 82,000 

dwt the company has on order at the Dalian-based 
yard.

The latest orders bring the group’s current 
orderbook to 75 vessels including 26 kamsarmaxes 
in all.

After the recent delivery of the 200,000 cu m LNG 
carrier Clean Vitality (IMO: 9943499) to 
Prokopiou’s LNG shipping arm Dynagas, the vessels 
include nine more LNG carriers of the same capacity 
under construction at Hyundai’s Ulsan yard.

A number of Greek shipowners that have benefited 
from an extended hot tanker market have taken 
the opportunity to order newbuildings to renew 
fleets, though hardly to the extent that Prokopiou 
has.

Last month, Dynagas completed the sale of its two 
floating storage and regasification units Transgas 
Power and Trangas Force, built in China in 2021.

The two 174,000 cu m units, that are on long-term 
charter to the German state, have been acquired by 
Energos Infrastructure, a US-based joint venture 
controlled by Apollo-managed funds and New 
Fortress Energy.

No price has been disclosed for the deal, but with 
the German charter backing is likely to have made a 
handsome profit for the Greek shipping group.

According to shipping industry sources, though, 
Prokopiou was negotiating for additional tanker and 
bulker newbuildings before the deal with Energos 
was done.
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HD Hyundai scores $240m order 
for VLAC pair
HD Hyundai Heavy Industries has secured a 
newbuilding contract for a pair of very large 
ammonia carriers valued at a combined 
Won322.8bn ($240m), reinforcing South Korean 
shipbuilders’ dominance in securing orders for this 
new vessel class.

The newbuilding order was placed by an undislosed 
shipowner with the delivery during 2027, according 
a filing by HD Korea Shipbuilding & Offshore 
Engineering, the shipbuilder’s parent company.

With this latest order, HHI has added nine VLACs to 
its orderbook this year, according to Clarkson 
Research Services data.

Data from the CRS shows all 17 VLACs ordered 
globally in 2024 have been secured by South Korean 
shipbuilders, also including Hanwha Ocean, 
Samsung Heavy Industries and Hyundai Samho 
Heavy Industries, solidifying the nation’s dominant 
position in building VLACs.

Ammonia, used in fertiliser making, is seen as a 
promising carbon-free shipping fuel, although 
ammonia dual-fuel engines are not expected to be 
available for delivery until at least 2025.

Ammonia must be carried by either fully 
refrigerated or semi-pressurised, fully-refrigerated 
LPG carriers, of which there are around 500 either 
in service or on order.

The increasing demand for clean energy is expected 
to drive the growth of VLACs.

HHI’s latest order has brought the total number of 
VLACs on order to 38, with Eastern Pacific as the 
leading shipowner, having eight such newbuildings 
in its orderbook.

Shipping analyst Maritime Strategies International 
predicts demand for blue and green ammonia in the 
next 25 years could lead to potential orders for some 
400 VLACs.

VLCCs to benefit from Opec increasing 
exports to regain Asia share
VERY large crude carrier earnings look set for 
further gains as the Saudi-led oil cartel and Russia 
ramp up production, in a move that would allow 
Middle East exporters to divert more barrels to Asia 
and regain lost market share, according to French 
shipbroker BRS.

In its latest weekly tanker report, BRS painted an 
optimistic picture for the market, arguing that 
Opec+ countries have an incentive to reverse output 
cuts this year and ship more crude eastward.

Further, the rebalancing of long-haul very large 
crude carrier trades would provide a significant 
boost to freight rates.

The Red Sea crisis caused by the Houthis has obstructed 
the route for Middle Eastern crude to Europe, forcing 
greater supply to Asia instead, BRS said.

That is why VLCC utilisation and freight gains in recent 
weeks have been driven chiefly by Asia, it added.

The shifts in trade patterns have also made Dubai-
linked grades of crude more competitive compared 
to pricier Brent barrels. The spread between the two 

has nearly doubled since February 5, while its 
differential with the cheaper WTI crude has 
narrowed even further.

This price change has already stimulated growth in 
Middle East-to-Asia flows, following a decline in the 
past few months amid persistent output reduction.

To further offset reduced Western imports and 
address additional competition from Venezuelan 
barrels, “the Middle Eastern benchmark discount to 
Brent needs to grow deeper”, said BRS.

Beyond maintaining competitive pricing, achieving 
this effect fundamentally requires a stronger supply 
side response — reversing oil production cuts — if 
crude demand holds up, the broker added.

“With Opec+ potentially releasing more exports in 
the second half of the year, market share is expected 
to be regained to the benefit of VLCCs.”

BRS predicted the segment’s performance would 
likely far exceed smaller crude tanker classes — 
suezmax and aframax — given VLCCs also have a 
much thinner orderbook.
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Volatile VLGCs climb from cold crash
VOLATILITY in the very large gas carrier sector has 
swung in shipowners’ favour, with rates recovering 
in the past two weeks after falling to their lowest 
levels since 2022.

The Baltic Exchange BLPG Index, an average of 
earnings on three main trade routes divided by 10, 
closed at 4,974 on Tuesday, having fallen to 1,744 on 
February 5 from a high of 13,667 on January 3.

Jefferies assessed VLGC rates fell worldwide to 
$10,000 per day in early February from $120,000 
per day, and are now at around $40,000 for 
“standard” ships. The most efficient and scrubber-
fitted vessels were earning close to $49,000 per day, 
according to Jefferies’ assessment.

Rates cratered early this year as freezing 
temperatures in the US increased the price of 
propane, narrowing the US-Asia price arbitrage, a 
key driver of VLGC freight demand.

According to Jefferies, the US propane prices were 
about $300 per tonne lower than in the Far East, but 
the arbitrage narrowed to just $100 per tonne three 
weeks ago.

The price differential has since increased “marginally” 
to about $130 per tonne, Jefferies said, which has 
boosted freight rates on the US Gulf-Asia route from a 
low of $70 per tonne to about $100 per tonne.

“We expect freight rates will continue to be sensitive 
to this price spread, and it is noteworthy the quick 
turnaround in freight rates from just two weeks 
ago,” the analysts said in a note.

Meanwhile Lloyd’s List Intelligence data show LPG 
carrier transits through the Bab el Mandeb were up 
slightly, to four vessels in the week starting February 
12, of which three were VLGCs. The data may be 
revised upwards after AIS gap data become 
available.

That was up from two LPG carriers, including one 
VLGC, in the previous week, but still dramatically 
below the levels recorded before the Houthi 
attacks began in November, with 16 passings 
recorded in the week starting November 6, (10 
VLGCs), and 40 (28 VLGCs) in the week starting 
November 27.

Avance Gas said in its fourth-quarter earnings call 
last week that the Red Sea was effectively closed 
for VLGCs either transiting to load cargo at 
Yanbu, Saudi Arabia, or to sail through laden or in 
ballast.

While transiting around Africa in ballast takes only 
3.5 extra days, the company said, VLGCs are 
impacted by the disappearance of Yanbu cargoes, 
which combined with Opec production cuts have 
reduced cargo availability in the Middle East.

Ship recycling sector bogged down 
by elevated shipping markets
STRONG shipping markets have seen shipowners 
continue to trade ageing tonnage previously 
earmarked for scrapping, creating a dearth in supply 
for the recycling sector.

“Charter rates continue to remain artificially 
elevated especially in the dry bulk sector, 
consequently placing a tighter squeeze on the overall 
supply of vessels for recycling,” said ship cash buyer 
GMS.

“Despite Chinese New Year holidays concluding 
on Friday, a pervading theme of an unrelenting 
dearth in the overall availability of tonnage 
across global ship recycling markets has been 
enduring for several quarters now, resulting in 
another dry and dreary week of market 
inactivity and silence across all recycling 
destinations.”

Only two merchant vessels were reported to have 
been sold for recycling in the past week.

They comprised the 35-year-old open hatch bulker 
Bontrup Emirates (IMO: 8313702). This 43,500 dwt 
ship was sold by Cyprus-based general cargoship 
and bulk carrier operator SMT Shipping to Indian 
recyclers for $520 per light displacement tonne, 
according to Wirana Shipping.

It noted “very few” new candidates being circulated 
in the past week from any of the main vessel 
segments.

“Supply of fresh tonnages for recycling continues 
to be slow. From a ship recycling perspective, it 
would be a patient wait before we could see 
substantially improved supplies. In the meantime 
ship recyclers would need to grab the small 
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number of units that keep coming up for recycling 
from time to time.”

The only other recycling sale reported was the 
1995-built, 3,200 cu m, LPG tanker Sinar Tarakan 
(IMO: 9113991), which was sold by Indonesia’s 
Samudera to Bangladeshi breakers for $540 per ldt.

According to Lloyd’s List Intelligence data, vessel 
beachings at recycling centres in January dropped 
33% year on year. Last year amounted to the lowest 
volumes of ship demolition in 16 years.

Vessel recycling sales were expected to pick up in 
2024, particularly from the containership sector. 
However, Red Sea diversions have created 
heightened demand for capacity across all major 
shipping sectors, pushing up earnings.

The situation has persuaded shipowners to request 
class extensions to enable vessels to operate past 
special survey dates, or even undertake costly 
special surveys to permit elderly ships to operate for 
several more years, rather than selling them for 
scrap.

IN OTHER NEWS:
Rail reappraised after Red Sea 
rerouting
ONE of the many consequences 
of the Red Sea crisis has been to 
reignite interest in 
transcontinental rail services 
between Asia and Europe.

Rail emerged as a contender 
during the pandemic as an 
alternative to sea freight for 
expedited cargoes, as congestion 
snarled up supply chains.

BHP sees India continuing to drive 
iron ore, coking coal demand
INDIA is expected to continue 
driving growth in heavy industry 
commodities such as iron ore 

and coking coal, while the 
outlook for China is lower in the 
medium term, according to major 
miner BHP.

“India’s strong growth 
momentum is expected to 
continue, underpinned by healthy 
investment in steel-intensive 
sectors such as infrastructure 
and housing,” said chief 
executive Mike Henry.

Regional line SeaLead bought over by 
investment funds
SINGAPORE-based regional line 
SeaLead has changed hands, 
with managing director Henry 
Schmidl to leave the company.

The small container line said in a 
press release its new owners will 
be Eurasia Capital, HCP 
Investments, Access Capital 
Funds and Saral Incorp VCC 
sub-fund. No financial details 
were disclosed.

For classified notices please view the next page.
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