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Navium had 100% of war risk 
on True Confidence

NAVIUM, THE CLIVE Washbourn-led marine managing general 
agent, wrote 100% of the war risk cover for True Confidence (IMO: 
9460784), the bulk carrier badly damaged by a Houthi rocket strike in 
the Red Sea on Wednesday.

The business was placed by broker Lochain Patrick, multiple market 
sources attested.

The 2011-built, 50,448 dwt bulk carrier was entered with the West of 
England P&I club for protection and indemnity purposes.

Three seafarers were killed and three more were critically injured in 
the incident. While loss of life and personal injury compensation are 
mainstream P&I covers, they fall to the war risk insurer’s account 
when deemed to result from war or terrorism, subject to policy 
wording.

Salvage operations are under way and True Confidence had not, at the 
time of writing, been declared a total loss. But there was a widespread 
perception that things were heading that way.

A person aware of the situation described the state of vessel as “a hell 
of a mess”, adding: “There’s nothing left of it.”

True Confidence’s hull value was estimated at $17.6m by VesselsValue, 
a data provider, and Navium will be on the hook.

But the death and injury payouts could be relatively modest, as 
third-world nationals attract lower compensation than first-world 
nationals. Some 19 of the 20 crew of the ship were Vietnamese or 
Filipino.
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War risk is normally written with a lead insurer 
taking a specified tranche of the risk, typically 20% 
to 25%, and other insurers subscribing to smaller 
slices pro rata.

Taking on the entire risk is unusual but not 
unknown, and most war risk MGAs will do it if they 
think it necessary. Navium — which has an industry 
reputation for high-risk appetite — chose to do so in 
this instance.

However, market sources believe the MGA will be 
protected by a ‘sidecar’ arrangement with reinsurer 
Fidelis.

Sidecars are financial entities that sell quota shares 
in premiums — and the risks that accompany them 
— to third parties such as hedge funds and private 
equity firms.

For practical purposes, Navium’s risk will thus have 
been spread to an extent similar to that seen in a 
regular lead/follower slip situation. The company 
declined to comment.

The True Confidence casualty follows hard on the 
heels of last week’s sinking of bulk carrier Rubymar 
(IMO: 9138898).

But the loss of the latter was not enough to move the 
marine insurance market. While the effect of the hit 
on True Confidence remains to be seen, 
underwriters said privately they expected the 
market to take it in its stride.

“While the definition of a war risk differs from 
policy to policy, the attack on True Confidence is 
highly likely to constitute a war risk in that it 
amounts to a terrorist or war-like act involving 
weapons of war,” said Sarah Holsgrove, legal 
director of shipping law firm Birketts.

Physical damage to a vessel is usually covered by 
marine hull insurance. But hull policies generally 
exclude acts of war, which are the province of war 
risk insurers, she went on.

War risks are also generally excluded under cargo 
insurance policies under the  Institute Cargo 
Clauses. But it is common practice for war risks 
cover to be purchased from the same underwriter 
and combined in the same policy, she said.

Nick Austin, shipping lawyer at Reed Smith, argued 
that shipowners now indubitably have the right to 
refuse charterers’ orders to transit the Red Sea, on 
account of the dangers involved.

“Any doubts that the threat of an attack in the Red 
Sea was serious enough to justify a diversion under 
many war risks clauses in charterparties has surely 
been dispelled by this apparently indiscriminate 
incident,” he said.

But a lawyer at another prominent firm, who asked 
not to be named, countered that the matter is not yet 
cut and dried. While it is obviously harder for 
charterers to argue that the passage is safe, it might 
still be possible for them to do so.

“In principle, this does not change the game, but it 
does aggravate the perceived level of risk,” the 
lawyer went on.

“Bigger implications may flow from how the US and 
its partners react. If they respond with increased 
strikes against Houthi targets on land and sea, this 
might in turn increase the risks of transiting these 
waters.”

There are also considerations for shipowners 
from an employment perspective, according to 
David Ashmore, an employment lawyer at Reed 
Smith.

One of these will be salary costs, after the 
International Bargaining Forum agreed to designate 
the southern section of the Red Sea and the Bab el 
Mandeb strait as a high-risk area last December, 
and recently expanded the designation to take in the 
Gulf of Aden and surrounding waters.

“This designation triggers increased costs for 
shipowners, as seafarers covered by IBF agreements 
are entitled to double their basic pay, along with 
double compensation for death or disability,” 
Ashmore said.

“Beyond the financial implications, shipowners face 
a duty to repatriate seafarers, whether they are 
employees or not, in accordance with the Maritime 
Labour Convention minimum requirement 
regulations.

“If the vessel’s rerouting, done to circumvent the Red 
Sea conflict, extends the journey duration and leads 
to the expiration of the seafarer employment 
agreement, shipowners are obligated to facilitate the 
repatriation of the affected seafarers at no cost to 
them.”

A number of industry trade associations — 
including the International Chamber of Shipping, 
BIMCO, Cruise Lines International Association, 
European Community Shipowners’ Associations, 
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Intercargo, Intertanko, International Marine 
Contractors Association, Oil Companies 
International Marine Forum and World Shipping 
Council — expressed deep concern about the loss of 
life and injuries suffered by the crew of True 
Confidence, which they called completely 
unacceptable.

“The frequency of attacks highlights the urgent need 
for all stakeholders to take decisive action to 
safeguard the lives of innocent civilian seafarers and 
put an end to such threats,” a joint statement said.

“Our heartfelt sympathies go out to all those affected 
by this terrible event.”

WHAT TO WATCH:

Saudi’s Red Sea box port traffic 
decimated by Houthi attacks
SAUDI Arabia’s major Red Sea container ports have 
borne the brunt of lines rerouting south with vessel 
traffic falling sharply since Houthi attacks in the 
region began late last year.

King Abdullah port, the Kingdom’s flagship 
transhipment hub and one of the world’s fastest-
growing container facilities over the past decade, 
has witnessed the most significant impact.

Lloyd’s List Intelligence data shows that February 
vessel calls, both domestic and international, were 
recorded at just 14 compared with 76 in November 
last year, the month before box lines began their 
mass migration south around the Cape of Good 
Hope and when trade conditions in the region were 
relatively normal.

The drop in traffic by number, while already 
substantial, is even more drastic in terms of capacity 
calling KAP, which represented a fall of more than 
90%.

Jeddah, Saudi Arabia’s largest container port, has 
also been the scene of a stark fall in containership 
calls since the Red Sea crisis began, albeit not 
quite to the same degree. Liner calls to its docks 
fell to 124 last month, compared with 218 in 
November. In terms of capacity this was a drop of 
nearly 70%, from more than 1.5m teu to just under 
500,000 teu.

Both ports rely heavily on the ultra-large box 
tonnage serving the east-west trade using the Red 
Sea to and from the Suez Canal. Jeddah and KAP 
are often used as wayport calls for regional 
transhipment.

However, with carriers completely rerouting round 
Africa, services have been trimmed and Jeddah and 
KAP removed from many service rotations with Red 
Sea transhipment no longer feasible.

Although carriers have looked to ensure Red Sea 
coverage with shuttle services from the east 
Mediterranean through the Suez — and in the case 
of Hapag-Lloyd via an alternative land bridge across 
Saudi Arabia, the drop in regional traffic has been 
marked.

KAP, located nearly 100 km north of Jeddah, opened its 
docks in 2013 to exploit the ample transhipment 
opportunities provided by its strategic Red Sea location.

The port has steadily risen to prominence and just 
over a decade from its inception is handling around 
3m teu annually. This has come largely from 
Mediterranean Shipping Company’s presence at the 
port. The liner giant was quick to realise the port’s 
potential, managing terminal operations through its 
group affiliate Terminal Investment Ltd on behalf of 
state-owned Saudi group Ports Development Co, 
using the port as its principal transhipment hub in 
the Red Sea.

Alongside MSC, 2M alliance partner Maersk also 
frequents the port as its other core customer, again 
mostly for transhipment gains.

With both carriers pulling services from the region 
and with it diverting its ultra-large tonnage, KAP 
has been hit hard.

According to shipping analyst Dynamar’s estimates, 
transhipment represents around 90% of KAP’s 
overall traffic with only minimal gateway cargoes.

Indeed, since the turn of the year the port has not 
welcomed a single ship with a capacity greater than 
10,000 teu, according to Lloyd’s List Intelligence 
vessel-tracking data.

In December last year, a dozen ships above 10,000 
teu called KAP, and across November under 
“normal” trading conditions as many as 35 berthed 
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in the port. This included 15 box ships with a 
capacity above 18,000 teu.

The last 18,000+ teu ship to call KAP was the 19,224 
teu MSC Oliver (IMO: 9703306) on December 21, 
according to Lloyd’s List Intelligence.

Such has been the tail-off in traffic in KAP so far 
this year, satellite imagery shows only a handful of 
days where vessels were visibly docked last month.

Jeddah is not as reliant as KAP on transhipment 
cargoes, but hub-and-spoke services still made up a 
sizeable share of traffic at the port pre-crisis, despite 
it serving as the southern gateway to Saudi Arabia.

Nevertheless, the few larger ships that have 
journeyed through the Suez to the west of the Rea 
Sea to maintain regional coverage have made 
Jeddah their port of call.

In the first two months of 2024, 18 ships with a 
capacity greater than 10,000 teu docked in Jeddah, 
according to Lloyd’s List Intelligence.

The Saudi Ports Authority told Lloyd’s List that it 
has looked to provide additional support for 
shipping lines, importers, and exporters amid the 
crisis.

“These initiatives include early planning and 
communication with shipping lines to establish 
alternative routes for cargo movement, deploying 
additional feeder services, and utilising land 
connectivity between Saudi Arabia’s western and 
eastern ports,” it said.

The capacity of eastern ports in the Middle East 
Gulf, notably Dammam and Jubail, have also been 
increased to prevent the negative impact on local 
cargo movement, it added.

Lloyd’s List Intelligence data shows that in 
Dammam at least the monthly sum of ship capacity 
calling the port increased by nearly 10% last month 
against November last year.  In Jubail, both ship 
calls and the sum of ship capacity calling the port 
last month were largely unchanged compared with 
pre-crisis levels.

China stimulus hopes meet 
shipping reality check
CHINA’s annual top legislative gathering is a rare 
window into Beijing’s economic thinking and 
policies. This year’s was much-anticipated owing to a 
backdrop of heightened uncertainty and the clearly 
struggling economy.

It was notable that this year’s event broke with 30 
years of precedent by cancelling the premier’s 
post-closing press conference.

The seemingly contradictory move has left many 
observers unsettled. This sentiment has been echoed 
by investors, including those from shipping, who are 
eager to spot any encouraging prospects from 
Premier Li Qiang’s report and officials’ comments.

The 5% economic growth target matches that of the 
past year, but represents a larger quantum increase, 
given the base effects, and is seen by many 
economists as even harder to achieve without 
greater stimulus measures.

Yet Li’s report lacked any uplifting hints in relation 
to solutions to the two key risks preoccupying 
markets: The still-unfolding property crisis and 
still-fragile consumer confidence.

One of the few clear positives was the central 

government’s pledge to issue special ultra-long 
bonds in the coming years, starting this year 
with Yuan1trn ($139bn), or about 0.8% of 
nominal GDP.

The amount, not included in the fiscal deficit — the 
ratio of which is set at 3% of GDP this year, the same 
as 2023 — will provide extra fiscal stimulus for the 
economy. But Li did not specify where the funds 
would be used, only saying they would be used to 
“finance major national strategies and build security 
capacity in key areas”.

Many economists believe more is needed to achieve 
the growth target.

In a report, economic forecaster Oxford Economics 
thinks the Yuan1trn special bonds will add 0.3 
percentage points of upside to its 2023 Chinese GDP 
growth forecast of 4.4%, taking it to 4.7%.

“We entertained the possibility of a notch-down in 
the official growth target to a more realistic one, as it 
remains to be seen if the announced ambitious 
target could sustainably anchor confidence,” the 
forecaster said.

“Given the multiple structural macro drags on the 
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cyclical recovery, the bar for effective stimulus and 
execution risk are clearly higher now.”

Among the future scenarios observers will be 
considering is whether China will continue cutting 
interest rates, and more importantly by how much. 
The benefits would include easing debt pressures on 
the public and private sectors while channelling 
more liquidity into the real economy. Exports would 
also receive a further boost from the associated 
currency depreciation.

One key danger attached to such a policy would be to 
risk overshooting the devaluation of the Yuan if the 
economy fails to gain traction. And the still 
ambiguous US Fed rate cut timetable clearly limits 
Beijing’s room to manoeuvre.

The latest trade data will likely give policymakers 
confidence.

China’s January-February exports rose 7.1% from a 
year earlier in US dollar terms, well above the 1.9% 
analysts had forecast. The outperformance is largely 
in line with results from other major exporters such 
as South Korea, Germany and Taiwan, indicating a 
recovery in global trade driven by electronics.

Optimists say the multi-year inventory rundown in 
the West may finally be nearing its end. But sceptics 
point out the export surge needs to be considered 
against the low base during the same period of 2023, 
when China’s exports contracted 6.8%.

“We doubt the sustainability of this strength, 
however, since exporters now have more limited 
scope to reduce prices to secure market share,” said 
Huang Zichun, a China economist at Capital 
Economics, in a note.

Washington has already warned China against trying 

to ease industrial overcapacity pressures by dumping 
goods on international markets.

The European Union has moved a step closer to 
imposing anti-dumping duties on Chinese electric 
vehicles, with the European Commission stating this 
week it had found “sufficient evidence” they benefit 
from Beijing’s unfair subsidies.

If put into effect, the tariffs will test the outlook for 
China’s booming car making industry and the many 
newbuilding car carriers ordered by Chinese 
shipowners.

Meanwhile, import data, especially for key 
commodities, offers bullish sentiment for dry bulk 
and tanker owners.

In the first two months of 2023, iron ore shipments 
were up 8.1% year on year, coal increased 22.9%, 
and crude oil gained 5.5%.

Each commodity has its own dynamics. Early quota 
issuance and lower oil prices may have induced 
refiners to purchase more than they need to process 
in order to hedge against future price rises.

Coal imports are strong amid China’s hydro power 
shortfalls and government curbs on domestic output 
for safety and environmental reasons.

Iron ore buyers are alleged to be stockpiling in 
anticipation of a massive stimulus down the line, 
which has partly contributed to the recent uptrend 
in capesize markets.

They had better be right. Otherwise these import 
surges, so detached from China’s anaemic economic 
fundamentals and months of contracting 
manufacturing PMIs, will become harder to justify 
as time passes.

MARKETS:

Torm chief praises in-house shipmanagement 
amid record results
TORM chief executive Jacob Meldgaard says the 
company’s focus on managing vessel operations 
in-house and valuing its seafarers helps provide it 
with higher financial margins than its competitors, 
as he reported a record set of full-year financial 
results.

The Danish product tanker operator posted 

full-year 2023 time charter equivalent earnings of 
$1.084bn, breaking its previous record of 2022’s 
$982m.

Full-year earnings before interest, tax, depreciation 
and amortisation racked up at $848m compared 
with $743m in 2022 as Torm recorded a net profit of 
$648m compared with $563m in 2022.
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Geopolitical tension, refinery dislocation and 
increasing tonne-mile demand gave Torm strong, if 
volatile, product tanker spot rates throughout the 
year. Product tanker fleet growth remained 
relatively low, benefiting supply and demand.

However, Meldgaard highlighted to Lloyd’s List the 
importance of its staff, in particular those on its 
ships, in contributing to Torm’s stellar financial 
performance.

“Across the board, we had a very strong performance 
in good markets,” Meldgaard said.

“But what we are doing differently to our 
competitors is that we do everything in-house. All at 
Torm, including our seafarers, are working under 
the same flag. This, in turn, I believe creates higher 
financial margins.”

“We do not have third-party shipmanagers or use 
crewing agencies to source seafarers. Our vessel 
assets may be no different to our competitors. In 
fact, our fleet is slightly older than most of our peers. 
But with our fully integrated platform model, we 
have a way to go to market that creates additional 
value. This I am proud of.”

Meldgaard said the integrated platform helped to 
attract and keep seafarers.

“If you are a seafarer, there is a preference to work 
for a shipowner directly rather than via an 
intermediary.”

Torm employs about 3,800 crew on board its 86-
strong product tanker fleet. Meldgaard said rapport 
was good and retention high.

One third of its seafarers hail from India, with the 
remainder from the Philippines and a mix of European 
crew from Denmark, Poland, Sweden and Ukraine.

“As part of the Danish maritime cluster, it is very 
important for us that we train our own sea-farers 
through cadet programmes,” he said.

“Even if some will soon move ashore after training, 
it is an obligation of all shipowners to cater for the 
training of seafarers.”

Torm’s product tanker fleet operates chiefly in the 
spot market, with less than 10% of its ships servicing 
time charters.

“If you take too much time charter coverage, you 
give up something. We feel that the bene-fits of time 
charter coverage are outweighed by the discount in 
freight rates,” Meldgaard said.

The company has benefited from disruptions to 
tanker markets caused by the Red Sea crisis and 
the resulting vessel diversions around Africa. 
Torm was one of the first shipowners to avoid the 
Suez route following early Houthi attacks in 
November.

“The situation in the Red Sea is very unpredictable. 
We cannot factor in any timeline as to how long the 
disruptions will last. The situation has gone from 
bad to worse in the past 24 hours, but seafarers 
continue to work on ships in the area. We hope that 
the crisis can be re-solved soon for the safety of all 
seafarers.”

But fewer Panama Canal transits, owing to low 
water levels, has not had much effect on Torm’s 
business, with just 1% of product tankers using the 
canal.

The company bought with 22 modern secondhand 
tankers in 2023 and sold 11 of its oldest ships.

So far this year, Torm has bought one long range two 
tanker. Meldgaard admits that 2024 will be far less 
active than the past year for the sale and purchase of 
vessels.

“Tanker values have stabilised, at least on a relative 
scale. We do not predict that prices will have a lot of 
room to increase further,” he said.

“But if the situation in the Red Sea becomes longer-
term than what the market anticipates, there will be 
a need for more ships due to longer distances. That 
could lead to changes in asset prices.”

Meldgaard reiterated his statement from November 
that ordering new product tankers with long lead 
times will not be part of Torm’s strategy, at least in 
the medium term.

Shipping M&A picks up after two-year fall
SHIPPING M&A is ticking up after a two-year 
slump, with marine services and technology 
companies a big driver behind the trend.

Quarterly global deal value was up 37% year on year 
to $1.024bn in the fourth quarter of 2023, having 
fallen steadily in the past two years.
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Annual global deal value fell dramatically from a 
peak of $5.9bn in 2021, dropping 37% in 2022 and 
16% in the past year, to $3.1bn. Volumes fell across 
regions but the biggest fall was in Europe as the 
continent struggled with rising energy costs and 
interest rates.

But recently “it feels like activity has increased,” 
AMA Capital Partners managing director Chris 
Weyers said, amid more certainty and stable, albeit 
higher, interest rates.

Banks and funding providers seem to have reopened 
for business after being out of the mar-ket during 
2022-23, Weyers told Marine Money Hamburg.

Technology was among the fastest-growing sectors. 
Many small companies are coming up with fuel-
efficiency products and software, which will be in 
higher demand ahead of green regulations, including 
the Carbon Intensity Indicator scoring system.

Weyers said consolidation among tech firms was 
driven by companies wanting to increase their 
product offerings, but also by a lack of venture 
capital funding.

The VC market “has cut back dramatically” after 
providing record amounts of money in 2020-21. 
Now companies not generating positive cash flow 
need to consolidate or reach breakeven quicker than 
in the past, Weyers said.

For asset owners such as traditional shipowners, 
container lessors, cruise lines and port owners, 
performance has been “phenomenal” over the past 
three years, with little consolidation driven by 
distress.

The S&P 500 has returned about 36% since January 
2021 and maritime shares (with the exception of 
cruiseships) have far eclipsed this, with tankers 

returning 249%, LNG carriers 205% and container 
lines 44.4%.

Despite this, companies’ share prices have traded 
at a discount to their net asset value: Tankers 
historically averaged 87%, but this has risen to 
102%. Dry bulk shares tell a similar story, trading 
at a median 90%, up from a  historical average of 
84%.

Most public companies have conducted share 
mergers: “They are very few public companies that 
are offering cash. A lot of these transactions are 
driven by the cost of capital.”

Recent shares-for-shares deals include Star Bulk 
buying Eagle Bulk, the abandoned Frontline-
Euronav tanker merger, and US Jones Act 
companies’ Crowley and Seacor.

Weyer said Star Bulk shares had traded at a 
premium to Eagle Bulk’s. Eagle shareholders got a 
premium in Star Bulk shares relative to what their 
Eagle shares were worth on a standalone basis.

In his view, shipping companies with lower capital 
costs and stronger share prices were us-ing their 
heft to buy rivals.

In sponsor-driven deals, infrastructure funds are 
“the only player in town”, with activity mainly 
centred around companies with long-term charters, 
such as container and LNG ship-ping.

“We have not seen traditional private equity funds 
return to shipping after investing heavily in the 
sector between 2010 and 2018.”

Weyers said size and yield were the two things to 
strive for to lower a company’s cost of capital, with 
tanker equities now more correlated to yield than 
market cap.

SITC appoints new chairman amid 
container shipping downturn
SITC International Holdings, a container shipping 
company focused on intra-Asia trade, has 
announced changes to its senior management.

Yang Shaopeng, who has served as chairman of the 
Hong Kong-listed company since April 2006, has 
retired and been appointed lifetime honorary 
chairman, according to a stock exchange filing.

Former chief executive Yang Xianxiang has taken 

over as chairman, while his position has been filled 
by executive director Xue Mingyuan.

Yang, who is not related to his predecessor, has served 
as a director and chief executive of SITC since January 
2008. He has worked at several shipping firms and has 
more than 30 years’ industry experience.

His annual salary as chairman over the next three 
years will be HK$4.4m ($565,300).



Lloyd’s List | Daily Briefing Friday 8th March Page 8

SITC has reported a 72.5% year-on-year decline in 
net profit for 2023 to $5.4m, while revenue was 
down 40.9% to $2.4bn.

It attributed the drop to an economic and trade 
downturn, inventory cycle adjustments, increased 
capacity delivery and industry competition, 
leading to “a significant decline in unit freight 
revenue”.

“The company will continue its business in Asia,” SITC 

said. It added that it was confident about the market 
outlook in the region.

The intra-Asia specialist carrier, ranks 13th globally, 
operating a fleet of 101 vessels, with a combined 
capacity of 156,670 teu, according to Alphaliner.

As of the end of 2023, it operated across 72 trade 
lanes calling 79 ports in the region, including 16 
joint services and 26 through slot exchange 
arrangements.

IN OTHER NEWS:
Nautilus union calls owners to avoid 
Red Sea after True Confidence deaths
OFFICERS’ union Nautilus 
International has called on 
shipowners to avoid the Red Sea 
after the deaths of three crew in a 
Houthi attack on True Confidence 
(IMO: 9460784) and the sinking 
of bulk carrier Rubymar (IMO: 
9138898).

The True Confidence attack on 
Wednesday marked the first time 
that seafarers have been killed 
since the Yemeni rebels began 
attacking global shipping in 
November.

Nautilus professional and 
technical head David Appleton 
said the fatal attack highlighted 
the extreme risk to seafarers and 

condemned the “senseless act of 
violence”. He said owners should 
avoid the area until its security is 
significantly improved.

CSSC urges buttress for marine 
hydrogen production at China’s Two 
Sessions
GUO Jianzeng, the research 
director of China State 
Shipbuilding Corp, has urged the 
government to enhance 
investment in marine hydrogen 
and expedite implementation 
through pilot programmes as a 
strategic move in the promising 
industry.

As a deputy to the National 
People’s Congress of China, Guo 
submitted his proposal during 
the Two Sessions, the annual 

meeting of the country’s top 
legislative and government 
advisory bodies.

Marine hydrogen is generated 
through the electrolysis of water, 
using renewable energy 
harnessed from the marine 
environment, such as solar and 
wind power.

For classified notices please view the next page.
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