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Houthi attacks will continue
thanks to their robust
weapons supply chain

WHEN BRITISH ROYAL Marines boarded a suspicious dhow last
month and seized a cache of missiles and medium-range ballistic
missile parts being smuggled out of Iran, the commander of US Central
Command was so pleased he immediately called the British chief of
joint operations to congratulate him.

“Limiting the free flow of Iranian munitions is critical to regional
security and stability,” said General Michael Kurilla as he praised his
UK counterparts.

It was just the latest in a series of naval interdictions since January
that have prevented hundreds of missiles, unmanned aerial vehicles
and over 5,000 weapons from entering Houthi territory via well-
established smuggling routes into Yemen.

The problem is that for every one of these seizures so publicly
celebrated as a blow against the Houthi’s reign of terror, dozens of
dhows are still getting through.

Gen. Kurilla said increased interdiction efforts to prevent Iran from
resupplying the Houthis would be necessary to secure the Red Sea.

But the enhanced naval force trying to protect shipping from Houthi
attack is not set up to search every suspicious dhow and enforce a
weapons blockade.

That means for every air strike taking out Houthi munitions sites,
many more are being resupplied by Iran and added to a significant
existing cache of weapons that has been built up for several years.
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From November 2022 to June 2023, 254 uncrewed
aerial vehicles, 100 engines for uncrewed aerial
vehicles, nearly 5 tonnes of explosive precursor
chemicals, two diver propulsion vehicles and various
pieces of military equipment were intercepted by
what remains of the notoriously weak government of
Yemen.

During the same period, according to the UN
Security Council Panel of Experts report from
November last year, several thousand assault rifles,
a large quantity of ammunition, an electro-optical
surveillance system and medium-range ballistic
missile components were seized in international
waters.

But these were only the shipments that were caught.
Security analysts point to a well-established body of
intelligence analysis that suggests the smuggling
supply routes into Yemen are largely unaffected by
current operations.

The mechanisms for moving weapons into Yemen
are extensive and sophisticated, while the ability of
the Yemeni forces seeking to stem the flow are
notoriously porous.

The local traffic of dhows and fishing vessels, which
are often used to carry the weapons, are very
difficult to track and the Houthis, with Iranian
support, have become adept at circumventing the
limited resistance they face in moving shipments.

Russian and Chinese arms

But this is not just a case of worrying about the
recent shipments. The UN Security Council has been
recording evidence of Russian and Chinese arms
flowing directly into Yemen for several years
alongside the known Iranian supply of weaponry
that is supporting the current attacks on shipping.

“All these seizures, corroborated by statements made
by several Houthi officials, show that the Houthis
are drastically reinforcing their land and naval
military capabilities, including under water, as well
as their arsenal of missiles and uncrewed aerial
vehicles, in violation of the targeted arms embargo,”
warned the UN expert panel in November last year,
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having analysed intelligence dating back several
months.

Since December 2017, 30,830 small arms and light
weapons have been seized, mostly at sea. The
Houthis’ stockpile of weapons is thought to be vast
and while the recent barrage of air strikes is having
some success in degrading their capabilities, the
current operations are not preventing attacks.

Far from it. The US said on Monday that it had
carried out six strikes in self-defence against Houthi
targets, but on the same day the Houthis warned
they would escalate attacks during Ramadan in
solidarity with Palestinians in Gaza.

On Saturday, Centcom said US and coalition
warships had “downed a total of at least 28” aerial
drones in what appeared to be a large attempted
attack by the Houthis. The same afternoon, Britain
said its destroyer HMS Richmond had shot down
two drones using Sea Ceptor missiles.

Security advisers say rather than more tit-for-tat air
strikes, a better use of naval firepower would be to
focus on interdicting the flow of arms into Yemen
that is allowing the Houthis to continue.

So far, however, the public response to such
suggestions has been muted.

When Pentagon press secretary Air Force Maj. Gen.
Pat Ryder was asked about interdiction efforts at a
briefing on Tuesday, he deflected questions about
ramping up US efforts in that direction.

“We will continue to work closely with partners in
the region to help deter and prevent that from
happening,” was as far as he would go.

Meanwhile, volumes of traffic through the Bab el
Mandeb have continued to fall as the Houthis
prepare to step up their attacks for Ramadan.

Lloyd’s List Intelligence data has recorded a new low

this week with just 218 ships passing through the
strait, down 67% compared to normal volumes.
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WHAT TO WATCH

Somalia piracy resurgence makes kidnap &
ransom cover necessary

THE return of Somali piracy means that
shipowners trading in the region should obtain
kidnap & ransom cover if they do not have it
already, according to lawyers specialising in
ransom negotiations.

On past precedent, payments to secure the release of
crews being held hostage can run to double-digit
millions of dollars, and while P&I clubs or war risk
insurers may sometimes meet claims, there is no
guarantee that they will do so.

There have now been at least 22 Somali pirate
attacks since last November. Possible causes for the
resurgence include redeployment of naval forces in
the region, which for the past four months have been
focused on countering Houthi attacks on merchant
vessels in the Red Sea.

As many as five piracy groups are thought to be
active in the Indian Ocean and Arabian Sea, with an
estimated range of 1,000 nm from the Somali
coastline.

A report from the EU naval force operating in the
region earlier this month described the pirates as
“scouting for targets in areas with favourable sea
conditions for boarding”.

In the latest incident, bulk carrier Abdullah (IMO:
9132923) was seized on Tuesday while laden with
coal en route from Mozambique to the United Arab
Emirates.

According to the UK Maritime Trade Operations, the
ship was boarded by 22 people from two craft, one
large and one small, 600 nm east of Mogadishu.

Abdullah is managed by SR Shipping, part of a
steel-making company called the Kabir group.
Bangladeshi media outlets suggested that the ship
had 23 crew members on board.

Bulgaria-owned bulk carrier Ruen (IMO: 6706400)
was hijacked in December 2023, with the vessel still
alongside in Somalia. Another ship, Lila Norfolk
(IMO: 9281700), was briefly taken in January before
the Indian Navy drove the attackers off the ship.

Somali piracy peaked between 2008 and 2012,
sometimes recording hundreds of attacks a month.
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But the problem was suppressed for more than a
decade, thanks to a combination of naval
intervention, use of armed guards and improved
conditions onshore.

During the Somali piracy crisis of the late 2000s
and early 2010s, ransoms were typically paid by
insurers, with lawyers at London shipping law firms
developing expertise as intermediaries.

The insurance position for hijacked ships and cargo
is fairly straightforward; property is at risk. Under
the “sue and labour” clauses in many contracts,
insurers are bound to meet the costs of
policyholders’ efforts to avert or minimise loss,
which it is their duty to undertake.

Where cargo is damaged because of a hijack — for
instance, if its condition deteriorates over time

— general average is usually declared. Shipowners
and cargo interests are liable for GA contributions in
the normal way.

Historically, the owners’ share of GA was usually
regarded as a H&M risk. But in consequence of the
last Somali piracy explosion, it is now largely seen as
a war risk.

Ransom payments
Unfortunately, humans are not always treated as
favourably as the contents of a bulker’s hold.

Payment of ransom demands is not illegal under
English law, although may be so in other
jurisdictions. But insurers aren’t exactly queuing up
to pay the claim.

Hull and machinery underwriters see their proper
province as collisions and groundings, and war risk
underwriters feel their cover is for the likes of
missile attacks.

With ransoms, both would contend that no property
is at risk, and direct assureds to liability
underwriters such as P&I clubs, on the grounds that
this is a crew risk.

P&I clubs counter that club rulebooks typically
exclude all war risk. War risk cover includes not only
war property cover but a “war P&I” element as well,
defined as covering what clubs exclude.
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Ironically, clubs are probably only on the hook where
a seafarer dies in captivity- as occurred several
times during the Somali piracy upsurge — because
that is a loss of life claim.

In practice, many assureds will turn to their clubs
— whose boards are of course made up of
sympathetically disposed fellow shipowners — and
ask to make a discretionary claim.

Frequently the request is approved. War risk
insurers may also sometimes pay out. But the delays
involved are less than helpful to the seafarers
cooped up on board a ship alongside in a Somali
fishing village, often in intolerable conditions.

The most obvious answer, according to Tatham & Co
lawyer Stephen Askins — one of the doyens in the
field of ransom negotiations — is to get kidnap &
ransom insurance.

In recent years, with the perceived decline in piracy,
it has become cheap. As a result, most shipowners
trading to countries in Africa, emerging Asia and
Latin America, have it.

Cut costs

Of course, a minority of shipowners will opt to
self-insure, to cut costs. And yes, K&R cover will get
more expensive if Somali piracy re-emerges to any
extensive degree. But for now, Askins recommends it
as the way to go.

“The risk used to be with hull, but in the last piracy
pandemic, they shifted it to war risk. P&I tends to sit
on the sidelines on this. With K&R policies, it’s
easier to get the money moving,” he said.

“Pirates do read the internet and they’re pretty
sophisticated. They do know insurance is involved
with all this and theyre not stupid. Quite often
they’re asking for ridiculous amounts of money.”

K&R — which is usually purchased for worldwide
trading rather than on a per-transit basis — should
be seen as a sensible risk mitigation measure. As a
bonus, it will often provide cover against politically
motivated detentions, too.

“You might as well have it, because stuff happens,”
Askins concluded.

Nicholas Woo, a partner in the shipping and
international trade team at Birketts, pointed to the
recent Supreme Court decision in Herculito
Maritime v Gunvor International, known as Polar
after the vessel at the centre of the case.

The tanker was seized by Somali pirates while
transiting the Gulf of Aden in 2010. A ransom was
paid for the vessel’s release and the shipowner
declared general average, which was subsequently
adjusted.

“The court decided among other things, that
charterers and other parties in a contract cannot
escape liability to contribute to general average
when the insurer has paid ransoms for the crew,”
Woo said.

“Another important finding by the court in that case
is that where there has been a provision in the
charterparty to sail via Suez, the owner cannot
exercise general liberties to deviate round the Cape
of Good Hope to avoid war risks.”

US steelworkers lead push to probe China's
Shipbuilding amid security concerns

THE United Steelworkers union has led a coalition
of labour groups today in filing a petition urging the
US Trade Representative to investigate China’s
commercial shipbuilding industry.

The move comes after US Navy secretary Carlos Del
Toro last month proposed revitalising the country’s

declining shipbuilding capacity and visited yards in
South Korea and Japan to seek cooperation.

The unions allege China has enacted policies over
the past 20 years aimed at dominating global
shipping networks and squeezing out foreign
competitors.
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“The US once had nearly 30 major shipyards; now
we're down to just a handful,” said USW president
David McCall. He linked this to over 70,000 lost
American shipbuilding jobs.

Building a commercial ship requires thousands of
tonnes of steel, miles of cable and other inputs
that support union workers’ jobs, the coalition
outlined.

It has also proposed a port fee on Chinese-built
ships docking at US ports and the creation of a
Shipbuilding Revitalization Fund that would aid the
domestic industry and its workers.
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The rise of China’s shipbuilding sector over the past
two decades can be attributed to both government
policy support and the presence of its hardworking
and cost-effective workforce. This growth is part of a
broader shift in the global manufacturing supply
chain from West to East.

However, as the superpower tussle intensifies
between the world’s two largest economies and
military powers, national security considerations
have become increasingly paramount.

These concerns have become a key reason for the
United States and even its Western allies to attempt
to disentangle themselves from reliance on Chinese
manufacturers.

China is now poised to control not just cargo but the
vessels themselves, McCall warned. “If we do not act
quickly, we will soon be dependent on China not
only for the products their vessels bring into our
ports but also for the ships themselves.”

According to the China Association of the National
Shipbuilding Industry, Chinese shipyards secured
over 60% of new vessel orders in 2023 in
compensated gross tonnage terms, followed by peers
in South Korea (23.4%) and Japan (10.4%).

In terms of orderbook held, the three countries’ market
shares were 47.6%, 32.2% and 9.9%, respectively.

The unions also argued the shift threatens national
security by allowing China’s navy to eclipse
America’s.

Other unions joining USW include aerospace, electrical
and boiler makers’ groups. Senators Tammy Baldwin
and Bob Casey also endorsed the trade petition.

McCall said shipbuilding aligns with the
administration of US President Joe Biden’s
manufacturing and infrastructure priorities. The US
Trade Representative now has 45 days to decide
whether to investigate Chinese shipbuilding.

Stanzel: 2040 IMO targets unattainable
without zero-carbon fuels

KATHARINA Stanzel, managing director of tanker
association Intertanko, says shipping must
accelerate the development of zero-carbon fuels,
such as ammonia and hydrogen, if the industry is to
achieve the International Maritime Organization’s
emission targets for 2040.

In July last year, IMO member states agreed on
indicative checkpoints to cut shipping emissions by
20% by 2030 and 70% by 2040, while also agreeing
to strive for higher cuts of 30% by 2030 and 80% by
2040. The more ambitious target would see shipping
align with international goals to limit global
warming by 1.5°C.

Speaking on the opening afternoon of CMA Shipping
in Stamford, Connecticut this week, Stanzel said that
for the nearest checkpoint, 2030, there is at least
clear guidance and the target could be met through
efficiency measures and dual-fuel operations.

“That we can do, and we’re already doing it. So,
that’s not a problem,” she said.

But if the loose “indicative” checkpoints are agreed
as firm targets come MEPCS81 in June, Stanzel fears
the industry is ill-prepared.

“If that is the case, at least from where we sit, we
already know that the targets aren’t realistic only
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based on the technology, design [of vessels] and
operational measures today.

“So, what we need to achieve 2040 as a checkpoint
would be those elusive renewable fuels or zero-
carbon fuels.”

For Intertanko’s members, who include around 180
companies and approaching 250 associate members
across the oil, gas and chemicals sectors, looking
forward to 2040 is the “one big unknown” causing
concern.

“We’re not the ones producing the fuels, we don’t
know where in the world they will be produced.
We’re not the ones driving technology or [fuel]
infrastructure development,” she said.

While Stanzel said it is “wonderful” how the IMO is
fuel agnostic, such sentiment brings yet more
ambiguity to an industry struggling for direction.

“They [the IMO] are literally preparing for
everything. So, theyre working on so many different
parallels at the same time, that it’s taking a lot more
time to get some answers.”

Stanzel compared the situation to that of London
taxi drivers having to invest in electric cars because
of city emissions rules.
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“They are taxis, so they will go where the clients, or
the chargers will take them. They don’t know where
they’re going to end up,” she said.

This is causing unprecedented “range anxiety”.

“They will literally not know whether they’ll be able
to refuel or recharge their cars, or whether they’re
going to find a refuelling station. For tankers it is
very, very similar.”

Stanzel said the idea of carbon capture was gaining
increasing traction among her members as an
alternative to zero-carbon fuels. But regulations do
not permit it, “so, it’s not enough... even if youre
capturing carbon”.

“The regulation stipulates a 70% reduction or other
means [for 2040], and that can only be done if we
have zero-carbon fuels.”

MARKETS

Vehicle carrier hot streak to be maintained

throughout 2024

THE dearth of vehicle carrier capacity, which has
seen freight rates and charter rates hit record highs,
appears set to ease next year as over 70
newbuildings are booked to hit the water.

Nevertheless, the long-term outlook for the sector
appears healthy as there is considerable potential for
older tonnage to exit the market as the orderbook for
new vessels has now reached 37.5% of the existing
fleet capacity in operation.

Andrea De Luca, commercial analyst of vehicle
carriers at Veson Nautical told Lloyd’s List that
despite concerns about the large orderbook, growing
car exports from Asia mean demand for capacity
remains strong.

“There is a danger that the sector could get saturated
with new tonnage, but we are not expecting this
scenario to play out anytime soon based on superior
demand growth of +7.4% throughout 2024, driven
by car trades from China and Asia.”

According to Veson Nautical’s VesselValues
database, there are 74 vehicle carriers booked for
delivery in 2025 with a combined capacity of some
567,000 cars.

“The year 2025 will be transformational based on an
11.5% net supply growth which should rebalance the
market and normalise freight rates, charter rates
and asset values thereafter.”

De Luca confirmed 42 pure car and truck carriers
are set to be delivered in 2024 but the additional
capacity supplied by this new tonnage should be
supported by Red Sea diversions.
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He argues that further support for “more of the
same for longer” will be provided by continued
disruption in the Red Sea being factored in until at
least the second half of 2024.

The disruptions are said to have reduced vessel
capacity supply from China to Europe by as much as
30% in January.

Meanwhile, the orderbook could be set to grow
further in 2024 should leading vehicle operators
Hoegh Autoliners and Wallenius Wilhelmsen
exercise their combined options for eight large car
and truck carriers. Nevertheless, De Luca does not
expect any major growth in the orderbook this year
unless Chinese car manufacturers such as SAIC and
BYD sign up for more newbuildings, following their
debut in to the vehicle carrier operating sector in
2023.

In February alone, 10 large car and truck carrier
newbuildings valued at a combined $1.18bn were
ordered.

They comprised four 9,350 car capacity ships
ordered by the world’s largest operator Wallenius
Wilhelmsen, two 7,500 car capacity units penned by
tonnage provider Ray Car Carriers and four 10,800
car capacity vessels contracted by lessor Korean
Ocean Business Corporation, for long-term charter
to South Korean operator Hyundai Glovis.

One notable aspect of the orderbook is that the size
profile of vehicle carriers has transformed over the
past 12 months, as operators have moved away from
more traditional 7,000-7,500 car capacity designs to
vessels capable of loading more than 9,000 cars.
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Some 30% of the orderbook is now based on 61 such
ships, said De Luca who noted that Japanese
operators and a number of new Chinese players have
yet to follow this trend.

In December, Finland-based vessel design
consultancy Deltamarin, now part of vehicle carrier
shipbuilder China Merchants Group, unveiled a new
design for a 11,000 car capacity PCTC, the largest
such vessel to be designed so far.

Chinese shipyards continue to dominate the sector
and hold an 82% share of the orderbook.

De Luca echoed comments recently made by
Wallenius Wilhelmsen chief executive Lasse
Kristoffersen in February that late deliveries of
newbuildings from relatively inexperienced Chinese
shipyards could push the timeline of the orderbook
back, and limit supply.

Shipbroker and analyst BRS also expects the
prevailing hot market to continue throughout 2024
but warns in its annual market outlook that

potential downside triggers on the demand side
remain high.

They include tight monetary policy leading to
tougher credit conditions, the ongoing conflicts in
the Ukraine and Gaza, simmering general
geopolitical tensions, recurring climate-related
natural disasters and the possibility of another
“black swan” event.

It notes that 23 vehicle carriers with a total capacity
of 100,000 cars will be 28 years old and above in
2024. In 2025, 32 ships, of 140,000 car capacity,
representing 4.4% of the current fleet, will be 28
years old and above.

“We expect the prevailing hot market dynamics to
endure throughout the year, delaying the retirement
of this overaged section of the fleet. Nevertheless,
with numerous newbuildings due for delivery in
2024, it is logical to expect that they will most likely
replace some of these vintage units, which will either
be re-absorbed by the market or recycled.”

Zim on the hunt for new partners as 2M draws

to an end

ZIM is hoping its fleet of modern, efficient vessels
will see it through what it expects to be a tough year,
and make it a more attractive potential partner for
other lines, opening up a tantalising possibility of it
joining The Alliance.

The Israel-based carrier has been in an associate
partnership with the 2M alliance, but will leave this
when 2M terminates at the end of next January.
That will leave Zim as one of only three carriers
sitting outside an alliance agreement among the top
10 lines.

Given that the only other major carrier to think that
possible is Mediterranean Shipping Co, which has
committed to going it alone on the back of its huge

capacity base, there are only limited options for Zim.

The Alliance, which is to lose Hapag-Lloyd from its
roster when its joins forces with Maersk in the
Gemini Cooperation, is now short of a carrier,
opening the possibility that Zim could bring some of
its tonnage under the network.

Zim chief executive Eli Glickman indicated the

company was open to offers and had tonnage to
bring to the table.
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“We have executed a fleet renewal programme that
will enable Zim to operate more efficiently and
competitively through a series of long-term charter
agreements,” he said in a call with analysts
following the release of the company’s 2023 annual
results.

Zim has secured a total of 46 new containerships in
sizes up to 15,000 teu, including 28 LNG-fuelled
vessels. Of these, 24 have been delivered, with the
remainder due this year.

“Our decision to charter these LNG vessels was part
of our strategic long-term plan to enhance our
market position, particularly in the transpacific
trade, and partly in anticipation of the end of the 2M
alliance,” Glickman said.

“We want to ensure that Zim operates a
competitive fleet that would allow us to operate
independently if needed, and at the same time
would also make us an attractive potential partner
to other liners.

“We are confident that our newbuilding capacity

better positions us to reach new operational
collaborations in the future.”
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The comments came as Zim posted a net loss

of $2.7bn for 2023. Although this included a
$2.1bn impairment made in the third quarter,
the company’s performance was weak across the
year.

Liftings were 3% lower in 2023 than in 2022 and
average freight rates collapsed by 63% to $1,203 per
teu as it suffered from the fall in spot rates, which
makes up half its cargo.

The combination led to revenues falling by over half
to $5.2bn and adjusted earnings before interest, tax,
depreciation and amortisation being down 85% to
$1bn.

The outlook for the year ahead remains clouded, too,
due to the ongoing security situation in the Red Sea.
Zim expects to generate adjusted ebitda of $850m to
$1.5bn this year.

“The long-term impact of the Red Sea crisis remains
unknown,” said chief financial officer Xavier
Destriau.

“It remains unclear under what circumstances trade
through Suez would resume. Although there doesn’t
appear to be a solution to the crisis in sight, that
could change as quickly as the crisis evolved,
causing rates to drop quickly back to November/
December 2023 levels.”

Even if the Red Sea crisis persists, the long-term
impact on rates is uncertain.

“Rates peaked in January in conjunction with a
seasonal cargo rush prior to Chinese New Year and
have since abated,” Destriau said.

“Strong demand could potentially keep rates higher
but if it is weak, as shippers remain cautious over
inventory levels through 2024, rates could continue
to slide.”

Glickman said that the dramatic changes in the
market in recent months demonstrated the volatility
of the sector.

“This has been a disruptive force across the industry
absorbing some of the overcapacity in the market
and driving rates higher,” he said. “Strict drought
conditions in the Panama Canal have also added to
the supply squeeze.”

But he warned that when the crisis is resolved, the
market would likely revert to the supply/demand
scenario that began to play out in 2023, potentially
affecting earnings in the third and fourth quarter.

“Given that market dynamics will depend on the
duration of the disruption we are taking a cautious
approach on establishing our guidance,” Glickman
said.

“Last year and this year were always expected to be
a transition period and we have taken decisive steps
to enhance Zim’s future commercial and operational
resilience. We expect Zim to emerge in a stronger
position than ever in 2025 and beyond.”

Cargill prototype proves that wind wings could
be a win-win, eventually

AFTER six months of sailing through the Indian
Ocean, the Pacific and the North and South Atlantic,
Cargill finally have the answer to its multi-million
dollar question — is wind technology worth the
investment?

The answer is yes, but only once fuel costs are
higher.

The prototype “Wind Wings” installed on Mitsubishi
Corp’s kamsarmax Pyxis Ocean (IMO: 9798856)
have in many respects exceeded expectations.

Average savings of three tonnes of fuel per day
equates to around a 14% cost saving and during
optimal sailing conditions the emissions savings hit
a 37% reduction top end.
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Mission accomplished. Wind propulsion technology
works.

So why is there not a queue of shipowners outside
the major yards demanding that engineers
immediately start welding 40-metre wings on their
bulkers?

Well for a start there’s the cost. Cargill have not
revealed how much they spent preparing the
prototype trial, but having signed off the project
during the Covid pandemic amid what has
euphemistically been described as a “high-
inflationary environment”, costs were significantly
higher than originally anticipated and the payback
is understood to be in the realm of around a
decade.
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“We need the capex to come down for this to be

scalable and we’re working on it,” concedes Jan

Dieleman, president of Cargill’s ocean transport
business.

The bigger issue, however, is the current fuel cost
savings. Even at the top end of the technology’s
performance that claims savings in excess of 11
tonnes a day — the current bunker price of around
$600 a tonne does not offer sufficient incentive to
invest.

“It’s not enough,” says Dieleman.

“But we're looking at wind for our methanol orders
and if you can save fuel that is three or even four
times more expensive than current fossil fuel prices,
then the business case becomes quite compelling,”
he continued.

In January 2023, Cargill teamed up with MOL to
order two dual-fuel, methanol powered kamsarmax
bulk carriers. That deal was followed in April and
June 2023 by a similar collaboration with J.
Lauritzen that saw three more kamsarmax orders,
all backed by seven-year minimum charter
commitments from Cargill.

While Cargill is yet to confirm what configuration of
wind-assisted technology they are going to opt for
(they are trialling several technologies concurrently),
the Pyxis Ocean trial has confirmed the viability of
wind tech for these vessel due to be delivered in
2025-26.

“Retrofitting is still something of an open question,
but for the new ships, I think it’s clear that wind has
a role to play there,” Dieleman said.

“I think this pilot is giving us a lot of confidence that
wind is not the solution to get us to zero, but it’s
clearly a significant and important part of the energy
transition puzzle.”

Much of the capex and fuel calculation concerns
were well understood when Pyxis Ocean hit open
waters in August 2023. In fact, the initial modelling
for the project has proven remarkably accurate,
with BAR Technologies suggesting that
performance was within 10% of the predicted
savings.

The wider purpose behind the six-month trial was to
test whether the attachment of two 40-metre
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aircraft wings to the superstructure of a bulk carrier
could work in practice.

Given the failure of previous trials to use wind Kites,
Cargill was acutely aware of the possibility for
real-world performance not matching reality. But
here the trial has exceeded expectations.

The wings are installed vertically to catch the wind
and propel the ship forward, allowing the ship’s
engine to be turned down so that the ship can travel
at the same speed as a conventional ship using less
fuel. The wings are controlled by a touch panel on
the bridge. A simple traffic light system tells the crew
when to raise or lower the sails. Once raised, the
operation is fully automated: sensors on board
constantly measure the wind, and the sails self-
adjust to the optimal configuration.

That automation was key. Previous wind kite tests
did not work, largely because crew were unsure or
unwilling to deploy the mechanism.

“The crew bought into this system,” said Dieleman.
“They were excited by it and they could immediately
see it was simply to use and came with benefits. On
one voyage to Brazil the crew were actually able to
outpace a storm”.

The trial also offered some interesting real-world
insight into the question of where these ships would
be deployed. On a pure calculation of optimisation a
North Atlantic trade with reliable winds and limited
port time would be the ideal trade. But EU carbon
trading could skew the attractiveness of some routes.

And then there’s the port: Some were so keen to be
involved that they offered preferential treatment,
while other ports refused entry altogether.

“We know it doesn’t fit on every ship and it doesn’t
fit on every trade, but if you combine it with the new
fuels I see this ultimately as a no-regret move,” said
Dieleman.

“We have proved that there is no red flag, apart from
some of the economics that we still need to work on,
but I don’t think there’s many pilots that are
economically viable and scalable the next day.

“That’s just the reality how things work, but we
know fuels are going to get more expensive and it
seems clear now that wind is going to be playing a
role in the future of shipping.”
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IN OTHER NEWS

NorthStandard partners with
navigational safety start-up Orca Al
NORTHSTANDARD is partnering
with maritime tech start-up Orca
Al to help members improve
navigational safety and increase
savings.

The P&I club will partly subsidise
members' investments in Orca's
automated watchkeeper product,
believing it will help members

improve safety and drive savings.

Orca's platform will be included
in the club's suite of risk-
reduction tools, dubbed Get SET!

NorthStandard said it “envisages
members making significant
savings as a result of using Orca
Al's advanced solution, with
reduced bridge workload driving
safer decisions and fewer human
errors”.

Cosco unit partners with Xiamen
Leasing on ultramax newbuilds
XIAMEN Financial Leasing and
Cosco Shipping Bulk have signed
a contract with Nantong Xiangyu
Shipbuilding & Offshore
Engineering to build eight
methanol-ready 64,000 dwt dry
bulkers.

Although charter details
between the financial lessor and
the bulk shipping company were
not revealed, the shipbuilder
said in a statement that “this is
a key step for Xiamen Financial
Leasing to explore the shipping
sector.”

Xiamen Financial Leasing
entered the ship leasing business
in 2022 with only one vessel,
according to Clarksons data, but
this newbuilding deal appears to
be its first attempt to seriously
scale up its shipping exposure.

ETS share of tanker freight costs set
to grow

EU Emissions Trading System
costs will make up a bigger share
of tanker freight expenses in
dollars per tonne, shipbroker BRS
warned, adding that the carbon
credit price could more than
triple after 2026.

BRS said the cost of EU
allowances will be minimal in the
short term as multi-year high
freight rates and a dive in the EUA
price, to average €62 a tonne in
1Q24, have squeezed the ETS
cost in dollars per tonne.

BRS' base case scenario, for a
clean tanker trading Rotterdam-
New York, forecast a 3.2%
incremental EUA cost in 2024
assuming EUA prices average
€69 a tonne, escalating to 8.8% in
2026.

CMA CGM offers loyalty programme
to spot cargo buyers

FREQUENT flyer programmes are
a familiar feature to regular
airline passengers but French
liner company CMA CGM is now
bringing the concept to container

shipping.

The Marseille-based carrier is
launching a rewards programme
for customers of its SpotOn digital
platform, which provides instant
quotes and bookings with a
guaranteed price and availability.

Sea Rewards copies the airlines'
tier status concept that rewards
customers for the frequency and
volume of their shipments. Each
tier has exclusive benefits,
including the ability to earn
“nautical miles” that can be used
to pay towards their invoices, in a
similar way to the use of air miles
in aviation.
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Looking to publish a judicial sale, public notice,
court orders and recruitment?

Please contact: marketingservices@lloydslistintelligence.com

Lloyd’s ListD

Lloyd's List | Daily Briefing Thursday 14th March

Page 10



M|

i

Container Tracker

Save time. Stay compliant.

©

Track containers, Complete checks in Download
not just ships minutes, not hours the evidence
Simplify transhipment tracking Save time, with all the data you Downloadable reports ensure you have
with end-to-end downloadable data need in one interface, supported the necessary documentation to prove
trails on containers - by container by tracking intelligence from over compliance, including specific end-to-end
number or Bill of Lading. 600 Lloyd’s agents worldwide. transhipment reports and more.

Request a demo:
America Tel: +1 212-520-2747
EMEA Tel: +44 20 7017 5392

APAC Tel: +65 6505 2084 Lloyd’s List IntelligenceD

lloydslistintelligence.com/containertracker

Lloyd's List | Daily Briefing Thursday 14th March Page 11



Lloyd’s List

Curated maritime news and
market analysis

Unrivalled 115k+ articles ﬁlogreisepnonde”ts
news coverage in our archive 7 ) o aritime hubs

Choose the trusted source

Contact us today on +44 20 7017 5392 (EMEA) / +65 6508 2428 (APAC) /
+1(212) 502 2703 (US) or visit lloydslist.com

Lloyd's List | Daily Briefing Thursday 14th March Page 12



