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Daily Briefing
Leading maritime commerce since 1734

Thursday April 25, 2024

Why increasing North Korean 
shipments have sparked 
sanctions scrutiny concerns

DEEPENING diplomatic ties between Russia and North Korea 
have resulted in increased volumes of maritime traffic between 
the two states, much of which is tied to an oil-for-arms trade in 
defiance of international sanctions.

Since September 2023, Russia has imported over 11,000 
containers of munitions and related materials from North Korean 
vessels in violation of the United Nations arms embargo, a US 
State Department official told Lloyd’s List this week.

Those shipments have allowed Russia to fire “upwards of 40” 
North Korean-supplied ballistic missiles targeting Ukrainian 
civilians and critical infrastructure since December, according to 
US intelligence.

In return, North Korea has been stepping up regular Russian oil 
imports via a series of North Korean tankers trading between 
the Russian port of Vostochnyy and the North Korean port 
of Chongjin.

According to a study published last month by UK think tank, 
Royal United Services Institute, the regular tempo of deliveries by 
some of North Korea’s largest and most active tankers means that 
Pyongyang is likely to exceed the annual UN oil cap imminently.
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The majority of these trades are occurring under the 
cover of a series of well-established and documented 
maritime sanctions evasions tactics. These range 
from automatic identification system manipulation 
to fraudulent registration of ships, documentation 
and elaborate layering of companies intermediaries 
to hide the trades.

However, as Russia’s support for North Korea has 
become more overt, so have the maritime links with 
one North Korean-flagged general cargoship 
 Kum Ya (IMO: 9004073), now openly trading 
between Nakhodka and Chongjin with its AIS 
switched on, according to Lloyd’s List Intelligence 
vessel-tracking data.

Having spent several months last year loitering 
near the Chinese port of Zhenjiang, Kum Ya first 
called at the Russian port of Vanino on March 6. The 
vessel then moved to Nakhodka on March 18, before 
arriving at Chongjin on April 3. That voyage marks 
the first time that a North Korea-flagged vessel has 
openly traded between Russia and North Korea in 
several years.

But that single open trade comes amid increasing 
volumes of port calls between North Korea and 
China where vessels are not switching their AIS off.

The majority of trades into North Korea still use 
a combination of obfuscation methods to evade 
sanctions including vessel disguise, spoofing and 
increasingly elaborate multi-stage transhipments 
between falsely registered vessels using fraudulent 
certification and documents.

According to the last UN Security Council Panel 
of Experts’ report, published on March 7, the use 
of non-IMO numbered smaller coastal vessels to 
transfer oil cargo between tankers has significantly 
heightened the difficulty of tracing and identifying 
the chain of ship-to-ship oil supply.

Beyond tampering with a ship’s digital identity, the 
UN Panel has also documented several instances 
of a complex vessel identity-swapping technique 
whereby a “clean” ship, previously having no record 
of conducting sanctioned activity, frees up its digital 
identity to a “dirty” ship to enable the latter to 
continue to evade sanctions. To do so, the “clean” 
ship undergoes physical alteration and passes itself 
off as a newly-built ship to obtain a different IMO 
number under a false pretext, thereby sailing as 
a different vessel. It leaves its original AIS profile 
vacant on maritime databases for “dirty” ships to 
swap into.

The combination of evasion techniques have allowed 
ships to supplement the quota of legitimate trades 
allowed under the UN sanctions regime, largely with 
China and Russia.

According to the UN’s monitoring statistics, trade 
with the Russian Federation increased significantly 
last year, by at least $28m. However, Russia stopped 
releasing any official data in 2022, and the UN’s 
official statistics do not include goods illicitly 
imported and exported by the Democratic People’s 
Republic of Korea, such as refined petroleum, coal 
and others.

Last month’s RUSI study tracked six North Korea 
tankers loading oil in Vostochnyy. While it is not 
possible to prove how much oil those vessels were 
importing into North Korea, RUSI estimated that if 
fully laden they would have moved approximately 
125,000 barrels of refined petroleum products — 
roughly a quarter of the UN-imposed annual oil 
cap, which has stood at 500,000 barrels a year since 
2016.

The increasing volume of maritime traffic between 
Russia and North Korea has begun to ring alarm 
bells in Washington and Seoul.

“We have made it clear that deepening cooperation 
between Russia and the Democratic People’s 
Republic of Korea is a trend that should be of great 
concern to anyone interested in maintaining peace 
and stability on the Korean Peninsula, upholding 
the global non-proliferation regime, and supporting 
the people of Ukraine as they defend their freedom 
and independence against Russia’s brutal war of 
aggression,” the US State Department official told 
Lloyd’s List.

In addition to the oil shipments, Russia has been 
providing North Korea with food, raw materials and 
parts used in weapons manufacturing, according to 
statements made by South Korea’s Defence Minister 
Shin Wonsik.

While the issue will be raised this week as US 
secretary of state Anthony Blinken holds talks in 
China, North Korea is only part of a much wider 
agenda amid a worsening rift between western 
governments and China’s willingness to continue 
selling weapon components and dual-use products 
to Russia.

This also comes as western diplomats are trying to 
resurrect the UN panel that monitors compliance 
with sanctions on North Korea after Russia, earlier 



Lloyd’s List | Daily Briefing  Thursday April 25, 2024 Page 3

this month, vetoed a UN Security Council resolution 
to extend the North Korea UN Panel of Experts’ 
mandate for another year — breaking 14 years of 
unanimous support.

In a joint statement following the vote, the US, 
France, Japan, South Korea and the UK criticised 
Russia’s action as ‘nothing more than an attempt 
to silence independent, objective investigations’ 
— specifically those concerned with Russia’s 
acquisition of conventional weapons from North 
Korea — and an affront to upholding global non-
proliferation norms.

“Unfortunately, Russia’s actions have far more dire 
consequences than merely bringing an end to a 
UN body responsible for monitoring compliance 
with one of the world’s largest and most complex 
sanctions regimes,” explained RUSI senior 
associate fellow and former member of the UN 
Panel of Experts for North Korean sanctions, Dr 
Aaron Arnold.

“Not only will countries lose access to authoritative 
sources of information, but it is likely that the 
sanctions against North Korea will now persist in a 
zombie-like state — neither updated nor monitored,” 
he said.

While both China and Russia have received strong 
criticism in the past for attempts to hamper 
investigations and control any content in the UN 
reports perceived to be a threat to sovereignty 
or territorial integrity, Russia’s push to end UN 
investigations it claims are “biased products of 
Western influence” marks a turning point in 
government attempts to shutdown monitoring of 
sanctions evasion.

According to US Ambassador to the UN Linda 
Thomas-Greenfield, the US and its allies are 
currently discussing options “both inside and 
outside the UN system” to create a new mechanism 
for monitoring North Korea’s sanctions breaches.

Thomas-Greenfield said it was clear that both 
Russia and China, will continue to try to block 
international efforts to maintain monitoring of 
UN sanctions against North Korea. She criticised 
Russia for violating those sanctions with its alleged 
arms purchases from North Korea, and China for 
protecting the North from being held accountable.

“I don’t expect that they will cooperate or agree with 
any efforts that we make to find another path, but 
that is not going to stop us from finding that path 
moving forward,” she warned, addressing the issue 
at a press conference in Seoul last week.

WHAT TO WATCH 

IMO divided on how to tackle fraudulent 
ship registries
THE International Maritime Organization has heard 
calls for guidelines on fraudulent ship registries, 
amid fears they are helping dangerous and 
illegal trades.

But the Legal Committee was split on how to deal 
with it, beyond agreeing more work is needed. The 
IMO was told of often unsafe ships using fake flags to 
carry illicit or sanctioned cargo, putting lives at risk.

A recent study by the World Maritime University, 
the IMO’s International Maritime Law Institute, 
and the United Nations Conference on Trade and 
Development sought to highlight the full extent of 
the problem.

It found Guyana’s registry was being used 
fraudulently by 22 ships and Equitorial Guinea’s by 

15 ships. But respondents to the study were few — 
just 61 registries of the 175 member states contacted, 
representing less than a third of the world’s fleet.

Several nations complained of increased risk 
to seafarers on vessels not adhering to safety 
regulations, plus a greater risk of crew abandonment 
or cargo dumping.

Equatorial Guinea and Guyana explained their 
efforts in dealing with fraudulent registries, 
including greater co-operation with maritime 
authorities in port states and using diplomatic 
channels to alert states where fraudulent 
registrations are taking place. Equatorial Guinea 
said several ships had switched from flying its flag. 
While this did not solve the problem, it meant it was 
“getting to the fraudsters”.
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Liberia said its Long Range Identification and 
Tracking system would alert its flag registry to 
suspicious activity, such as ship-to-ship transfers. 
It said it hired officers around the world to reach 
out to businesses and shipowners and root out any 
fraudulent registrations.

But Liberia said nothing would prevent a business 
from setting up a foreign subsidiary, and trying 
to stop them doing so would be hard in a global 
industry. It dismissed as “outdated” a requirement 
in the 1986 Registration Convention to have a 
representative of the vessel domiciled in the flag 
state.

The UK proposed the IMO draw up due diligence 
guidelines to show “what good looks like” when it 
comes to flag registries. The US, Germany, Canada 
and others agreed.

But Greece pushed back on the UK calls, noting low 
participation in the study.

“We are uncertain whether the proposed guidelines 
are the right means” to address the problem, Greece 
said, “or even whether there is a proven compelling 
need” for them.

It said states should instead strengthen information 
sharing through GISIS and use all available 
technologies to combat the problem.

The Cook Islands said the study lacked “effective 
solutions” and called for more concrete proposals.

“Fraudsters are not interested in guidelines,” it said.

Togo, which has a chequered history in ship flagging, 
told the IMO it was taking “specific actions to 
address this issue”, which raised “many worrying 
issues and complications”.

It said guidelines might be prudent, but called for 
better capacity building, especially in Africa and for 
the IMO to work with local experts.

States also called for upgrades to GISIS to make the 
IMO data hub comprehensible and easily searchable.

It was “crystal clear” states did not want a new 
convention on fraudulent registrations, meeting 
chair Canada said.

The Legal Committee meeting continues this week.

Lack of insurance a threat to safety of 
navigation, nations tell IMO
CONCERNS about the risk of oil spills from 
dangerous, uninsured ships reached the 
International Maritime Organization this week as 
states voiced doubts that existing rules are working.

Canada told the Legal Committee of an oil spill in 
February off Trinidad and Tobago from a capsized 
barge. It said the barge was allegedly carrying 
smuggled oil, was neither registered nor flagged, and 
its ownership was unknown.

The delegation called it “a clear breakdown and 
non-application of IMO liability conventions and 
insurance requirements”.

Finland also expressed fears that vessels without 
insurance could be transiting the Baltic Sea and Gulf 
of Finland and reminded the committee that an oil 
spill in the region would have “a devastating impact” 
on the ecologically fragile Baltic.

The comments on Tuesday came during a debate 
on guidance by an intersessional correspondence 
group on the implementation of IMO Liability and 

Compensation conventions, namely how states 
should assess insurers they accept.

The correspondence group included 14 countries as 
well as industry groups representing shipowners, 
insurers and P&I clubs.

Its report clarified the role of state parties to the 
convention in certifying Convention Certificates of 
Insurance and offered guidance on verifying the 
solvency of insurers not part of the International 
Group of P&I Clubs.

Japan said it saw several recent cases of tankers not 
carrying adequate insurance and the location of oil 
spills not being identified. Such cases resulted in 
“an unnecessary burden” on the International Oil 
Pollution Compensation Funds.

And they could “undermine the legitimacy of 
the Civil Liability Convention” that provides 
compensation for those affected by oil spills.

“Conventions adopted by this committee 
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are experiencing serious problems in their 
implementation which cannot easily be ignored,” 
Japan said.

Australia, Denmark and others called on all IMO 
member states to ensure vessels flying their flags 
were adequately insured.

The committee was urged to set up a working group 
to revise guidelines and decide whether the 2002 
Athens Convention should be added to the list of 

conventions to which the guidance applies.

Russia, however, said it would be “unwise” to 
introduce new terms “to avoid confusion”, but 
supported sending the document to the LEG 
working group.

China said some non-International Group insurers 
— and specifically the China P&I Club — had the 
same financial capability as IG members, so should 
be treated the same under the guidance.

MSC set to take over vehicle carrier tonnage 
provider Gram Car Carriers
GRAM Car Carriers’ board of directors have 
unanimously recommended that shareholders 
accept an offer from Mediterranean Shipping 
Co which values the third-largest vehicle carrier 
tonnage provider at $700m.

GCC said it is the intention of the buyer to continue 
operations under the same name and organisation 
“and to continue delivering the same quality of 
service to the customers on an uninterrupted basis”. 

It disclosed in a stock exchange filing that an offer 
to buy all issued and outstanding shares of the 
company had been received from MSC subsidiary 
SAS Shipping Agencies Services Sàrl.

The move by the world’s largest operator of container 
liner services was unexpected and appears an 
unusual move given that GCC is a provider of ships 
for the charter market, not an operator of vehicle 
carrier services. 

Whether MSC’s move heralds future expansion 
in to vehicle carrier liner services, with potential 
crossover from its container shipper clients, remains 
to be seen. 

MSC does not operate car carriers itself but does 
control two 7,000 car capacity pure car and truck 
carriers that serve in the charter market.

GCC shareholders may be exiting at the peak of 
the market. While charter rates for vehicle carriers 
remain at record highs there is a large orderbook 
of new tonnage on order, at around 35% of existing 
fleet capacity, which is starting to enter the market.

Burgeoning electric car exports from China, which 
have driven growth in the sector for the past two 
years, may have peaked and face impending tariffs 
from the European Union.

GCC owns and manages 18 vehicle carriers of 
between 2,000 cars and 7,000 car capacity, all of 
which are time chartered to major providers of 
vehicle carrier services.    

Its largest shareholders are Hamburg-based 
shipowner F. Laeisz and Singapore’s AL Maritime 
Holding. It was listed on Oslo Euronext in 2022.

While MSC’s grab for GCC came out of the blue, 
several containership operators have historically 
been connected to vehicle carrier operations.

Japan’s “Big three” shipowners, K Line, MOL and 
NYK have been engaged in both containership 
services and vehicle carriers since the late 1960s. 
More recently, CMA CGM launched its own vehicle 
carrier service utilising four chartered large car and 
truck carriers.

Ivar Myklebust, chair of the board of GCC said: 
“The voluntary offer by one of the world’s leading 
maritime groups, is a validation of the unique 
position GCC has built as a leading car shipping 
tonnage provider and the long-term commitment 
put in by the entire team.

“The board is satisfied that the offer represents 
a fair valuation of GCC, as is also reflected in the 
recommendation to shareholders to accept the offer.”

The offer price, plus first-quarter dividends, will 
result in a premium of 28.3% over Tuesday’s closing 
trading share price, said GCC. 

GCC announced on April 24, first-quarter 
operating revenue of $54.9m, up from $41.1m 
year on year. Earnings before interest, tax, 
depreciation and amortisation was $40.8m, 
compared with $27.7m in the first quarter 
of 2023.
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ANALYSIS

Reading the tanker tea leaves: Stronger for 
longer amid geopolitical ‘lollapalooza’
THERE’S little dispute among tanker analysts and 
brokers on the resilience of the market in 2024. The 
consensus is that tankers will continue their bull 
run, barring a global recession or world peace.

Differences in opinion are largely over which tanker 
class will perform better than others.

Long-range product tankers have been star 
performers year to date, with rates buoyed by 
Cape of Good Hope diversions.

“While we continue to expect strong and 
outperforming LR rates throughout 2024… we see 
the case for maximum disruptions having peaked in 
Q1,” said ship brokerage BRS on Monday.

In the crude market, BRS sees very large crude 
carriers outperforming aframaxes and suezmaxes 
by year-end.

“The widening of the Brent-Dubai spread, increased 
STS [ship-to-ship transfer] activity and cargo cascade 
for dollar-per-tonne freight optimisation as Red Sea 
reroutings have become structural have seen VLCCs’ 
share of global crude exports increase by more than 
4% compared to the 2023 average,” said BRS.

“We expect a further increase in the share of VLCCs 
in global shipments aided by a widening of the 
Brent-Dubai spread, as we assume that Opec’s spare 
capacity will start to be utilised in the second half of 
the year, thereby attracting market share into Asia.

“This is more likely to take place in tandem with 
the potential strengthening of US sanctions on Iran, 
which would increase the call on crude from the rest 
of the Middle East,” added BRS.

Jon Chappell, an analyst at investment bank 
Evercore ISI, is increasingly positive on LR2s on the 
product tanker side, and on aframaxes — more so 
than VLCCs — on the crude side.

In a report published Tuesday, he projected full-year 
average rates of $47,000 per day for aframaxes and 
$41,000 per day for VLCCs, a 6% reduction from his 
prior VLCC forecast. In the product tanker market, 
he now expects LR2s to average $41,500 per day, up 
17% from his earlier forecast.

“The big winner [for product tankers] is the LR2 
segment, where rates have exceeded forecasts 
for much of the year to date and have started 
what is typically a softer seasonal Q2 well above 
expectations,” said Chappell.

Geopolitics continues to play a major role

Ben Nolan, an analyst at investment bank Stifel, 
highlighted rate support from geopolitical events 
and other disruptions.

“Shipping companies, particularly tankers… 
continue to be benefitting from a lollapalooza of 
events — limitations at the Panama Canal, the 
Russia-Ukraine war, and the effective closure of the 
Suez Canal — all of which have pushed day rates up 
and cash flows higher,” he wrote in his latest sector 
outlook, published April 18.

Like Chappell, and unlike BRS, Nolan favours 
“names with aframax and suezmax exposure 
relative to VLCCs”.

However, Nolan and Chappell disagreed on the 
consequences of a Middle East military escalation 
that closes the Strait of Hormuz.

“Given what would be a massive negative demand 
shock, shipping rates would plummet,” predicted 
Nolan. “Potential overhang from Iranian threats on 
the Strait of Hormuz would be catastrophic.”

Chappell predicted the opposite. “The Strait 
of Hormuz is the tanker market’s Moby Dick, 
and if that chokepoint was to be disrupted for a 
meaningful period, we couldn’t even forecast the 
ceiling for rates,” he said.

He characterised a Strait of Hormuz closure as “an 
extreme tail risk” to the upside, not the downside. 
“If that integral chokepoint were to be closed for any 
period, tanker spot rates would jump and take the 
equities along for the ride.”

Outlook for tanker stocks

Tanker equities began their ascent in early 2022 
and have massively outperformed broader market 
measures such as the SPY S&P 500 index fund.
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Nolan believes “much of the upside — but not all — 
has been priced into the equities”.

Chappell highlighted the substantial discount of 
stock prices to net asset value (NAV), which implies 
more upside.

“Despite the recent relative outperformance, tanker 
equities are now trading at deeper discounts to 
NAV than in… January,” he said, adding that tanker 
stock pricing “seems to incorporate too great of an 
economic headwind”.

“We believe the stocks still provide value at this 
time of the cycle, with steep valuation discounts 
mismatched with strong cashflow generation and 
robust capital returns, not to mention a potential 
geopolitical kicker.”

Chappell noted that the pricing of physical tanker 
assets continues to increase, widening the discount 
of current tanker equity prices compared to their 
NAV (which is the value of the company’s assets, 
incorporating recent tanker S&P price gains, minus 
liabilities).

“With newbuilding slots mainly tied up into 2027, 
owners looking to add exposure to this robust 

market backdrop are continuing to bid up asset 
values across most segments, juicing the calculated 
NAVs of the publicly traded tanker equities.”

NAV emerged as the main valuation metric for 
shipping stocks, as opposed to earnings metrics, 
because shipping is so cyclical. Shipowners often 
have negative earnings. NAV allows measurement 
across the cycle.

A better metric for tankers stocks during an upcycle 
may be enterprise value (market capitalisation plus 
net debt) divided by earnings before interest, taxes, 
depreciation and amortisation. Chappell noted that 
the seven tanker stocks under his coverage have an 
average projected 2024 EV/ebitda multiple of 4x, 
below the long-term tanker equity EV/ebitda average 
range of 6-10x.

EV/ebitda, like NAV, shows a discount. “Clearly, 
there is a view among investors that current spot 
rates are unsustainable,” he said.

Chappell’s own view is that “rates should remain 
near cyclical highs for the next two years, creating 
immense EPS, cashflow and dividend potential 
for tankers”.

MARKETS  

DFDS advancing plans to order at least six 
green newbuildings by 2026
DFDS will order at least six low- or zero-
carbon, newbuildings by 2026 as part of a fleet 
modernisation project. 

The Copenhagen-headquartered company recently 
announced its “Vessels of Tomorrow” programme as 
part of plans to reduce carbon emission intensity of 
its 72-strong ro-ro cargo and ro-pax fleet by 45% 
by 2030.

The programme comprises two battery-electric 
ro-pax ferries which will operate on DFDS’ channel 
routes from Dover to France, a pair of methanol 
dual-fuel ro-paxes and two ammonia dual-fuel 
ro-ros of around 7,000 lane metre capacity.

“Our Vessels of Tomorrow programme is a 
commitment for six ships to be introduced by 2030 
which we expect to operate on our northern Europe 

routes,” Mathieu Girardin, executive vice president 
at DFDS told Lloyd’s List.

Girardin said it has already decided the routes for its 
new battery-powered ro-pax ferries, but not for the 
methanol and ammonia-fuel ships yet.     

He expects newbuilding contracts to be in place by 
2026, with potential for the electric, channel-route 
vessels to be signed earlier.

“The designs are not quite there yet,” he said. “With 
alternative technologies we have to pay a lot more 
attention to how these vessels will be built and to 
ensure we get the most efficient ships possible.”

While ship designs are being finalised, DFDS is 
keeping its options open on where the newbuildings 
will be built.
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Its last newbuilding orders, placed in 2018 and 
2019, went to China and comprised six 6,700 lane 
metre ro-ro ships and two 4,700 lane metre ro-pax 
ferries, built by Jinling Shipyard and Guangzhou 
Shipyard International respectively.   

Girardin confirmed that shipyards in China, South 
Korea and Türkiye are likely to be in the running to 
build its new tonnage.

“The new vessels will have advanced technology, 
especially for the ammonia-fuel vessels, and we 
will need to de-risk the projects before making a 
decision on shipyard,” he said.

“A good price and guarantees on quality will also 
be a deciding factor on where our new vessels will 
be built.” 

Changing attitudes by DFDS’ freight and 
carmaking clients have made the considerable 
investment in alternative-fuel newbuildings easier 
to justify.

“The transition to low emissions, and putting 
greener ferries on the water, is very challenging 
from a capital expenditure perspective if customers 
are not willing to pay more,” Girardin said.

“Very few of our customers brought up the green 
transition in contract discussions two years ago, 
but today we discuss this with all customers.

“Alternative fuels cost more and new vessels come 
with a high price tag. A lot of collaboration is 
required with customers, and even competitors 
from time to time, to get a low carbon transport 
solution in place.”

Girardin admits that fuel supply for the new ships 
is the biggest challenge. DFDS is in talks with fuel 
suppliers to provide both methanol and ammonia 
at pre-defined prices.

“We have a dedicated team which is in discussions 
with ports for the supply of electricity for the 
battery-electric ships and for alternative fuels. A lot 
of boxes still have to be ticked for fuel supply and 
bunkering.” 

Meanwhile, DFDS is considering two upcoming 
tenders which, if successful, could lead to 
additional newbuilding projects.

The company has just announced a design study, 
in collaboration with Australian high-speed ferry 

builder Incat, for a 72 m hybrid-electric ro-ro 
cargo/passenger catamaran.

The new vessel would service a tendered route, 
which is up for grabs from Condor Ferries in 2025, 
between the Channel Islands and France.

The company is also studying a newbuilding 
project related to an upcoming tender for a service 
already operated by DFDS between the Spanish 
port of Tarifa and Tangier, Morocco.

The service came under DFDS’ wing following its 
2023 purchase of Gibraltar Strait ferry operator 
FRS Iberia/Maroc and is served by two 1990s-
built, high-speed ferries.     

The tender for the service from the Spanish 
government comes up for renewal every two years. 
The next tender will be for up to 15 years, but has a 
requirement to introduce new low-emission vessels.   

“Projects such as the Tarifa route and the Channel 
Islands are worth investigating and we have several 
options, should we win these tenders. They include 
converting existing vessels or building more new 
ships. But financial conditions will need to be met 
before we commit further.”

DFDS had been in discussions in 2023 to restart 
a ro-ro cargo and passenger ferry service between 
the Scottish port of Rosyth and mainland Europe. 
The service was ro-ro cargo only when it was 
abandoned in 2018.

Girardin said plans to re-introduce a service, which 
would operate thrice-weekly between Rosyth and 
Dunkirk in France, are on standby.

“This service is still interesting for DFDS but 
it requires support from the Scottish or UK 
authorities. The level of financial support has not 
been sufficient despite very positive discussions.”  

While a return to Scotland remains on hold, 
Girardin said that DFDS will keep looking for new 
routes. But for now it is focused on creating organic 
growth via its recent acquisition of FRS Iberia/
Maroc, helped by nearshoring of manufacturing 
to Morocco.
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Transpacific contract rates win lift from higher 
spot market
CONTAINER lines’ efforts to maintain the rates 
gains made by the Red Sea crisis appear to have paid 
off, particularly on the unaffected transpacific trade, 
where higher spot rates have translated into more 
profitable long-term contracts.

Spot freight rates peaked in mid-to-late January, as 
rerouting around the Cape of Good Hope clashed 
with the Chinese New Year demand peak, before 
retreating throughout February and March as lines 
got their new schedules underway and put tonnage 
on rerouted services.

Since then a series of rate increases has stabilised 
the market, albeit at a lower level. Lines have pushed 
for FAK rises that have failed to hold, but the three 
weeks since the beginning of April have each seen at 
least small increases on the Shanghai Containerised 
Freight Index.

“Although the GRIs have not fully stuck, they are 
in fact keeping rate levels steady and preventing 
the further erosion of rates,” said Flexport regional 
ocean management director Dharshini Shegran.

Another GRI has been announced for May 1, but 
this is expected to have more traction than those on 
April 1 and 15.

“Carriers firmly believe this GRI will stick, maybe 
not in full, but definitely partially and more 
significantly than before,” Shegran said.

“The reason for that is because we are seeing 
a massive increase in blank sailings for May, 
specifically by the Ocean Alliance and The Alliance. 
In addition to that we also have the Labour Day 
holidays in the first week of May, which is causing a 
natural restriction in capacity.

“Carriers are already reporting full vessels into the 
first two weeks of May and are rolling cargo. This 
means the GRI has a higher likelihood of sticking 
than in the past.”

Capacity utilisation is tightening across all main 
trades on stronger market demand, which will aid 
carriers’ GRI efforts, according to analysts 
at Linerlytica.

“Although new vessel deliveries continue at pace, 
the capacity shortage due to vessel diversions to the 

Cape of Good Hope, as well as additional summer 
service deployments, continue to soak up all 
available supply,” it said.

On the transpacific, where the new contract year 
starts on May 1, carriers’ ability to halt the retreat of 
rates has paid off.

With rates soaring earlier in the year, shippers were 
slow to sign up for long-term commitments, fearing 
that the Red Sea situation would resolve, and the 
forces pushing up rates would dissipate.

But with less than a week to go, the waiting appears 
to be over, and it has been the shippers that 
blinked first.

“As expected, the inflation of the FAK rates is 
impacting what customers are currently signing for 
annual contract levels,” Shegran said.

“The spot market is higher this year than it has 
been over the past three years on the transpacific. 
This is a reason we are seeing customers report that 
they are signing annual rate levels that are 12%-17% 
higher than what they signed in 2023.”

Linerlytica said transpacific contract rates were 
settling 10%-20% above last year’s levels, with the 
current spot rate levels pushing shippers to conclude 
negotiations at the higher rates.

“Transpacific contract rates for smaller beneficial 
cargo owners are settling at the $1,600 per feu-
$1,700 per feu level to the US West Coast, which are 
$200-$400 higher than the rates done for larger 
BCOs,” Linerlytica said.

The fact that these rates were “substantially lower” 
than current spot rates of $2,800 per feu-$3,500 
per feu would “provide incentives for these BCOs to 
accept the higher contract rates”, it added.

Data from rates aggregator Xeneta shows average 
rates for contracts signed in the past three months 
sitting at $2,160 per feu, up from $1,975 per feu a 
year ago.

“When  looking at this from a carrier perspective, 
the strong spot market is very helpful, but we also 
hear that carriers are eager to secure long-term 
cargoes, which is probably why we shouldn’t expect 
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rates to jump at large in May from the present 
levels,” said Xeneta chief analyst Peter Sand.

“In fact, we may even see a flat or slightly declining 
trend on the transpacific.”

He added that there was also a larger spread among 
carriers in terms of the rates they were signing for 
compared with last year.

“There is a lot of uncertainty in the market, and 
many stakeholders have delayed the signing of 
long-term contracts due the much-elevated risk and 
uncertainty in the market since the Houthis began 
to shoot at commercial ships in Gulf of Aden/South 
Red Sea,” he said.

Nevertheless, carriers will be content to have raised 
the bar for spot rates enough to push through a 
contract rate floor that will be more profitable than 
that they secured in 2023.

Marinakis group takes delivery of last feeder 
newbuildings 
EVANGELOS Marinakis’ Capital Group has 
underlined its presence in the container shipping 
sector with the completion of a series of nine sister 
feeder vessels from HD Hyundai Mipo dockyard in 
South Korea.

The vessels bring the total number of vessels operated 
by the group’s Capital-Executive Ship Management, the 
manager of its boxships and dry bulk carriers, to 37.

Among them are 30 container carriers, including 
vessels of Nasdaq-listed Capital Product Partners, 
that is in the throes of a sell-off of its containership 
fleet, as it refocuses squarely on LNG carriers and 
other ‘energy transition’ vessels.

Avios (IMO: 9961453) and Astraios (IMO: 9961465), 
the last two vessels in the series, each with capacity 
for 1,827 teu and equipped with 375 plugs for 
reefer containers, have just been delivered, said 
Capital-Executive.

Designed and equipped for greater energy efficiency 
and reduced environmental impact, the new vessels 
consume up to 65% less energy and emit 80% less 
NOx emissions, according to the company.

They are also LNG dual fuel-ready and prepared for 

use of alternative marine power.

The nine new vessels are understood to be employed 
on a mixture of time charters ranging from about 
three months.

Group executive Jerry Kalogiratos confirmed that 
the group “on the private side” very much remains 
interested in the container sector, despite a plunge 
in charter rates from the heights of a couple of years 
ago.

“It is not a bad market to be in,” he said. Regarding 
the arrival of the newbuildings, he added that “it has 
been quite good in terms of timing,” because of the 
firming of charter rates that has been linked to the 
rerouting of vessels from the Suez Canal in order to 
avoid the Red Sea Houthi threat.

The public arm, Capital Product, last year 
announced it was seeking to divest its then-15-
strong boxship fleet, as it seeks to rebrand itself as 
Capital New Energy Carriers.

Currently its fleet still includes, alongside nine 
modern LNG carriers, 13 boxships of which five have 
been sold to new owners. Two other boxships have 
already been sold and delivered.

IN OTHER NEWS

Four missing as cargoship sinks after 
bridge allision in China
A GENERAL cargoship in China 
has allided with a road bridge 
in Guangdong province, sinking 
shortly afterwards.

Seven members of the vessel’s 
crew were rescued, but four 
remain missing and a search and 
rescue mission was launched.

The China-flagged, 2016-built, 
2,996 gt Xin Rong Hai 1 was en 

route to Heshan from Fuzhou 
province and was navigating 
waters around the Jiujiang Bridge 
at 2120 hrs on April 22 when it 
allided with one of the bridge’s 
support piers.
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Red Sea diversions weigh on 
cargo volumes and revenue at 
Höegh Autoliners
NORWEGIAN vehicle carrier 
operator Höegh Autoliners has 
reported a 14% drop in quarter-
on-quarter revenues as longer 
voyage times due to Red Sea 
diversions weighed on cargo 
volumes. 

The world’s fifth-largest operator 
of pure car and truck carriers 
reported total revenues for the 
three months from January 1 of 
$328m, compared with its fourth 
quarter 2023 results of $382m.

Adjusted earnings before 
interest, tax, depreciation and 
amortisation declined by almost 
19% to $163m, compared with 
$199m in the earlier quarter.

Resurrected New Jiangzhou 
Shipbuilding bags tanker order from 
Danish shipowner Simonsen
REBORN Chinese shipyard New 
Jiangzhou Shipbuilding Heavy 
Industry has secured an order for 
eight methanol dual-fuel chemical 
tankers from Danish shipowner 
M.H. Simonsen.

The shipyard, which was 
revived only a year ago, said in a 
statement that it was contracted 
to build eight 8,600 dwt duplex 
stainless steel chemical tankers 
that can be powered by methanol, 
the first order Simonsen has 
placed in China.

Svendborg-based Simonsen is a 
family-owned shipping company, 
owning and operating 14 tankers 
ranging from 2,000 dwt to 7,000 
dwt, according to its website.

Hanwha Ocean partners with 
ammonia start-up Amogy
SOUTH Korean shipbuilder 
Hanwha Ocean has teamed up 
with US ammonia start-up Amogy 
to help develop an ammonia-
powered commercial vessel. 

Hanwha Ocean agreed to buy 
Amogy’s ammonia-to-electrical 
power system and a hydrogen 
fuel cell system made by engine 
maker Hanwha Aerospace, 
Amogy said in a statement.

Hanwha Aerospace, a subsidiary 
of Hanwha Group, also intends 
to sign a contract with Amogy 
to start co-operation among the 
three companies within the year, 
the statement said.

“Ammonia stands out as an 
eco-friendly energy source 
including strengths in storage and 
transport, it is also an important 
energy source of Hanwha 
Ocean’s pioneering maritime 
decarbonisation solutions,” said 
Hanwha Ocean executive vice-
president Hyoung-Seog Kim.

Vessel reports explosion in the 
Red Sea
UK Maritime Trade Operations 
has reported an incident in 
the Red Sea 72 nautical miles 
southeast of the port of Djibouti.

A master of an unnamed 
merchant vessel reported an 
explosion in the water a distance 
from the vessel at 0900 hrs on 
April 24. Both the ship and its 
crew were reported safe.

UKMTO said authorities are 
investigating and warned vessels 
to transit with caution and report 
any suspicious activity. 
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