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ESG backlash sees investors
walk away from green

shipping

INVESTORS continue to eschew environmental, social and governance
criteria in shipping, with some actively citing green corporate pledges
as a reason to exit.

Anecdotal evidence of an ESG backlash amongst shipping stock
investors has been building for some time, but tanker chief executives
have been particularly vocal during Posidonia industry gatherings this
week in Athens, talking up the negative impact of going “too far and
too green”, as one CEO put it.

“I received a letter recently where the investors said, if you have ESG
as a central component of your decision making, we want our money
back,” said JP Morgan’s head of its Global Transportation Group,
Andy Dacy.

While Dacy clarified that such attitudes are only reflective of a small
percentage of investors, his comments chime with several other
industry leaders voicing their concerns.

“In the last three years we have had one conversation about ESG. Just
one” said Svein Moxnes Harfjeld, chief executive of the New York-listed
VLCC specialist DHT Holdings.

“It’s not that these investors disregard ESG, but they do realise that if
you want to invest in tanker shipping it’s not the obvious green option”.
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According to Moxnes Harfjeld investors are
pushing them on corporate governance issues and
they want to know companies are on the right side
of the regulator’s requirements, but “ultimately
tankers is not the business to go for if you are
looking for green”.

The question of an ESG backlash has been a
prevalent concern, particularly in US stock-listed
energy sector, ever since US President Joe Biden
won the White House in 2020 and Republicans
friendly with oil-and-gas companies ramped up
their attacks on ESG investing in response.

Such criticism has typically focused on asset
managers selling ESG products — most notably,
BlackRock, State Street Global Advisors and
Vanguard — but it has also filtered down to the
energy shipping space.

The travails of BlackRock chief executive Larry Fink,
who became a target for “anti-woke” activists, are
routinely cited by tanker executives when discussing
the ESG backlash.

Moxnes Harfjeld, who cited the example on Monday
speaking at the Posidonia Capital Link forum,
described the ESG backlash as “a reckoning” and
stressed the need to stay tuned into all stakeholders
amid “a rapidly changing environment”.

“The money managers were not investing in energy
and went for ESG. It didn’t go well and they got
sued,” he said.

While DHT has not needed to confront any
awkward ESG discussions, largely by virtue of
the self-selecting nature of their investor base,

others taking a more radical approach have felt the
backlash first hand.

In the aftermath of the extended boardroom battle
for control of Euronav that saw CMB chief executive
Alexander Saverys forcibly install a new green
agenda upon what was previously a traditional,
pure-play tanker giant, he saw an exodus on
investors unconvinced by the strategic U-turn.

“Is it easier to find equity investors if your story is
green? At face value I would say yes. But when you
drill down to what has really happened over the last
two years, it’s just not happening,” explained Saverys
when talking about his efforts to secure a new breed
of ESG savvy investor.

“I'm a case in point — I lost 90% of my shareholders
in the mandatory bid offer for Euronav with a very
clear green story. I've travelled the world for six
months spoken to a lot of people and at the end of
the day I need to accept that I was not successful in
convincing people to stay and definitely I was not
successful in attracting this new breed of investors”.

While Saverys remains confident that the pool of
ESG-savvy investors willing to accept a longer-term
vision of what a green shipping company could look
like will grow, right now the prevailing sentiment
remains highly sceptical of how investable ESG
business looks in shipping.

WHAT TO WATCH

Absence of green fuel guidance leaves Greek

owners in state of flux

THE consensus among Greek shipowners on
alternative fuels is that there remains no consensus,
and therein lies the problem facing those tasked
with the challenge of determining the composition
of their respective future fleets.

With a lack of concrete industry guidance and

the absence of the necessary infrastructure for
so-called green fuels, the Greek shipowners
convening in Athens for the Capital Link Posidonia
conference concurred that the best course of
action, at least for now, is to focus on ensuring

of modern and efficient tonnage both for existing
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ships and the order pipeline, relying too on
conventional fuel methods.

Ioannis Alafouzos, founder, chairman and director
of Okeanis Eco Tankers, the New York- and Oslo-
listed tanker owner, which also has six modern
suezmaxes in its fleet, was one a procession of
owners sitting on the fence on the green fuel
conundrum.

“We have not really seen any alternative fuel that is

either available or is very promising for the future,”
he said.
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“There’s still a lot of confusion as far as we’re
concerned. We believe that modern conventional
engines are probably, at least for us, the way to go
today until we see where this takes us.”

Anxieties over fuel security are of equal concern to
the tanker owner.

“The energy required to produce the alternative
fuels is immense,” Alafouzos said. “And we will not
see any real infrastructure work being carried out
that would suggest that some specific fuel would be
available in the next few years.”

He was also quick to dismiss LNG as a viable
alternative, despite others in the industry
championing the fuel as a short-term stopgap.

“LNG is not a clean or pure, it’s called natural gas.
This gives us the impression that it’s clean, but it’s
just another fossil fuel... so, that’s not the solution
either. Frankly speaking, we do not know where
we’re going.”

Fellow tanker owner and compatriot Nikolas Tsakos,

founder, chairman and chief executive of Tsakos
Energy Navigation, lambasted the huge monetary
risk being undertaken by him and his peers on
future fuels.

“The industry is actually one of the most efficient
and environmentally sensitive if you compare
with the road industry... transporting what we
do carrying 200,000 tonnes of oil or iron ore
with such a small footprint,” said Tsakos, who is
also the former chairman of tanker association
Intertanko.

“All of us are taking huge risks [on ships] with
decisions costing hundreds of millions of dollars
that we do not know if theyre going to be actually
allowed to trade.”

Meanwhile, John Coustas, chief executive of box
and bulker owner Danaos, noted how that for the
two main green fuel contenders, namely ammonia
and e-methanol, there is still a striking absence of
solutions to make either option a viable fuel option
for shipping.

“E-methanol, yes, it’s feasible technically at this
moment but production is pretty expensive and

requires also carbon capture and things like that.”

Danaos recently upped its newbuilding programme
of “methanol-ready” containerships to 14 vessels.
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“Despite what people may hear there is still no
certification by a country of an ammonia-powered
vessel. So, this is still at the drawing board,” said
Coustas, who also highlighted the safety perils of
handling the fuels for crew.

“The only thing really that we have left as an
industry to try to reduce emissions is ordering more
efficient vessels, and slowsteam in parallel to reduce
the actual CO2 per tonne mile.”

Coustas was one of several owners to forecast that
they would prioritise ordering larger ships to limit
the CO2 per tonne-mile of their fleet.

Danaos, he said, was ordering new vessels, which
could easily be up to 30% more efficient than its
existing fleet, while also retrofitting existing tonnage
and investing in many optimisation solutions to help
mitigate for the burning of conventional fuels.

“But there is nothing really magical we can do. We
are not the ones producing the fuels and we cannot
be the ones that aren’t doing the research in order
to produce ships that are burning these alternative
fuels,” said Coustas.

“We’re not the engine makers,” said TEN’s Tsakos.

StealthGas chief executive Harry Vafias also
highlighted how in regard to future fuels this is the
first time too that owners have been unable to lean
on class societies for direction.

“In the past when we had questions, we would

go to our class societies, and we'd get very good
and helpful guidance. This is the first time where
they tell us that these are the fuels, but we don’t
recommend any.”

Instead, Vafias said owners are forced to pick and
choose those on the list, “which is obviously very
dangerous because as we're concerned you might pick
a ship which might be obsolete five or 10 years later”.

Further, he said many are reluctant to be the first
movers on untested technology, which could be
costly in the long run.

Meanwhile, Pantheon Tankers managing director
Fagiskos Kanellakis said his company were adopting
a simple approach. “We try to maximise returns to
our shareholders and have the best possible ships.
We have the youngest fleet among our peers, and for
the time being this has given us the time we need to
adjust to whatever comes.”
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FuelEU: How much stardust can your

engine burn?

GETTING ready for the incoming Fuel EU Maritime
rules includes doing the sums to burn “stardust” as
fuel, a Posidonia gathering was told.

The EU Emissions Trading System is last year’s
news and operators are focused on the challenges
of preparing for the EU carbon intensity limit as
its first requirement, for monitoring plans, which
comes into force from August 31.

But panellists at the Baltic Exchange Risk Forum
were split on how turbulent the journey would be.

Siem Shipping vice-president of operations Philip
Bacon said calculating the cost of the two carbon
taxes in a voyage charter was a simple chartering
matter, and anyone who could not manage this was
“a dinosaur shipbroker”.

Carbon taxes were not complex, but “will be
called complex and unclear by people who are
going to bill you by the hour”, Capt Bacon said,
adding he was speaking as “a relatively ancient,
chartered shipbroker”.

Companies had to buy EU ETS allowances (EUAs)
since January — effectively since last year. And if
your FuelEU costs are not being written into your
charterparties, “you’re already in deep water”. He
said you should also not wait for BIMCO, which was
“two years late to every party”.

Bacon said counting carbon for compliance was now
part of the business, just as calculating distance
sailed, tonnes of fuel used, or how much cargo a ship
can lift. And they were here to stay with the IMO
hoping to come up with its own, global version in the
next two years.

Bacon said the costs of Fuel EU were clear for fossil
fuels (he estimated $70 per tonne for heavy fuel oil
and $40 per tonne for gasoil) and the cost depended
on what an engine could burn, such as LNG or
biofuel blends. But it was not clear on future fuels
such as methanol and ammonia.

“We have two car carriers which have the right
type of engine and burn LNG, and we’re going to be
collecting a lot of credit over the next 10 years on
these two ships,” he said.

“But a lot of the rest of the stuff is about stardust.
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It’s about ships which are ‘this and that-ready’
but theyre not actually completely ready and the
stardust isn’t there yet.

“So, the urgency for us all is about today: What do I
have afloat and what can it burn?”

He added that under Fuel EU: “You’ll collect $270 in
credit if you have the right type of LNG engine; you

collect almost nothing if you have the wrong type of
LNG engine.”

Unaware of standard

Baltic Exchange emissions lead Martin Crawford-
Brunt said many were unaware that FuelEU is

a fuel intensity standard; “It’s got nothing to do
with efficiency.”

“If you're burning conventional fuels, youre paying
from the first of January next year,” he said.

“So, you can’t pool your more-efficient ships and
solve your Fuel EU problem that way.

“If you're burning hydrocarbon fuel, you're paying
unless you can find another way to offset it.”

Pavilion Energy chartering and shipping operations
head Toby Forrest said companies could not just rely
on biofuel since there would not be enough; even
airlines were struggling to get it.

Bacon predicted companies would ask their
engineers to switch from “stardust” to HFO and
back as they crossed regulatory borders, as they did
now with NOx Tier III compliance.

“There’s a whole world out there operationally and
in terms of procurement, which needs to be planned
now,” he said.

Oldendorff Carriers director Linda Kongerslev said
FuelEU would be more complex than the ETS and
finding the data to comply would require more
co-operation within a company.

Forrest said ETS preparations were still
causing headaches, especially in Asia, where
opening and maintaining registry accounts was
“almost impossible”.
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The need to surrender EUAs could also be a
credit risk if operators do not buy them in time
and the price then shoots to €120 a tonne,
Forrest added.

Forrest added that it was unclear what counted
as a “voyage” under FuelEU for LNG carriers
making stops to warm up and cool down around
the world, partly in the EU and partly out.

There was still a “a lot of potential” for

misadventures as companies worked out the
FuelEU and ETS rules, he said.

Forrest called for more transparency around
pooling and guidance from giants such as Maersk
and its non-profit research outfit the Maersk Mc-
Kinney Moller Center for Zero Carbon Shipping
to help smaller operators cope.

“It’s an industry problem,” he said. “It’s not a
‘me-and-my-five-ships’ problem.”

Six good ideas for green shipping

from Posidonia

POSIDONTIA is once again full of panel talks on
greening shipping, and there has been plenty of
“no silver bullets” and “we need IMO regulation”
and “there aren’t any future fuels”.

But panellists at the Baltic Risk Forum had ideas
for what to do. Here are some:

Use a simpler green metric for bulkers:
CO2 emitted per 1,000 tonnes of cargo
carried

Oldendorff Carriers director Linda Kongerslev
said: “It’s very simple way of indicating how
efficient your ship is. Because it takes into
consideration not the distance sailed, but

only the fuel consumption that you have. And
it does away with the flawed CII where you
have distance in the denominator, which is
mathematically wrong.”

The Baltic Exchange has a calculator, and a
breakdown by route, on its website for those who
want to use the metric.

Be careful with LNG engines

Pavilion Energy chartering and shipping
operations head Toby Forrest said he represented
the LNG market and would promote it as a
transition fuel, but cautioned: “Be very careful
about your engine type.

“If you have a four-stroke engine, you have
methane slip, and methane slip is not nice. You
need to manage that.

“If you don’t have a [MAN Energy Solutions]

ME-GI engine then you have methane slip and
you have the same issues.”
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Work out how shipping can use mass
balancing.

“How can we put some biomethane into the
system in America, yet claim the credit on the
ship that’s running in Europe?” Pavilion Energy’s
Toby Forrest asked.

“There aren’t animal feedstocks in Europe to
be able to produce biomethane. There’s huge

animal feedstocks in America; there’s a lot of
biomethane.”

He said a shipowner had to know the origin of
the product to certify it is green, likening this to
the provenance of French wine.

“We need to be able to prove this, and it’s another
complication. But mass balancing’s going to play
a huge part.”

Maersk is using mass balancing for its first
methanol-fuelled ships as it scours the world for
greener supplies.

Get the charterers involved at the IMO

Capt Philip Bacon, a chartered shipbroker and
vice-president of operations at Siem Shipping
in London, said the International Maritime
Organization has too few “commercial people”
involved in the rule-making process.

“They’re amazing naval engineers, they’re
naval architects, they’re engineers, some are
politicians. But there are no chartering people
whatsoever,” he said.

This was why shipping ended up with flawed
equations like the CII, he suggested.
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Fine ships for CII breaches

Bacon said there were rumours of lawyers and
agricultural brokers advocating people.

“If I throw oil in the water I get fined by every
coastal state. But Marpol Annex VI — if I don’t
comply with CII... there’s no fine.

“We need either a fine or we need a tax like the
FuelEU by which to make ‘good’ look good.

“So the discussion needs to be fed back into the
regulatory bodies. And make things painful, or
incentivise them.”

Get young people on the case

Forrest, 50, said: “The young people need to be
engaged. You have cadets, you have maritime
universities. We need to also engage the next
generation to help us manage this.

“I'm not going to have the next idea on what’s
best for my ships. I have a 30-year-old in my
team; he will help me or probably lead the
discussion. So please don’t leave the younger
generation behind in this discussion, because
they will have to implement it.”

ANALYSIS

First look at the hellscape of a world

without shipping

VISITORS to Posidonia, who in general can look
forward to a week of sunlit, glamorous get-togethers
with many of the people who make global shipping
go round, are also being treated to the dark side

of the industry’s indispensability: a glimpse at the
hellscape of a world where ships stop moving.

A new video commissioned by the Union of Greek
Shipowners depicts exactly that, based on research
carried out by a team at the World Maritime
University led by professor of Maritime Law and
Maritime Policy George Theocharidis.

Previewed at the UGS’ Posidonia reception and
played at the ceremonial opening of the exhibition
on Monday evening, the video stunned many a
guest at both events, irrespective of how well
versed they may have been with the importance of
the industry’s role.

Short in length, the fact-based documentary packs
some of the punch of a dystopian science fiction
movie and can also be seen by visitors to the UGS
stand during exhibition hours.

Theocharidis said that the study and mathematical
models behind the video were an unprecedented
attempt to quantify the impact on global life if
100,000 merchant ships stopped their propellers.

For data, the team drew in particular on the
UNCTAD database, the PortWatch database of
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the International Monetary Fund that stores data
from 1,469 ports, the Global Trade Analysis Project
database, the United Nations Big Data Platform
database, which draws data from the ExactEarth
satellite system, and the annual UNCTAD Maritime
Trade Review.

“What do we mean when we say that more than 80%
of trade is carried out by ship?” Theocharidis said.

“If we look around this room or our office or our
house, this means that eight out of 10 objects would
not be there.

“Also, eight out of 10 cross-border sales of items
would not be possible without the ship’s bill of
lading.”

The video depicts some of the broad effects after one
day, after one week, after one month and after three
months.

Shock, as well as financial and economic
uncertainty, would spread around the world in the
first 24 hours, it suggests.

Within a week, panic buying, disruption in markets
and shortages of key commodities and household

items would already be commonplace.

Within a month, the petrol pumps would have dried
up and electricity shortages would hit vital services.
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The weakest economies will have collapsed. Within
the first three months, all planes will be grounded,
all trains stopped, families parted, hyperinflation
ravaging the globe and humanity would have been
pushed to its limits.

“The disappearance of shipping would lead to the
strangulation and bankruptcy of many businesses,
as well as the collapse of many national stock
markets with tectonic consequences for the global
economic system,” Theocharidis underlined.

“A shortage of goods would signal a spike in inflation
with a dramatic reduction in consumer income and
purchasing power.

“Activities that are dependent on sources of energy,
transported by ships, would disintegrate, including
for example use of mobile phones, electronic devices,
vehicles and electronic banking transactions.

“There would be a wave of humanitarian
crises, initially in Micronesian clusters, then
in landlocked developing states and finally in
developing countries.”

Shipping’s work unnoticed

These and other findings with data from the WMU
study are likely to be made public at a future date.

Meanwhile, some of the shock of the dystopian

picture presented by the video is mitigated by the
end, when a narrator reassures you that the scenario
is hypothetical and that shipping has been serving
the planet without cease for thousands of years.

The propellers start turning again and the music
lightens.

“Shipping is all about universal connection for the
common good,” said UGS president Melina Travlos
after the video had previewed.

“I invite you all to act as effective messengers

of the power of shipping. To honour the virtue,
perseverance, patience, experience, discipline,
knowledge and insight that make shipping a beacon
of prosperity for the planet.”

She said that it was part of the UGS’ “historical and
collective” responsibility to highlight the truth about
shipping for the new generation.

The study was commissioned also because shipping’s
work often went unnoticed and that was “not fair” to
people in shipping at sea and onshore, keeping the
industry running.

“Plain and simple, it’s difficult to last a day without
shipping. We often use large numbers to describe
shipping’s positive contribution, but often it is not
understood what this means for the basics, our
home, our family, our survival,” said Travlos.

Tankers are getting older — and could get a lot

older in the years ahead

The tanker fleet continues to age and demolitions
remain scarce. Freight rates in mainstream
trades remain high enough to support longer
vessels lifespans, while sanctioned trades promise
outsized returns for older tonnage that would
normally be scrapped.

Average tanker age is set to grow to 12.6 years

in 2024, up 8% from 2023, ship brokerage BRS
reported on Monday. Accounting for newbuildings,
average age is still poised to surge a further 20% by
2028, to 15.1 years.

And even if 30% of demolition candidates were
scrapped by 2028, average age would rise 13% to

14.3 years, said BRS.

“We are hitting a wall of replacement needs” as “a
monster of deadweight built between 2004 and 2011
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comes of age”, warned Frontline chief executive Lars
Barstad said during a conference call Thursday.

BRS said that “for the fleet’s age to stop growing

and stabilise at current levels, approximately 1,400
tankers will need to be scrapped through this period
[through 2028]".

That would mark a massive reversal from current
market trends, in which virtually nothing is being
scrapped.

“The first half of the year is set to end with the
lowest annualised tanker demolition level of
record...with only two tankers scrapped so far in
2024,” said BRS.

Future scenarios for how tanker fleet renewal will
play out over the next decade are all over the map.
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According to one scenario, member countries of the
International Maritime Organization will implement
a global carbon levy, compliance with the levy will
be global (unlike current sanctions compliance),
charterers will tighten efficiency requirements,
sufficient tanker newbuilds will be built to handle
transport demand — which will fall as fossil fuels

are phased out — and sanctions will be eased as
geopolitical conflicts dissipate, all of which will push
older tankers to the breakers.

Another scenario: Today’s dark fleet is a sign

of things to come, regulatory and geopolitical
arbitrage will keep tankers in service for longer in
non-mainstream trades, the world will continue

to consume high volumes of crude and products,
and tanker newbuilds will not be sufficient to cover
transport requirements in mainstream markets,
compelling charterers to loosen age requirements.

‘Massive structural problem that is not
easily solved’

“We are in an environment of growing political risk,”
said Barstad. “We're seeing increased sanctions
evasion scrutiny from the US and the EU — and

this causes what I refer to as the ‘grey fleet’ to move
further into the dark, [a trend] that is growing as we
move forward.”

Meanwhile, Barstad has been warning about
insufficient tanker capacity for the past two years,
and continues to do so.

During a conference call in August 2022, he said
tankers “could become a bottleneck in the logistical
chain. Not every country is blessed with oil, and
there’s often an asymmetrical relationship between
[countries with] population growth and oil resources
— so, this transportation need is real.” Tanker orders
have significantly increased since then, but even so,
Barstad said Thursday that the tanker replacement
issue remains a “massive structural problem that is
not easily solved”.

In 2011, the peak year for shipbuilding for all asset
classes, there were 519 shipyards in the world. “Now
we have 247 shipyards in the world,” he said, down
52% in number and 40% in terms of capacity.

“South Korea and Japan are struggling to expand
existing yard capacity, basically due to demographics
— being able to attract workers. In South Korea, they
actually need to take in workers from the Philippines
to get the capacity they need. In Japan, the average
age of a welder is 56 years.
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“This is a demographic challenge. There are not
many kids in South Korea and Japan that really,
really want to work in a shipyard,” said Barstad, who
sees the greatest potential for future yard capacity
growth in China.

Some segments left out of rising tanker
orderbook

The good news in the battle against the ageing
tanker fleet: New orders continue to pile up,
dominated by orders in China. Tankers accounted
for 35% of all orders placed in 2024 to date,
according to data tracked by Lloyd’s List.

According to BRS, tanker orders are up 39% year
on year, with contracts surging in April and May.
Those two months accounted for 45% of year-to-
date orders.

The bad news: There are still huge gaps in the tanker
orderbook. New contracts are concentrated in certain
segments, with orders in others still very low.

The orderbook-to-fleet ratio for LR2 product tankers
has jumped to 29.2%, according to Clarksons
Securities data (product tanker execs counter that
many of these may ultimately serve as aframax crude
tankers, given the low spread between newbuild
contract prices for aframaxes and coated LR2s).

The suezmax orderbook is now up to 14.5% of the
on-the-water fleet.

However, the orderbook-to-fleet ratio for very large
crude carriers is still extremely low, at only 5.8%,
according to Clarksons Securities data.

At the opposite end of the size spectrum, brokerage
Gibson pointed to the extreme shortfall in the handy
segment in a report on Monday.

“Despite being the oldest deep-sea tanker fleet, the
handy sector has been the least invested sector of
the past decade,” it wrote, adding that more handy
tankers are being sold into the dark fleet.

“From a supply perspective, as of today, 74% of the
fleet is over 15 years of age, whilst 29% stands over
20 years. Due to the newbuilding boom prior to the
financial crisis, we now see 223 vessels turning 20
years old between 2024 and 2028, with these not
being replaced [only 13 are on order], meaning that
by 2028, around 70% of the handy fleet could be
over 20 years of age.”
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Charterers could accept older tankers out of
necessity

There is, of course, another future scenario for the
tanker market, wherein a global recession causes
a major downcycle and fleet age is corrected by
demolitions due to depressed rates.

But barring a recession — and assuming relatively
limited newbuild orders and ongoing sanctions —
fleet age could continue to rise.

Henry Curra, head of research at ship brokerage
Braemar, addressed the age issue for the non-
sanctioned fleet in a report in April. He said that

if rates spike in the future, charterers “will loosen
self-imposed age restrictions to increase the pool of
acceptable ships”.

“Mainstream charterers could, under certain
circumstances, tap into the CAP 1-rated fleet over
19 years old. There will certainly be no shortage

of tonnage in this age bracket. Almost all tankers
hitting 20 years these days are undergoing a
life-extending fourth special survey. Frustrated
demolition brokers will complain that many tankers
are doing a fifth special survey at 25.

“The tanker market is no stranger to fixing ships
over 19 years old. In the late 1990s, almost half the
tanker fleet was 20 years or above.

“Twenty- and 21-year-old tankers currently do less
than a third of the ‘cargo moving’ work of a modern
tanker,” wrote Curra. “They can be worked harder.

“Pressure from banks and shareholders keeps
most oil majors and traders out of the market for
over-19-year-old tonnage. But with so little growth
expected in capacity of modern eco tonnage this
year and next, for VLCCs especially, this ‘under 20’
rule could come with increasing exceptions. It will
not be done lightly, but then nor will supporting a
sector average spot TCE return above $60,000 per
day, in our view.”

Uncertainty over emissions rules remains a
negative

Add it all up and the three biggest questions on
tanker fleet age are: When could a future rate
downturn cull older ships? Will sanctions and
geopolitical schisms continue to give longer

life to older ships? And will there be a globally
enforceable carbon tax that prejudices charterers
against older ships?
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On the latter question, the IMO adopted language
in July 2023 calling for the creation of a carbon levy
by 2025 and implementation by 2027, as well as a
mandate to reduce greenhouse gas emissions by at
least 70% by 2040 compared to 2008 levels, and to
reach net-zero greenhouse gas emissions by 2050.

Tanker owners are still in the dark on how to do so.

As Stifel analyst Ben Nolan said in July 2023,
“What the IMO is effectively saying is ‘you must
dramatically cut your emissions, you figure out how,
but if you don’t there will be serious repercussions’.
Consequently, we expect most owners are likely to
continue to take the most prudent step of ‘wait and
see’ before betting on a new fuel type for new ships.”

Newbuilding orders since then confirm tanker
owners are yet to place those bets.

“The current pace of dual-fuel propulsion
penetration in the tanker orderbook indicates that
the industry is still lagging behind,” said BRS on
Monday. Dual-fuel orders comprise only 17.2% of
orders in 2024 year to date, measured in deadweight
tonnes, compared to 16.8% last year.

In July 2023, just after the IMO timetable was
announced, BRS wrote, “Older tankers are
increasingly being required, which has seen
demolition remain muted. The tanker fleet is
gradually ageing, and many charterers are already
facing up to this fact and relaxing age restrictions.

“If there is not an influx of new tankers, age
restrictions will ease, and importantly from an
environmental perspective, older, thirstier units will
remain in service.

“The IMO is treading a fine line. It could choose to
regulate the least efficient ships out of the market,
but without new tonnage, it could send freight rates
soaring. On the other hand, it could let these less
efficient units trade, but this risks running contrary
to its overall greenhouse gas targets.”

Eleven months after those comments, there has
indeed been a rise of new tonnage on order, yet
contracts are overwhelmingly for traditional fuel-
use designs, and tanker demotions have remained
minimal as fleet age has continued to rise.
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Tanker linked to US-sanctioned shipmanager
makes rare shipment of crude to Poland

from Venezeula

A VIETNAM-FLAGGED suezmax tanker carrying
Venezuelan crude is at anchor at the port of Gdansk
in what appears to be an extremely rare delivery of oil
from the US-sanctioned South American country to
Poland.

The 2002-built tanker Melogy (IMO: 9247376)
arrived two days ago at the port but has yet to
discharge the cargo, vessel-tracking data shows.

The tanker sailed from Venezuelan waters in mid-May
for Europe after a series of haphazard and irregular
vessel-tracking signals that do not suggest frequent
trading, including months seen loitering in Caribbean
waters.

The vessel is understood to have a cargo of around
500,000 barrels of Corocoro-grade crude loaded from
floating storage tanker Nabarima (IMO: 9316567),
sources told Lloyd’s List.

Venezuela has been subject to US sanctions on its oil
and shipping sector for nearly five years, with a six-
month reprieve given by regulators ending on April 18
this year. Oil exported to Europe is restricted to those
from European refiners ENI and Repsol.

In June 2022, both oil companies were authorised

by the US Office of Foreign Asset Control to begin
importing Venezuelan crude to help with unpaid debts
from national oil company PdVSA. Until now most of
these shipments under licence have been to Italy or

Spain, according to data from London-based analytics
provider, Vortexa.

Vortexa has tracked 43 shipments of Merey, Corococo
and diluted crude oil since June 2022 to Europe

with four cargoes to Genoa or Taranto in Italy, one to
Rotterdam, and the remainder discharging at ports at
Cartagena, Bilbao and Tarragona in Spain.

The cargo destined for Poland is likely exported
under a licensing arrangement with ENI which has
a joint venture to produce Corococo grade crude in
Venezuela.

Since October 2020, Melogy’s registered owner, ISM
manager and commercial manager is Thang Long
Gas, according to Lloyd’s List Intelligence data. That
company is also the registered owner and commercial
manager of panamax bulk carrier Raize (IMO:

9224790).

Raize’s ISM manager Golden Lotus Oil Gas And Real
Estate was sanctioned by the US Office of Foreign
Asset Control on March 3. The company “knowingly
engaged in a significant transaction for the transport
of petroleum products from Iran”, Ofac said at the
time.

This will be Melogy’s first voyage to a European port
in at least three years, Lloyd’s List Intelligence data
shows. Until this voyage the tanker has been engaged
in shipping Russian and Venezuelan oil.

Maersk hikes guidance again as congestion

and spot rates mount

MAERSK, the world’s second-largest container
liner operator, has increased its annual guidance
for the second time in a month, as strong demand
combined with Red Sea diversions have driven
congestion in Asia and Europe and further inflated
spot rates. It now expects to be at least a billion
into the black this year.

After market close on Monday, Maersk said it

projects earnings before interest and taxes of $1bn
to $3bn for full-year 2024.
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On February 8, when Maersk released results for the
fourth quarter of 2023, it projected full-year 2024
ebit of -$5bn to zero. On May 2, when releasing the
first quarter results, it estimated full-year ebit of
-$2bn to zero.

The midpoint of the ebit guidance range is now up
$4.5bn since February 8, and $3bn since May 2.

“On the back of continued strong container market
demand and disruptions caused by the ongoing
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crisis in the Red Sea, Maersk now also sees signs of
further congestion, especially in Asia and the Middle
East, and additional increases in container freight
rates.

“This development is gradually building up and
is expected to contribute to a stronger financial
performance in the second half of 2024,” Maersk
affirmed on Monday.

On the same day as the guidance upgrade, 2M
Alliance partners Maersk and MSC announced two
Asia-Mediterranean blank sailings for late June as a
result of congestion.

“Due to significant terminal congestion

in Mediterranean and Asia ports, we are
experiencing substantial delays in our vessel
schedules. This congestion has resulted in
extended waiting times at various ports,
impacting our ability to maintain regular
schedules,” the carriers said in a customer
advisory.

“The Red Sea [situation] has bailed the industry
out, for now, from significant overcapacity,” said
Deutsche Bank analyst Andy Chu in a research note
after Maersk’s announcement.

Maersk’s latest guidance upgrade was “not a major
surprise”, he added.

“We see the current situation as very different to
Covid, where there was strong demand, low levels
of new capacity, supply chain issues that included
Covid absenteeism, lack of drivers and warehousing
capacity, and port congestion.”

In the current environment of elevated rates, “higher
port congestion can be seen in our data, which
shows average turnaround times for container ships
at the Port of Singapore up 40%” versus December
2023.

But “stronger demand could just be due to a timing
issue from an early peak season, in our view,” said
Chu. “We think that if demand is not sustained,
rates could normalise quickly.”

Peak season capacity crunch looms as Asian
port congestion grinds on

CONGESTION continues to grip Asian container
ports, which offers little respite for stretched
supply chains and could keep freight rates
elevated despite recent signs of slowing exports
out of China.

Although total capacity waiting to berth at
Singapore, the world’s largest transhipment box
port, has reduced to 398,000 teu from 450,000 teu
in the past week, the pressure has shifted to nearby
Port Klang and Tanjung Pelepas, said research firm
Linterlytica in its latest report.

Data from Lloyd’s List Intelligence shows
Singapore’s average containership port stay in May
was 1.14 days, up 22% from a year earlier, while
the number of arrivals dropped 8.4%. In the first
two days of June, port stay rose further to at least
1.24 days.

Port Klang and Tanjung Pelepas have seen similar
trends since March this year.

Major Chinese ports, especially Shanghai and

Qingdao, are also facing long waiting times,
according to Linterlytica.
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Singapore said last week it has reactivated several
older berths to help handle surging traffic and
unclog jammed container yards.

At Shanghai’s Yangshan deep-water port, priority
berthing is given to export-laden container ships to
ease yard congestion, a port manager told Lloyd’s List.

“Vessels that only load cargo can enter immediately,
while those with more import than export cargo

on board will be asked to wait,” he said, adding

this effectively transfer the strain to the ports in
subsequent legs of the journey.

Linterlytica estimated that just six out of 11 Asia-
northern Europe sailings directly affected by the
Red Sea crisis departed on schedule last week.

It said that disrupted schedules at Asian ports

are likely to send ripples across the globe, further
exacerbating the overall congestion level, which has
already escalated to a total of 2.1m teu.

This is expected to perpetuate the ongoing capacity
crunch, further supporting already high freight rates.
The Shanghai Containerized Freight Index has risen
for eight straight weeks, jumping 13% last week.
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Rising optimism

With Maersk sharply raising its 2024 earnings
forecast, bullish sentiment is growing among
container shipping investors. Shanghai-traded
August freight futures for China-North Europe
containers surged 9.6% to 4,614.9 points on June
4, more than 20% above the benchmark Shanghai
Export Containerized Freight Index based on
settled rates.

HSBC also initiated coverage on container liners
including Maersk with Buy ratings in a report on
Tuesday.

“Given the uncertainty around Red Sea-related
disruptions, we think spot rates could remain
elevated at least through the 3Q peak season,” the
bank said. “This should provide room for Maersk
to lift its FY24 outlook further when it reports its
2Q24 results on 7 August.”

However, recent China manufacturing PMIs
showed slowing export orders ahead of the
traditional peak season, adding a layer of
uncertainty to the market.

The new export orders index fell below the 50
boom-bust line to 48.3 in May after two straight
months of expansion, according to an official PMI
survey published by Beijing last Friday.

The Caixin/S&P Global manufacturing
PMI, seen as more oriented toward smaller
exporters, also showed a noticeable slowdown

in the indicator last month, although the tally
remained above the 50 watershed.

The data sparked some concerns that the widely
reported frontloaded cargo flows, which helped
boosted volumes in the second quarter, may

be nearing their end and weaken peak season
demand.

But Linterlytica co-founder Johnson Leung,
disagreed with the notion of frontloading. “There
is always sequential improvement in volume from
March till summer,” he said.

Leung said vessel space was still very ample
before April so no one would have planned early
shipments, and it’s now impossible with today’s
tight capacity. “And we cannot expect the factory
capacity is so flexible for buyers to ask for earlier
shipment just with 1-month notice.”

Optimists still believe retailers in consumer
countries have started restocking. “The end of
destocking in the US has meant that retailers now
need to rely on imports rather than inventories to
meet demand,” HSBC argued.

A Shanghai-based shipping equity analyst
attributed the softened China orders to shippers
taking a wait-and-see approach given soaring rates
and prolonged delays.

“But they will have to ship the cargo at some point,
which means the volume will eventually bounce
back,” he said.

Charleston boxship backlog blamed on
infrastructure work, server outage

A QUEUE has formed off the US port of Charleston,
as delayed boxships await a berth at the major east
coast gateway.

The backlog began building up in the middle of
last month, vessel tracking data from Lloyd’s List
Intelligence shows. On Monday, the data showed a
dozen containerships anchored off Charleston as of
1645 hrs local time.

The port blamed the queue on ongoing infrastructure
work combined with a server issue that forced
terminal gates to shut for several days last month.

“The backlog we’re experiencing is in part from our
temporary operational impacts from last week, but
also due to ongoing work with the toe wall project at
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Wando Welch Terminal — a critical infrastructure
project for our operations,” a spokesperson for the
South Carolina Ports Authority told Lloyd’s List.

“The toe wall structure maintains a stable slope
beneath the wharf and provides an edge for berth
deepening. These necessary improvements will
allow the berths to maintain a depth of 54 feet so
ocean carriers can continue to reliability utilise the
deepest port on the US east coast.”

The vessel backlog comes amid worsening
congestion and delays in Asia, as Red Sea
disruptions continue to throw carriers’ schedules out
of sync, and shippers’ fears lead them to move cargo
forward, further exacerbating equipment shortages
and congestion.
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In the US, the backlog appears to be limited to
Charleston, at least so far.

Less than 100 miles south of Charleston, the port
of Savannah, which is the second-largest port on
the US east coast, had three vessels anchored at the
same time on Monday. Lloyd’s List understand they
are expected to be worked on Tuesday.

Similarly small vessel queues were observed along
other major east coast ports, suggesting the backlogs
were not spreading beyond Charleston.

“We are entirely focused on helping our customers
and working directly with ocean carriers to
minimise impacts as we work on this critical
infrastructure project”, the South Carolina Port
Authority spokesperson said.

“Our berthing team, operations team and ocean
carrier partners are working together on schedules
and solutions to get ships in and out as quickly as
possible. A lot of creativity and flexibility goes into
that process to maintain fluidity for our customers.
We are continuing to work ships at a very good rate.”

Capital Product Partners agrees acquisition of
10 Marinakis gas carriers

CAPITAL Product Partners, the Nasdaq-listed
partnership controlled by Greek shipowner
Evangelos Marinakis, has agreed to acquire
10 gas carrier newbuildings from the owner’s
private orderbook in a further $756m
expansion move.

The vessels include four handysize liquid CO2
carriers, the largest so far ordered, and six dual-
fuel medium gas carriers (MGCs).

Deliveries are scheduled between the first
quarter of 2026 and third quarter of 2027.

The 10 vessels come on top of a projected fleet of
18 modern LNG carriers, of which eight remain
to be delivered over the next three years.

The deal is “a significant step in becoming a
diversified gas transportation company,” said
Jerry Kalogiratos, chief executive of Capital
Maritime & Trading, the listed partnership’s
general partner.

“This transaction puts a strong emphasis on
the energy transition, as these new acquisitions
will have the capability to move LPG, ammonia,
butane, propylene and liquid CO2.

LNG shipping, however, would remain the

3 “«

company’s “core competence,” he said.

The four 22,000 cu m CO2 carriers are on order
at Hyundai Mipo Dockyard in South Korea, all
for 2026 delivery, and will be acquired for a price
of $78.2m apiece.

The price represents the cost agreed with the
yard in the case of the second pair of vessels, but
allows for a profit for Capital Maritime in the
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case of the earlier pair, contracted last July.

“With the capacity to move more than 1m
tonnes of liquid CO2 annually, these vessels are
expected to be the workhorses of the ammonia
and liquid CO2 industries,” Capital Product said.

Hyundai Mipo is also the yard building four of
the MGCs, a quartet of vessels with 45,000 cu
m capacity, while two 40,000 cu m MGCs are on
order at Nantong CIMC Sinopacific Offshore &
Engineering in China.

The MGCs, that are capable of burning both
LPG and fuel oil, are “in line with our strategy
of acquiring high specification, versatile vessels,
which can offer our charterers reduced unit
freight cost,” the company said.

The construction slots were “valuable early slots
within a very tight ship building market”, said
Kalogiratos.

Capital Product, which is planning to change

its name to Capital New Energy Carriers, said
that the acquisitions will be funded in part by
“rapidly redeploying” $182.5m in gross proceeds
from selling seven of its containerships recently.
Other cash at hand and debt financing will also
be used.

The company is looking to sell another eight
neo-panamax boxships that are still under its
ownership as part of the transition to focusing on
gas shipping.
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Ship recycling volumes descend in 2024 as
candidates in short supply

SHIP recycling volumes in the first five months of
2024 were some 32% lower than during the same
period in 2023, as few shipowners are tempted

to recycle their vessels despite the relatively high
pricing on offer.

According to Lloyd’s List Intelligence data, only 136
ships have been beached by recyclers since January
with a combined deadweight of 3.3m tonnes. This
compared to the 156 ships of 4.9m dwt beached
between January and the end of May 2023.

In gross tonnage terms, volumes were down 30%,
from 3.1m gt in the first five months of 2023 to
only 2.2m between the beginning of January and
end-May 2024, the data shows.

Recyclers have been almost devoid of large bulk
carriers this year, with only two capesize bulkers
being offered up for recycling so far in 2024. This
compares to 10 such ships being scrapped in the first
five months of 2023.

With so few ships being offered as recycling
candidates, due to trade disruptions and consequent
strong freight markets caused by the Ukraine and
Red Sea crises, the year 2024 looks set to surpass
2023 as being the worst year for the ship recycling
sector in over two decades.

Recent recycling sales include Maersk’s 22-year-old
containership Jeppesen Maersk (IMO: 9215165).
This 2,800 teu ship was sold to a Turkish European
Union Recycling Regulation-approved shipyard
under private terms.

It is the first containership to have been sold by
Maersk this year and follows the sale of three ageing
vessels by the world’s second-largest operator of
boxships in 2023.

A total of 277 containerships have arrived at ship
recycling beaches so far this year, compared to 26
vessels in the corresponding period in 2023.

In the dry cargo sector, cash buyer Wirana Shipping
reported the sale of the 28-year-old panamax bulk
carrier Andhika Nareswari (IMO: 9123128).

This 71,000 dwt ship has been sold by Indonesia’s
PT. Andhika Lines on an “as is” basis, with handover
at Singapore, for $515 per light displacement tonne.

Cash buyer GMS reports a continuing shortage of
tonnage coming on to the market, despite firming
demand from Indian recyclers, as local steel plate
prices have climbed by almost $45 per tonne in the
past fortnight.

“An an all too familiar lack of decent quality tonnage
available to global recyclers to sink their teeth into,
remains blisteringly omnipresent, as the industry
ventures into the traditionally quieter monsoon
months and freight sectors appear to be performing
firmly once again, depriving recycling destinations
of meaningful tonnage yet again.”

With freight rates across all vessel sectors
expected to remain strong throughout June, the
ongoing lack of supply of recycling candidates is
expected to persist.

Eastern Pacific doubles dual-fuel LR2 order at

Chinese shipyard

EASTERN Pacific Shipping becomes the second-
largest shipowner of merchant vessels capable

of using alternative fuels following an order for
liquefied natural gas dual-fuel product tankers at a
Chinese shipyard.

The Idan Ofer-owned shipowner is confirmed to
have signed newbuilding contracts with Guangzhou
Shipyard International for four long range two
tankers with delivery booked for 2027.

The 111,000 dwt ships will be repeats of four ships
it contracted in June 2023 at the same shipbuilder,

Lloyd’s List | Daily Briefing Wednesday June 5, 2024

which are due for delivery during 2026. The eight
ships are estimated to have been priced at between
$73m and $78m with a 10% premium paid compared
to conventional-fuel LR2 tonnage ordered in China.

EPS is a regular client of Guangzhou Shipyard
International which delivered two LNG-fuelled
suezmax tankers to the company in 2022.

With its latest order, EPS has now ordered 79 vessels
capable of utilising LNG as a fuel since 2018. The
orders comprise 13 bulk carriers, 33 containerships,
15 tankers and 18 vehicle carriers.
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It has now ordered 12 LNG-fuel LR2s and took
delivery of the first, the 109,000 dwt Clearocean
Emerald (IMO: 9892975), from China’s New Times

Shipbuilding in 2022.

ships. Since 2019, MSC has ordered nine cruise
vessels for operation with its subsidiary MSC
Crocierees and 66 containerships operated by

its container division. All are of dual-fuel LNG

specification.

Furthermore, the Singapore-headquartered

company has four medium-range tankers and four
newcastlemax bulk carriers, which were ordered
in April and March respectively, which have been
specified as ammonia dual-fuel ships.

With 87 ships ordered capable of using alternative
fuels, EPS has overtaken Mediterranean Shipping

The largest owner of alternative fuel vessels is
France’s CMA CGM. Since 2016, the Marseille-
headquartered company has ordered 113 dual-fuel
LNG containerships. In November 2023 it penned

newbuilding contracts for a pair of LNG-fuel ro-pax

Co as the second-largest shipowner of dual-fuel

ferries for newly acquired Mediterranean operator
La Méridionale.

IN OTHER NEWS

Taiwan's U-Ming ‘cautiously
optimistic’ on China’s economy and
targets fleet expansion with more
than 100 ships

WITH confidence in China’s
economic recovery and rising
shipping demand caused by
disruptions, Taiwan'’s bulk
shipping specialist U-Ming Marine
Transport unveiled its long-term
dual growth goals of expanding
fleet and entering new sectors.

“l am cautiously optimistic about
China’'s economic growth this
year,” Wang Shuiji, president of
the company, said at the annual
shareholders’ meeting held in
Taipei on Monday.

Despite the challenges posed by
the struggling property industry,
China’'s economy had been
undergoing a transformation and
the government had introduced
various policies to stimulate
consumption, he said.

Integrity Bulk founder to take over at
Lauritzen Bulkers

DRY bulk operator Lauritzen
Bulkers has announced a change
in leadership, as Martin Egvang
is set to take over from Niels
Josefsen as chief executive from
September 1, 2024.

Egvang joins Lauritzen Bulkers
from Copenhagen-based Integrity
Bulk, where he was founder

and chief executive. Integrity

Bulk operates 12 handysize and
supramax bulk carriers more than
1.5m tonnes of commodities per
year, including grain, salt, and
fertiliser.

Before founding Integrity Bulk,
Evgang worked at Clipper,
Armada Bulk and Maersk.

Danaos bulker banned from
Australian ports for watertight
failures

THE AUSTRALIAN Maritime
Safety Authority has banned a
Danaos-operated bulk carrier for
entering Australian ports for three
months for being unseaworthy.

The Cyprus-flagged, 2010-

built, 175,858 dwt Peace (IMO:
9568067) was detained in
Newcastle, Australia, on May 31,
2024, as a result of watertight
and weathertight failures, which
AMSA said had “catastrophic
potential”.

“The state of Peace was so poor
that it represented a very real
and unacceptable risk to the
safety of seafarers on board and
Australia’s marine environment,”
said AMSA acting executive
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director operations Greg
Witherall.

“Ships cannot be operated in this
unseaworthy state.”

Wilhelmsen launches new port call
financing model at Posidonia
WILHELMSEN Port Services

has launched a new port call
financing model at the Posidonia
shipping conference, which it
says will eliminate the need for
prefunding of port calls and canal
transits.

The current norm for shipowners
and operators to pay for port

calls is a pro-forma disbursement
account. This involves a
calculation of the costs incurred
by a vessel while at port, including
crew changes, cargo unloading
and inspection fees.

This amount is usually paid
upfront by the owner or operator
before a vessel calls at port,
which Wilhelmsen says locks

in capital and requires a heavy
administrative workload.

Page 15



Classified notices follow

Lloyd’s ListD

Looking to publish a judicial sale, public notice,
court orders and recruitment?

Please contact: marketingservices@lloydslistintelligence.com
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