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Small registries grow at record
pace as flag-hopping tankers
play regulatory game of
‘whack-a-mole’

SMALL registries from Africa, the Caribbean and Europe have grown
their flags at the fastest pace on record during 2024 by taking on
expelled tankers that form part of the so-called dark* or parallel fleet
shipping oil from Iran, Russia and Venezuela.

Countries including Antigua and Barbuda, Barbados, Guyana,
Honduras, San Marino and Sierra Leone have embraced business from
flag-hopping ships, with more than 100 tankers joining their registries
over 2024.

All reflagged after leaving Panama, Liberia, Gabon, Cook Islands and
Palau after being directly sanctioned, or linked to sanctioned entities.

Others left after registries asked about trading, technical or ownership
matters, a Lloyd’s List investigation found.

In what has been described as a game of regulatory whack-a-mole,
nearly 100 of the 650 tankers that form part of the dark fleet reflagged
for a third or even fourth time in less than two years to these new
registries over 2024.

This already excludes several hundred tankers that joined Cook Islands
and Gabon over the past 18 months.
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The two registries have become the world’s two
fastest-growing flags and second and third-largest
provider of services to the dark fleet after Panama.

Flag-hopping is a deceptive practice linked to illicit
shipping and sanctions evasion according to a May
2020 advisory from the US administration.

These registries often employ marine consultants

as registrars or agents to secure business with most
flagging only a handful of tankers until taking on
dark fleet business, according to shipping databases.

A rarely examined part of the maritime food chain,
many consultancies provide a one-stop shop to both
registries and shipowners.

They offer offshore incorporation services, legal and
technical support plus hold positions as registrars.

Some also have ownership stakes in private
registries or related recognised organisations and
undertake due diligence and other legal services on
behalf of shipowners and the flag.

Barbados takes on US-sanctioned Russian
tankers

Barbados Maritime Ship Registry flagged US-
sanctioned tankers owned by Russia’s government-
controlled Sovcomflot in July, in addition to others
designated for links to Iran.

There are 21 dark fleet tankers with the Caribbean
registry, which is managed from the island’s High
Commission office in London but appoints marine
consultants to act on its behalf.

The latest entry, Carnatic (IMO: 9304655), joined
on September 8. It was previously flagged with Cook
Islands for at least four months, after being expelled
from Panama for links to Iranian trading.

The tanker’s last five cargoes over the past 12
months were Iranian heavy oil, according to data
from Vortexa, a London-based data commodities
provider.

The principal register of Barbados, Giovanni
Ciniglio, did not respond to three emails requesting
comment about flagging of either Sovcomflot vessels
or those linked to shipping sanctioned oil.

Julian Padilla, president of Global Maritime

Consultants Group, which was appointed “regional
national partner” in India and east Africa for
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Barbados Maritime Ship Registry in 2022 also did
not respond to two emails.

Padilla’s group, which said it has flagged more

than 5000 flags via it’s “one-stop shop” approach is
also the exclusive Greece agent for San Marino, a
landlocked republic within Italy that has entered the
space.

Four very large crude carriers, one suezmax and
three aframax tankers joined the flag in the past
four months, according to shipping databases.

Five of the eight tankers have shipped Iranian crude
in the past 12 months, according to Vortexa.

San Marino administration complied with national
and international regulations and applied all United
Nations and EU sanctions “without exception”, said
San Marino Ship Registry general director, Gianluca
Tucci.

Dark fleet tankers shifting to Guyana increased to
10, from two at the beginning of the year, according
to Lloyd’s List Intelligence. Seven were sanctioned
and removed from their previous flag as a result,
data shows.

The Equasis database lists those ships as flagged
with an unknown provider and has warned that

the registry providing these services is no longer
authorised by Guyana to do so.

In total, 30 sanctioned tankers and liquefied gas
carriers are falsely flagged with Guyana, data shows.

The International Maritime Safety Agency of
Guyana that previously managed the registry did not
respond to emails for comment.

Dark fleet tankers have also found safe haven with
Honduras.

Tankers from UK-sanctioned
shipmanagement companies find refuge in
Honduras

Six ships that recently reflagged to the central
American country were part of the 30-tanker fleet
formerly managed by Radiating World Shipping
Services and Star Voyages Shipping Services
shipping Russia oil.

Both Dubai-based entities were dismantled and

fragmented into multiple other companies and
sanctioned by the UK government in December for
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breaching the G7 oil price cap.

The tankers that joined the Honduras registry
mostly reflagged from Cook Islands over July and
August, data shows.

Honduras Maritime Bureau, which operates
the international flag registry on behalf of the
government did not respond to emailed questions.

An undated website testimonial said the flag
“previously had a bad rap but was striving to win the
hearts of shipowners again”.

Less than a decade ago, many of these small
registries’ business model centred on flagging ships
for their last voyages to breakers yards on the Indian
subcontinent after being sold for scrap.

This included the Sierra Leone Maritime
Administration which said that it “applied the
minimal standards” set in international maritime
conventions to which its country was signatory.

“The biggest challenge of all maybe was to
balance the commercial part and compliance,” the
administration’s executive director Paul Sobba
Massaquoi and chief executive Fadi Mrad said in a

joint interview with “Forbes Maritime” published on
its website.

There was “no more favourable treatment” for ships
from non-ratifying countries, the article said.

Seven of the 20 dark fleet tankers with Comoros
were sanctioned. The registry operates from a
private company in India, Comoros Shipping
Services, which did not respond to emails for
comment.

Most of the tankers reflagging to Antigua and
Barbuda since February and March were previously
with the open registry of Liberia, the world’s second-
largest flag.

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

WHAT TO WATCH

US retailers ‘extremely’
strike deadline nears

US BUSINESSES have pulled forward shipments
in preparation for a strike at US east and Gulf
coast ports on October 1, but not enough to save
themselves from fallout.

Importers are “extremely” worried, said Jonathan
Gold, vice president of supply chain and customs
policy for the National Retail Federation (NRF), in
an interview with Lloyd’s List on Thursday.

“They’re nervous. That’s why they’ve taken the steps
they’ve taken to mitigate the potential impacts. The
retail industry views this as a potentially significant
challenge for its supply chains and its operations —
and for the economy.”

Import data confirms that shippers pulled forward

significant volumes of cargo in the current peak
season, but questions have been raised on what
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worried as US port

drove the early shipments.

Carrier executives and analysts have cited various
possibilities: ongoing disruptions in the Red Sea and
prior disruptions at the Panama Canal, reactions

to current Biden administration tariffs, fears of
sweeping future tariffs proposed by Donald Trump,
and/or preparations for a strike.

Gold, citing feedback from NRF members, said
the port labour threat has been the single most
important driver of early shipments in 2024.

“The biggest issue is that our members were
planning for a potential strike impacting east and
Gulf coast ports. Because of the timing, it would
have a significant impact on holiday operations.

“The strike has been the preeminent issue. It’s the
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most top of mind. Ongoing Red Sea disruptions are
already baked in, and when it comes to [Trump]
tariffs, it’s still difficult to understand what the
impact might be, and I don’t think people want

to make that calculation too early. The last thing
anybody wants is to pull too much cargo forward
and have the extra costs.”

Asked when US retailers became more focused on
the strike risk, Gold pointed to the announcement of
the International Longshoremen’s Association (ILA)
in June, when the union said it was breaking off talks
due to the use of an automated gate at the Port of
Mobile.

“Folks were hopeful” before that, he said. After that
announcement, “people started to become concerned
that there wasn’t going to be a resolution and we
could see some kind of action, and obviously the

rhetoric has picked up over the last couple of months”.

“Retailers put mitigation plans into effect and you've
witnessed that in the import numbers you've seen in
July and August.”

US businesses still vulnerable despite pull-
forward

But the acceleration of import timing will not solve
the problem for retailers and other US businesses if
the ILA goes on strike.

“As much as folks have either pulled forward or shifted
to the west coast, you can't do that for everything

that needs to come in. Businesses are still going to be
impacted by a shutdown, and the longer it goes on, the
more of an impact there will be.

“There are smaller and mid-sized companies that
didn’t have the ability to make those shifts, and it’s also
broader than just retail.

“Manufacturing doesn’t have the capacity to pull that
much stock forward for production. They run very
lean inventories, so they could see production lines
shut down if they can’t get inputs.

“Another challenge is for exporters, especially
food exporters. They can’t send those exports
early so they're kind of stuck. And if they can’t

get product to market, they could potentially not
just lose the sales, they could lose the market
altogether because they can’t fulfil their contract.”

Shippers would face congestion and higher
pricing
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A strike would cause ship queues to form off US east and
Gulf coast ports, tie up container equipment, and push
more cargo to west coast ports.

“You would see issues impacting the west coast, as well,
as cargo shifts and congestion starts to build,” said Gold.
“You're already seeing rail dwell times picking up in Los
Angeles and Long Beach and the Pacific Northwest.
That would only get worse if you had a shutdown and
the cargo was forced to go to the west coast. The ports
say they will be able to handle it, but again, with the rail
dwell times already ticking up, the more cargo they get,
the more that would be a problem.”

A potential surge in freight costs is also “definitely a
concern” to retailers, Gold said.

Spot rates have been falling since July, but they are

still very high historically and multiple analysts have
predicted rates would jump in the event of a strike.
During a Xeneta webinar on Wednesday, Lars Jensen,
founder of consultancy Vespucci Maritime, warned that
spot rates could exceed pandemic-era highs “if the strike
lasts long enough”.

Jensen cited a potential worst-case scenario in which
the strike lasts for weeks, equipment shortages emerge
in Asia during the pre-Chinese New Year period, and
Trump wins the election, spurring tariff fears “that lead
to a massive spike in import demand and a spike in
freight rates, also coinciding with the leadup to Chinese
New Year”.

“Put a Trump presidency on top of a strike and you
would see rates skyrocket,” said Jensen.

Pricing effects from the looming strike are already being
seen in the form of surcharges. On Wednesday, Hapag-
Lloyd began levying a “work disruption surcharge” of
$2,000 per feu for shipments to east and Gulf coast
ports. CMA CGM announced a “local port charge” of
$3,000 per feu for shipments to those ports “during any
period of labour unrest”.

According to Gold, “We've got to take a look at some
of those charges that have just been announced. If the
ports are shut down, are those charges legitimate?
That’s something the Federal Maritime Commission
needs to take a look at.

“There’s also the issue of detention and demurrage
charges if the ports aren’t open. Why should you be
charged if there’s no ability to get the cargo? That would
certainly be a cause for concern.”

Page 4



Critical compliance tool compromised by GPS

jamming

COMPLIANCE managers stretched thin by the
rapidly evolving sanctions landscape have a new
challenge with which to contend — the increasing
unreliability of raw Automatic Identification System
data in certain conflict zones and high-risk areas
because of deliberate global positioning data
interference, or GPS jamming.

The interference with GPS signals, intentional
or otherwise, is not a new phenomenon and the
subsequent impact to AIS data has been widely
reported.

What is new is the prolonged severe disruption

of positional data in conflict zones. This includes
what compliance professionals would deem high-
risk areas, making it impossible to ascertain vessel
movements over critical periods of time.

Unusable AIS data is a concerning development for
industry professionals that rely on vessel-tracking
data for compliance reviews.

Basic due diligence to determine whether a vessel
or company is sanctioned does not cut it in the
maritime industry.

Ships not directly sanctioned or owned by non-
sanctioned companies can still engage in sanctions
evasion or other riskier trades with which
shipowners would not want to be associated.

“AIS analysis is very important and just shy of
crucial really to have full confidence that a vessel is
not engaged in things such as sanctions evasion,”
said Control Risks director Cormac Mc Garry.

The price and availability of AIS data makes it the
primary tool for many industry professionals to
independently verify port calls, vessel voyages and
ship-to-ship transfers.

The growing prevalence of erroneous data in place
of legitimate vessel positions risks rendering raw
AIS data unusable in certain areas during specific
periods.

“If it [GPS jamming] becomes so widespread then
we may lose our ability to use open source tools to
investigate. It’s as simple as that,” warned Mc Garry.

The Black Sea is a prime example of what many
would consider a high-risk area where GPS jamming
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has significantly limited the usefulness of AIS data.

On average, 164 cargo-carrying vessels per day were
engaged in Russian trade had their AIS disrupted,
according to Lloyd’s List Intelligence data. That’s
more than 1,000 vessels throughout the month.

The interference is sometimes fleeting, but a vessel’s
positional data is increasingly being compromised
for several days.

The AIS trace of two vessels that had been signalling
a Russian port as their destination when their AIS
data was disrupted is shown in the graphic below.

In both cases of the Panama-flagged panamax
bulker AC Youth (IMO: 9401506) and Panama-
flagged suezmax Katiuska (IMO: 9236004) the
disruption lasted nearly a week. This effectively
obscured when and where they loaded cargo.

Any disruption or disablement of AIS data involving
a ship engaged in Russian trade would naturally
incentivise more due diligence checks.

“If you don’t know where a ship is this is a direct
compliance issue because fundamentally, we don’t
know what the ship is doing,” said Bosphorus
Observer geopolitical consultant Yoriik Isik.

Compliance professionals have to be wary of
potential ship-to-ship transfers with Russia’s
sanctioned ships — which are known to be active in
the Black Sea and the Sea of Azov, the shipment of
directly sanctioned cargoes, as well as the possibility
of a vessel facilitating trade out of occupied ports.

The type of disruption displayed by AC Youth and
Katiuska is becoming so common that the presence
of abnormal AIS data could lose its power as a “red
flag” indicator.

Even if the area is high-risk, if all data is being
wiped out for all vessels in a certain place at a
certain time, there is no way to draw a conclusion
of potentially deceptive behaviour without further
corroborating information, which may be hard to
come by.

It could mean voyages that are legitimately illicit or
suspicious being written off as false positives.

In the Black Sea there is a large blackout of AIS
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data in the area around the Kerch Strait, which is
home to two active STS zones where oil and grain is
exported, as well as several ports.

Other areas where data is being tampered with
regularly is around the port of Novorossiysk, which
impacts vessels arriving and departing the port, as
well as in the middle of the Black Sea and further
north in the Sea of Azov.

Another element of GPS jamming that complicates
the compliance picture is how these instances of
disruption vessels are the victims, rather than the
perpetrators, which is distinctly different from first-
party spoofing where a ship manipulates its own
location data.

“We find the GPS jamming issue puzzling because
there is nothing that a ship or shipowner can do
about it since the interference is coming from
elsewhere, and in the Black Sea that is usually
military or government forces,” said a compliance
professional who preferred not to be named.

The issue of GPS jamming is not limited to the Black
Sea.

Vessels sailing in the north of the Red Sea, off the
coast of Sudan and the eastern Mediterranean
are all regularly having AIS data overridden with
illegitimate positions, but the severity of the issue
variates.

The image below shows several examples of severe
disruption in the eastern Mediterranean in mid-
August.

What to do if the signal gets jammed

Satellite imagery is the obvious alternative to AIS data
but is an imperfect solution due to cost and reliability.

“There is no open source alternative that is as effective
as AIS,” said Mc Garry.

“If we're doing due diligence work on high-value
acquisitions or investments it is possible to use source
enquiries and the due diligence process overall can
provide surety. But this does not work for everyday
checks.”

What it comes down to is resources and budget.
However, there are parts of the shipping industry
that are not only better positioned to deal with the
fallout of GPS jamming but remain unconcerned by
the issue.
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“GPS spoofing hasn’t really come across our
radar as a concern in a compliance sense,” said
NorthStandard head of external affairs Mike
Salthouse.

“It has very real implications for safe navigation and
if unreliable or lost presents an enhanced collision
and safety risk, but it hasn’t really affected us in
terms of whether somebody is breaking the law or
not.”

There is other information at hand to investigate if a
concern is triggered, with AIS forming just a small
component of assessment.

“We use a range of sources to determine whether
sanctions are being broken such as local intelligence,
verifying port calls using port lists and using other
technology like satellite, synthetic aperture radar
and then fusing all of this information to really work
out whether we’ve been told the truth or not.”

Freddy Furulund, director security and contingency
intelligence & operations centre at DNK, echoed the
view that GPS jamming had a limited — if any —
impact on operations.

“From DNK’s perspective, jammed position data
on a DNK insured vessel could cause temporary
and minor challenges to our automatic tracking
(insurance) systems, or during a contingency if the
jammed vessel is in crisis,” explained Furulund.

“But again, only minor challenges and indeed
temporary.”

Similarly to those in insurance, the legal industry
has a range of resources to draw on in investigations,
but Alexander Brandt, sanctions partner at law firm
Reed Smith, says having quality AIS data remains
an advantage.

Lawyers take a holistic approach when assessing
whether a trade is sanctions compliant, reviewing
available documentation, such as cargo documents,
ownership and the control of the entities involved, as
well the vessel involved and its trading history.

“Per regulator guidance, the assessment of the vessel
will focus on flag hopping, properly capitalised
insurance, age, ownership, STS transfer history and
her AIS trace,” explains Brandt.

“Gaps in AIS coverage and/or manipulation of AIS

are obviously a concern and may be an indicator of
nefarious activity. I would agree that when it comes
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to reliable AIS data, more is more and is a key point
of consideration.”

AIS has been used both by the regulators and in the
context of arbitrations, when assessing sanctions
compliance and associated rights and obligations
under shipping contracts, he added.

The puzzling predicament that is GPS
jamming

GPS jammers are a relatively simple and cheap
method to cause disruption because GPS signals are
fairly weak.

When jamming takes place a GPS jammer emits
radio signals or a signal noise at the same frequency
as the signal of the GPS device. This overrides or
distorts the signals from the GPS satellites and
renders the GPS device unable to calculate its
positions, thereby skewing AIS location data.

The weaknesses of AIS data have been discussed

at the International Maritime Organization

level within the subcommittee on navigation,
communications and search and rescue with a focus
on deliberate first-party AIS manipulation.

“It [AIS] was designed to be a multi-purpose
navigational aid with no provisions for security,
since at the time there were no requirements for it,”
said the NCSR in a session document from March.

The same document stated: “AIS position
information and MMSI can be easily manipulated
and spoofed.”

Any service provider that relies on AIS positions
will face the same challenges with regards to the
manipulation and interference with AIS.

“The fact that AIS data is not as secure as should

be is well known among the industry, which means
challenges like jamming and spoofing will continue,”
said LLI data scientist Thomas Spriggs.

“What we need to do is ensure that people have
the knowledge to spot anomalies in AIS, be that
spoofing or jamming, versus normal maritime AIS
movements.”

Like spoofing, GPS jamming is constantly evolving
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making it important to monitor and address new
trends as they arise.

“Emerging issues include differentiating jamming
from spoofing, as circular patterns in AIS location
data are seen in both instances, and differentiating
legitimate positions from jamming in situations
where the jammed position is actually over water
and not land,” said Spriggs.

Similar to compliance professionals, one of the main
concerns for AIS services providers is being able

to provide the narrative of the ship’s likely actions
during the time its AIS is impacted.

LLI senior data analyst Paul Copperwheat explains
the importance of leveraging human intelligence to
verify and validate data and information impacted
by GPS jamming.

Manual reviews of vessel positions in areas of
known GPS jamming are undertaken to understand
the voyage of the ship during the period of
interruption.

“Due to the nature of GPS jamming in some cases
port calls may have been missed because the
positions are jammed while the vessel is berthing,”
said Copperwheat.

“In these cases, we review all the data around the
time period and can often confirm if the vessel
called at the expected port via the Lloyd’s Agency
Network based around the world.”

The issue of GPS jamming on AIS data goes beyond
potentially jeopardising compliance investigations
and presents a problem for the entire industry given
the associated safety risks.

Addressing the issue at an industry level is a tricky
task given that it is a third-party that is responsible,
and the jamming is often deployed for reasons
completely unrelated to commercial maritime trade.

“In the Black Sea, this is a Russian defence operation
against Ukraine’s successful maritime attacks

against Russia’s navy and naval ports,” explains Isik.

“While it ends up impacting all the devices that rely
on GPS in the area, this is just a secondary fallout.”
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ANALYSIS

MEPC82: Levy debate to intensify as IMO set
to discuss emission reduction measures

THE International Maritime Organization’s member
states will once again seek compromise on the

key question of a global carbon levy for shipping
during a crucial marine environment meeting on
September 30—October 4.

Member states backing a levy found more support
for their position from the final reports of the IMO’s
Comprehensive Impact Assessment prepared by the
United Nations Trade and Development and DNV.

Unctad found that the highest priced levy at
$150-$300 would have the least impact on global
economy in 2050 if revenues were distributed to
only those states most vulnerable to climate change.
Unctad based its analysis on DNV’s report that
found a $150-$300 levy would increase the costs
for international shipping fleet the least in 2050.
However, the same measure would increase the
costs the most in 2030, according to DNV.

Bolstered by the CIA process, levy-backing countries
could push aggressively for a compromise with the
opposing China-led camp.

The proposal that could be key for such a
compromise came from EU-27 and Japan, tabling a
$100 per tonne of CO2-equivalent levy ahead of the
Marine Environment Protection Committee’s 82nd
meeting. The starting price of $100 could be more
acceptable due to the CIA process, although there
remains a wide gap between a handful of countries
completely against a levy.

The number of levy backers has reached around
50 including EU-27, some Pacific Islands and other
states such as Japan, Canada, South Korea and
Namibia.

The GHG levy also received support from the
industry, including the International Chamber of
Shipping which made such a proposal along with top
flag states the Bahamas and Liberia.

Some shipping and energy companies, led by
important container liners including Maersk, came
out in support of the World Shipping Council’s
economic measure proposal called the Green
Balance Mechanism.
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The Pacific Islands proposed the most ambitious
carbon levy at $150 per tonne of CO2 equivalent.
The Marshall Islands-led proposal could also find
more support at MEPC82 given the CIA process.

On the opposite camp, China and eight other
countries including Brazil and Norway proposed

an integrated technical measure with a flexibility
mechanism forming its economic element instead of
a carbon levy.

These proposals will be on the table at the
Intersessional Greenhouse Gas Working Group that
will take place from September 23 to September 27.

Key discussions at the intersessional meeting will
determine the fate of MEPC82’s success, although
no reasonable progress is expected before MEPC83,
which does not take place until April next year.

Recent submissions and previous MEPC meetings
point to a potential deadlock over a levy. If member
states somehow find a compromise on that front,
other key discussions will follow, including on
revenue distribution.

The Pacific Islands, supported by Unctad’s findings,
called for revenue to be distributed to the most
vulnerable states including the small island
developing states and least developed countries.

The level and type of the GHG price will be the
key factors that determine the level of the revenue
created, raising the stakes around these pivotal
decisions.

Some lower income countries with high renewable
energy potential could benefit from in-sector
revenues, especially if revenue is actively managed
through a fund rather than passively managed via
a flexibility mechanism or feebate, according to the
UCL Energy Institute, formerly known as Umas.

“The risk if any in-sector revenues are
predominantly distributed through flexibility/
feebate mechanisms, is that these would more likely
flow to corporates/countries that already have skills,
technology, lower cost of capital, higher access to
finance, lower currency risk, higher participation
and negotiation capacity,” the institute said in an
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FAQ for mid-term measures.

States must also make progress on the technical
measure known as the global fuel standard. Most
states agree on the need to adopt a fuel standard,
although emission reduction targets and the

inclusion of a flexibility compliance mechanism like
pooling, trading and banking will be up for debate.

States must finalise mid-term measures at MEPC83
having agreed adoption at an extraordinary MEPC
in autumn next year.

OPINION

IUMI Berlin: We can be heroes, just for four

days

BERLIN has somehow preserved elements of

a gritty ambience that evaporated long ago in
gentrified inner London and what were once known
as the quartiers populaires of Paris.

Three decades and more after the fall of the wall,
every other street corner seems to have been witness
to some terrible happening in twentieth century
history.

But little gloom was evident at the International
Union of Marine Insurance conference, which
attracted 800 marine insurance professionals to the
city.

This annual event offers a unique chance for face-
to-face meetings with just about everybody who
matters in the niche, in a short space of time, and all
in the same place.

To paraphrase a line from David Bowie’s famous
musical celebration of cold war Berlin, marine
underwriters were heroes. Just for four days.

Public mention of actual premiums was as ever
a no-no, heavily frowned on by an organisation
perennially wary of falling foul of cartel allegations.

Instead, the most eagerly anticipated presentation
each year centres on premium volumes, which act as
a proxy yardstick for the health of the sector.

The essential takeaway is that premium volumes
are up across all major marine classes. The overall
premium base for 2023 was reported at $38.9bn,
representing an increase of 5.9% on the previous
year.

As we remarked in our news report on the figures,

that is not quite as much as the 8.3% increase
clocked up in 2022.
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But marine is clearly holding its own. That is good
news for those forced to fight their corner in major
insurance companies, where marine typically makes
up a low single-digit percentage of the overall book.

Equally gratifying, at least from a European
perspective, is that Europe continued the upward
trend in market share seen since 2019, with Asia
also gaining ground.

On the downside, current growth is attracting
additional capacity into a market already suffering
from a surfeit of cash, which has seen hull rates rise
only fractionally, and sometimes even fall.

Ocean hull did better than marine insurance as

a whole, with premiums growing by 7.6%. Some

of that will be attributable to the burgeoning
prominence of hull war risk cover since the Russian
invasion of Ukraine in 2022 and the start of the
Houthi onslaught on merchant shipping last year.

As a result, international politics were one of the
defining themes of conference presentations. And
where more appropriate for such discussions than
Berlin, right?

There are inevitably moral sensitivities around this
one. The breach premiums represent a windfall for
hull underwriters worth hundreds of millions of
dollars.

Nobody likes to be seen doing well out of two
particularly nasty wars. As Lloyd’s List has recently
argued, owners should not be using the Red Sea
unless there really is no other alternative.

The counterargument is that facilitating trade,
including export of Ukrainian grains vital to feed
the hungry in poorer countries, is in itself a moral
endeavour.
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There are said to be underwriters who now won’t
write Red Sea war risk at all, one IUMI platform
speaker claimed. But that decision will have been
reached on commercial as well as ethical grounds.

The situation is obviously concentrating minds right
now, if remarks from Lloyd’s Market Association
head of marine Neil Roberts at the opening press
conference are anything to go by.

The Houthis, who are equipped by Iran, do now have
the capability to sink ships, he argued. They appear
to be holding back largely because to do so would be
poor public relations for such a surprisingly image-
conscious rebel faction.

The other current obsession in marine insurance
circles is the Baltimore bridge collapse. There now
seems no doubt that this casualty will result in a
billion dollar-plus insurance payout.

The question is, which insurers will be on the hook.
Will it be marine underwriters or their property
casualty counterparts, many of whom work for other
units of the same firms anyway?

That will be decided by the outcome of the
application of the owners and managers of Dali
(IMO: 9697428) for either exoneration or limitation
of liability to just $44m or so.

A ruling is unlikely for around a decade, James
Mercante of law firm of Gallo Vitucci Klar told the
IUMI audience.

Mercante is confident that the limitation will hold.
As always, other legal opinions are available.

In another of our most read stories recently, the
US Department of Justice has filed an action
against Dali’s owners and managers alleging “fault,
recklessness, negligence and lack of due care”.

This is damning stuff, and potentially hugely
significant. The US Limitation of Liability Act 1851
puts the burden on shipowners of showing that
they were not aware of negligence contributing to a
casualty.

If the wording of the DoJ’s case — which talks in
terms of “jerry-rigging” — is anything to go by, that
could be an uphill task. All of this will be for a judge
to decide, most likely at some point in the 2030s.

There will be many more IUMI conferences before
then. Meanwhile, the secretariat can pat itself on the
back for a successful gathering, which incidentally
marked the 150" anniversary of the foundation

of IUMTI’s forerunner in Berlin in 1874. See you in
Singapore next year.

MARKETS

VLGC rates’ September spiral continues

VERY large gas carriers have lost further ground so
far recently and are on pace for a third consecutive
week of losses.

The Baltic Exchange’s BLPG Index, which averages
the daily time charter equivalent earnings
assessments on the three main trade lanes and
divides them by 10, closed at 1,744 on Thursday, 53%
below September 2.

VLGC rates are typically closely linked to the
US-Asia propane price arbitrage, a key driver

of demand for seaborne transport of liquified
petroleum gas from the US Gulf to ports in Asia, and
predominantly China.

That arbitrage narrowed dramatically in the
beginning of the year when the US went through
a cold spell and domestic propane demand — and
prices — increased, which in turn decimated

Lloyd's List | Daily Briefing Monday September 23, 2024

demand for VLGCs.

However, the current slump is taking place as the
arbitrage is wider than last year’s average and US
exports are up annually.

“US exports have risen recently following hurricane-
related disruptions in July, with Energy Information
Agency data showing propane exports amounting

to 1.8m barrels per day over the past five weeks, up
from 1.55m bpd during the prior five weeks (exports
year-to-date are up 12%),” Jefferies shipping analyst
Omar Nokta said in a note Thursday.

“High export volumes are expected to continue given
the propane price arbitrage has widened recently
with US Gulf prices of $350 per tonne, below prices
in Asia of $650 per tonne, for a spread of $300 per
tonne.
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“This spread has widened from the average of $210
per tonne during the first eight months of 2024 and
is above the 2023 average of $250 per tonne.”

The slump in demand for VLGCs is in part due

to the lower demand for LPG in Asia. Propane

and naphtha are both used as a feedstock in
petrochemical plants, and prices of naphtha have
recently fallen, narrowing the gap between the two.

While naphtha is still priced higher, “it still makes
sense to crack with naphtha than LPG given

the higher yield for other products, other than
propylene”, said Jamie Aldridge, senior analyst
with OPIS, a Dow Jones company, who added that
naphtha prices have been recovering recently.

Another factor hurting VLGC rates is the
normalisation of conditions in the Panama Canal.
More gas carriers are using the shortcut, lowering
tonne-mile demand.

According to an analysis by Lloyd’s List, 88 VLGCs
transited through the Panama Canal’s neopanamax
locks in August, eclipsing the 85 VLGCs that sailed
through it in October 2023, the month before the
ACP began limiting the number of daily transits.

“The number of vessels available both in the east
and west is outpacing demand,” Aldridge told Lloyd’s
List.

“The storm in the US last week certainly didn’t
help things with fewer prompt cargoes being made
available and tonnage building.”

Moreover, “in the [Middle East Gulf] there has been
a downturn in the number of liftings which pushed

vessels west to find charter, amplifying the issue”,
Aldridge said.

The current slump appears to be defying historical
trends in the VLGC market.

VLGC freight rates typically captured about two-
thirds of the US-Asia propane price arbitrage,
Jefferies’ Nokta said, but are now capturing less
than a third.

“The return of normal transits through the Panama
Canal is one issue that has kept VLGC supply

more elevated and lower naphtha prices relative to
propane in Asia is another issue; however, the lack of
VLGC shipowner pricing power is surprising given
the long-term trends in the industry,” he said.

“Recent market chatter that terminals have raised
fees, thus eating into shipowner profit potential, is
misconstrued in our view. It is simply LPG traders
that are now capturing the lion’s share of the
arbitrage as opposed to the shipowner.”

MSC taps containership newcomer Hengli
Heavy for ultra large dual-fuel order

MEDITERRANEAN Shipping Company appears to
have enabled revived Chinese builder Hengli Heavy
Industries to enter the ultra large containership
sector, with an order for 10 vessels of 21,000 teu that
can run on LNG dual-fuel.

The shipyard, restructured in January 2023 from
the bankrupt STX Dalian, has no prior experience
building either boxships or alternative fuel ships.

Yet the deal is not entirely unexpected. Both parties
signed a strategic cooperation agreement last month
in Geneva to collaborate on newbuildings, engines,
repairs and retrofits.

According to Clarksons’ data, the order was placed
last week for delivery in 2027 — even earlier than
some of the similar sized and fuelled ships MSC
ordered in June this year from more experienced
Chinese yards.
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The broker’s data shows newbuilding prices for a
22,000/24,000 teu LNG dual-fuel boxship currently
stand at $273.5m, up 6% from a year ago.

MSC and Hengli have been approached for
comments.

The order comes against a backdrop that smaller
rivals with earlier slot availability are getting
increased opportunities from owners eager for new
capacity, as top tier yards face full utilisation.

MSC, the world’s largest container line, which
recently announced its standalone east-west
network, has been actively expanding its fleet.

If confirmed, it would have ordered about 38 ultra
large containerships totalling around 760,000 teu
this year alone, according to Clarksons.

Meanwhile, the deal also expands Hengli’s business
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scope, while swelling its orderbook size to 82 ships.

Most of Hengli’s existing backlog comprises dry
bulkers, along with four very large crude carriers
ordered by its parent company and two 113,500
dwt product tankers by Hong Kong’s Wah Kwong
Maritime Transport.

Building more complex and expensive ships is part
of Hengli’s growth ambitions. It broke ground last
month on a $1.5bn yard expansion project in Dalian,
enabling it to construct bigger, higher value vessels.

The Chinese builder is also reportedly seeking to list
in Hong Kong to raise additional funds.

MPCC seeks $S100m bond issue to renew fleet

OSLO-listed MPC Container Ships is issuing $100m
in sustainability-linked bonds to buy assets and
refinance debt.

MPCC has 60 boxships of 1,000 teu-5,500 teu. It
said on Friday it hired Arctic Securities and Pareto
Securities to arrange a series of fixed-income
investor meetings from September 23.

A five-year, US-dollar, senior, unsecured bond issue
may follow, subject to market conditions, MPCC
said. The company said it had no pro forma net
leverage, a $1.1bn backlog and a 31% gross loan-to-
value ratio in its favour.

Fearnley Securities analyst Fredrik Dybwad
told Lloyd’s List bond financing had grown
more attractive lately, with spreads narrowing
significantly.

Benchmark interest rates have increased in past
years, but margins have fallen to around 200-250
basis points on top of SOFR, “which is significantly
lower than a couple of years ago”.

MPCC’s low debt would let it raise funds at attractive
yields, he said. Prospects for buying new ships were
good, with the strong charter market outpacing
rising vessel values.

Feeder ships are older and fewer of them are being
built than bigger ships. Dwybad said about 22% of
the feeder fleet was aged 20 years or older compared
with 9% of the global boxship fleet.

The feeder orderbook represents 6% of the existing
fleet, against 23% for larger containerships.

Last week, MPCC chief executive Constantin Baack
told Capital Link the recent reshuffle of container
alliances would help demand for feeder boxships, as
small ships would be needed for transhipment off
mainline routes.

Dybwad said he expected some “cascading” as larger
ships take some market share from smaller ships.
But intra-regional feeders would still be needed in
Europe, the Caribbean and Asia.

He said it was “highly likely” MPCC would buy ships
to renew its fleet, which was relatively old at 14.2
years, and would probably seek ships backed by
charters as it had in the past.

MPCC’s investor presentation said it faced
significant capital costs to maintain its fleet, and its
business could suffer if it failed to secure alternative
financing.

The bond includes a sustainability requirement to
cut MPCC’s average well-to-wake annual efficiency
ratio by 10% over the bond’s five-year term,
according to an investor presentation.

There are two financial covenants: a minimum
liquidity required for MPCC to have cash and
equivalents of at least $250,000 per fully
consolidated group vessel, and to maintain a
minimum equity ratio of 40%.

IN OTHER NEWS

Salvors board smouldering Sounion
to take stock of damage

A SALVAGE team has been on
board the smouldering suezmax
tanker Sounion (IM0: 9312145) in
the Red Sea and has carried out
an initial inspection of damage.

A source with knowledge of the
salvage operation told Lloyd’s
List that works are continuing
and the fires set last month by
Houthis along the length of the
deck of the laden tanker should
be extinguished “in the next few
days.”
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The Delta Tankers-operated
tanker, that is carrying about
150,000 tonnes of Iragi crude
oi, remained anchored about 60
miles off the Eritrean coast on
Friday.
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Finland to call for icebreaking
exemptions in IMO emissions
regulation

FINLAND will call for
allowances to be made in any
future International Maritime
Organization emissions
regulation for ice-class vessels
navigating in frozen seas.

The country’s alternate
permanent representative to

the IMO, Eero Hokkanen, said
the priority for Finland was “for
ice-class vessels and navigation
in ice to be taken into account” in
any future IMO or EU regulation.

Certain ice-class ships already
have some allowances under

the IMO’s Energy Efficient

Design Index and can request to
exclude additional energy used to
navigate ice conditions (classes
IA Super, IA, IB and IC under the
Swedish-Finnish Ice Class Rules)
in FuelEU Maritime regulations.

ZPMC appoints financial head Zhu
Xiaohuai as president
SHANGHAI Zhenhua Heavy
Industries (ZPMC), the world's
largest manufacturer of port
cranes, has promoted Zhu
Xiaohuai as president.

The decision comes after

the position remained vacant
following the resignation of
previous president Ou Huisheng
at the end of July for “work
arrangement reasons”.

After the appointment, Zhu will
no longer serve as an executive
director but will maintain his
roles as the company director
and financial head of the crane
manufacturer, according to

the filing to Shanghai stock
exchange.

MOL invests in US e-fuel producer

HIF

MITSUI OSK Lines has invested

in US-based e-fuel producer HIF
Global to finance the latter’s
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expansion of e-fuel projects in the
US, Australia, Chile, and Uruguay.

MOL made the equity investment
via its US-based subsidiary MOL
Clean Energy.

The companies did not disclose
the exact investment amount,
although HIF said it secured
$220m in total equity investments
in 2024. Two other Japanese
companies have invested in HIF
this year including energy supplier
Idemitsu Kosan and the Japan
Organization for Metals and
Energy Security (JOGMEC).
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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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Contact us today on +44 20 7017 5392 (EMEA) / +65 6508 2428 (APAC) /
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