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Black Sea war risk rates 
heading north after 
Russian attacks

WAR risk rates for Black Sea calls have risen sharply in the wake of 
three Russian attacks on vessels in four days earlier this week, and 
look set to go higher still, according to market sources.

However, they also report few takers for the cover, which may point to 
increasing use of low-value, self-insured vessels on the trade.

The worst of the incidents came during a missile strike on port 
infrastructure in Chornomorsk, which killed at least seven people and 
injured 11 others.

While not the main target, Panama-flagged boxship Shui Spirit (IMO: 
9216729) sustained collateral damage, the Ukrainian government 
confirmed.

There were also separate attacks on ships laden with grain on Sunday 
and Monday. The debate now is whether this marks a deliberate turn 
toward targeting merchant tonnage, which Russia has previously 
threatened to do.

Underwriters are quoting in the region of 1% of hull value, up from 
about 0.7% last week, stripping out no claims bonuses and repeat 
business discounts.

“I would expect at least this increase. There is definitely a much-
heightened risk,” said one Lloyd’s underwriter.
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“There isn’t much traffic that we are seeing, so I 
haven’t been asked to offer terms in the last 10 days,” 
he added.

Another underwriter confirmed that picture, with 
no significant interest from his clients in calls to 
Odesa over the last period.

Priced in
An underwriter at a managing general agent said 
that isolated incidents were considered priced into 
Black Sea war risk rates.

But the model did not reflect the new heightened 
frequency of multiple attacks now occurring.

“The reality, as of today, is that rates are going to be 
north of 1% in light of the third attack in the space of 
a week and fifth in a month and could go quite a lot 
higher if the recent trend continues or escalates,” he 
said.

“Shipowners need to brace themselves for paying 
higher premiums for vessels calling into Ukraine, 
as there is both proven capability and intent by the 
Russians to undermine the confidence of vessels 
calling in. Experience tells us this could continue to 
gain pace as well.”

Black Sea war risk rates have varied widely since 
Russia entered Ukraine in February 2022.

In the opening weeks of the conflict, underwriters 
were sometimes asking for a prohibitive 10% of hull 
value, sparking complaints of price gouging from 
shipowners.

But rates subsided to about 3% after Türkiye and the 
United Nations brokered a grain corridor deal a few 
months later in July, enabling the continued export 
of Ukrainian grain to avert shortages in emerging 
markets.

Insurers took an undisclosed hit, probably around 

$400m on informed guesses, on the anniversary 
date of the conflict, as dozens of trapped vessels 
were declared total losses after 12 months 
deprivation of use.

Towards the end of 2023, the Ukrainian government 
agreed to take the first slice of any loss, allowing 
underwriters to cut rates, while still making a 
commercial profit, pushing breach premiums down 
to around 0.7%.

Market reaction to the Russian attacks and 
consequent stronger risk perception lies behind the 
latest jump.

Ongoing grain trade with Ukraine is now dominated 
by smaller and older bulk carriers and general 
cargoships, with low hull value and thus minimal 
premiums.

Some underwriters believe that many owners 
accepting such fixtures are not buying war 
insurance, on the grounds that their ships are worth 
too little to justify the outlay.

While insurers are concerned about deliberate 
strikes on vessels calling to Ukraine, security 
and risk analysts are yet to say there has been a 
definitive change to Russia’s Black Sea strategy. 

Consecutive attacks that see ships damaged are 
unusual, but vessels berthed in Ukrainian ports 
have always been at risk of becoming collateral 
damage. 

The majority of recent attacks appear to be the result 
of unfortunate circumstance and not the intended 
targets of strikes. 

It is possible that the Russians are being deliberately 
more reckless when it comes to attacks with 
increased disregard for the safety of vessels in the 
area.

WHAT TO WATCH 

The lessons of Panama Canal drought for 
future shipping routes
THE historic Panama Canal drought is over. Now 
it’s time to assess how long it will take for traffic to 
fully recover, what are the lessons learnt, and how 

shipping can navigate the next drought, which will 
surely come.



Lloyd’s List | Daily Briefing  Monday October 14, 2024 Page 3

Ship agents shifted from a more passive role to 
proactive problem solvers amid the water crisis. For 
perspective on how the drought played out and what 
happens next, Lloyd’s List spoke with Alexei Oduber, 
managing director of GAC Panama.

Oduber gave his views on prospects for the main 
segments — containerships, LPG, LNG and dry 
bulk — as well as his take on the Long-Term Slot 
Allocation (LoTSA) programme introduced by the 
Panama Canal Authority (ACP), and the Rio Indio 
reservoir project, which is designed to inject much 
more water into the system in the medium term.

A key message for shipping today, said Oduber, is 
that the canal is being underutilised. There are more 
daily slots available than actual transits.

“On any given day, one to two transits are not being 
used,” he said. “You can transit through the regular 
booking process. You’re not going to auction.”

Container shipping
Container lines faced major disruptions due to the 
drought. First, draught restrictions forced liner 
operators to transit with fewer containers. Then 
transit reductions forced Asia-US east coast services 
to the Cape of Good Hope.

The liners handled the disruption very well, and 
their experiences will help them in the next drought, 
said Oduber.

“The malleability of the shipping industry and its 
ability to adapt is remarkable. We lived through 
it during Covid, when the Panama Canal was a 
solution, but this time was different, because the 
canal was the problem. We were the bottleneck.”

He said the drought was a good “teaching lesson” for 
the ACP because the canal authority realised “it can 
only go so far”, and saw “how elastic” ship routing 
can be. In other words, once liners face too many 
hurdles, they can find another way.

When draught restrictions forced carriers to limit 
the number of containers on board their ships, 
they used the transhipment hubs on both coasts 
of Panama, and cross-isthmus rail and road 
connections to bring boxes to the other side.

When transit restrictions curtailed services, liners 
used slot-sharing agreements to maximise flows 
on services that remained, increased use of rail 
and road connections across Panama, used more 
Caribbean transhipment hub capacity for services 

that shifted to the Cape of Good Hope, and tapped 
the cross-Mexico railway system.

The net result, given liners’ deft ability to reroute, 
was that the ACP and shipping customers are now 
“working together more to fix the problem”, said 
Oduber. “One of the lessons learnt is that Panama 
needs to listen to the market.”

The LoTSA programme — which allows ship 
operators to have certainty on future transit costs 
and schedules — “is one example of listening to the 
market”, he said. Container shipping bids for the 
LoTSA programme, which covers bookings via the 
neopanamax locks in 2025, were fully subscribed.

LPG shipping
Very large gas carriers that transit the neopanamax 
locks shifted away from Panama during the drought. 
Delays caused VLGCs on backhauls to miss their 
laycans in the US Gulf, prompting owners to switch 
to the Cape of Good Hope for ballast runs from 
Asia. VLGCs switched to the Cape of Good Hope for 
fronthauls as well, as the situation worsened.

VLGC economics were also heavily impacted by the 
auction process, with one LPG operator paying $4m 
for a transit in November 2023 and many others 
paying $1m-$2m in 1H24.

According to Oduber, VLGC owners “were basically 
obligated to pay these outrageous amounts — 
millions — for a transit to be scheduled. They were 
very upset. They thought, ‘This is the only way to get 
through? It’s not right. It’s not fair.’

“I think the canal has now realised that yes, this is 
income, but this is not sustainable nor desirable. 
They’ve realised, in my opinion, that they don’t want 
to be seen as an auction-only product. They want to 
be seen as a reliable and certain product.”

He said that “many of the LPG and LNG players 
have now become accustomed to the route 
around the Cape of Good Hope — it works and it’s 
predictable. They have certainty.”

Even so, LoTSA programme slots have been fully 
subscribed by LPG and LNG companies. The long-
term booking process will be “extremely helpful for 
LPG and LNG because they know they’re not going 
to be subject to a volatile auction process”.

Oduber opined that once LoTSA is in place, it could 
be further improved by switching from an annual 
period of bookings to quarterly. He recounted 
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a recent conversation with a client who did not 
participate in LoTSA. “I asked what would work for 
you? He said: a shorter window.”

Consider the case of the VLGC market, which is 
highly volatile, and is a tramp not liner business. 
The complication with booking a long-term window 
a year out is that the VLGC market could be terrible 
by then. “If that happens, you’re stuck with the slot 
and have to pay 100% of the fee,” noted Oduber.

Neopanamax VLGC transits — as with neopanamax 
containership transits — have now rebounded to 
pre-drought levels. Many VLGCs “are transiting 
the Panama Canal northbound, on the empty leg, 
through the normal booking process. They’re not 
going to auction.”

And there’s room for more, said Oduber. The biggest 
challenge is to convince the shellshocked VLGC 
segment that “space is available so there is an 
opportunity here”.

LNG shipping
LNG shipping, unlike LPG and container shipping, 
has failed to return to the neopanamax locks 
following the end of the drought.

LNG cargoes from the US Gulf shifted toward 
Europe and away from Asia in the initial aftermath 
of the Russia-Ukraine war, but no longer. Most US 
cargoes are once again headed to Asia, but they have 
overwhelmingly stuck to the longer Cape of Good 
Hope route.

According to Oduber, this is not only because LNG 
shippers have become comfortable with that route, 
but also because LNG carriers face more transit 
restrictions in the canal than any other vessel 
category.

“LNG shipping is heavily restricted in the Panama 
Canal, with the highest precautions and no night 
time transits because of the nature of the cargo. 
It is limited for booking allocation purposes to 
two transits per day, one southbound and one 
northbound, or two northbound.”

The canal will become a more attractive option 
to LNG shipping when the ACP is comfortable 
enough from a safety perspective to “allow more 
flexible transit operations” and offer “two or three 
southbound transit slots per day, including a night 
time transit”.

Even without such an increase, the LoTSA 

programme should support more LNG carrier 
transits next year, he added.

The need to cater to LNG shipping customers is 
about to intensify. An enormous amount of LNG 
liquefaction capacity is under construction in the US 
Gulf states, with US LNG exports poised to double 
between 2024 and 2028. Some of that new volume 
will go to Europe, replacing Russian pipeline gas, 
but much will head to Asia, creating a future growth 
opportunity for the canal — if it can handle more 
LNG ships.

Oduber highlighted the importance of the Rio 
Indio reservoir project to support future LNG 
carrier transits in the medium term. The project 
will happen “without a doubt”, he affirmed. It is 
scheduled to boost the canal’s water supply when 
completed in five to six years.

“That solution will provide assurances that we will 
have water reserves during the summer, which 
would in turn allow a higher commitment for LNG 
transits. The [US] LNG production process will 
come into play earlier than that, probably as early as 
two years from now, so in the meantime, the canal 
is using better water utilisation systems to allow for 
15% to 20% less water per transit.”

Dry bulk shipping
Dry bulk was yet another shipping segment heavily 
impacted by the drought. Restrictions caused a 
major shift of US Gulf grain aboard panamaxes to 
the Cape of Good Hope, as well as a rerouting of US 
crop exports to Pacific ports.

Bulker transits through the canal have increased 
over recent months, and there is speculation that 
there will be a wholesale return to the Panama 
Canal in the upcoming US grain export season in 
late 2024 and early 2025. If so, this would have a 
negative effect on panamax spot rates due to lower 
tonne-miles.

Oduber does not see this happening, based on his 
conversations with customers.

“The bulkers were affected in two ways during the 
drought,” he said. “One was that the panamax-plus 
vessels with beams that could transit either the 
neopanamax or panamax locks were taken out of the 
auction process and they were not getting a reliable 
product.

“The second part was that bulkers’ ranking is very 
low,” he added. The canal uses a customer index 
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based on frequency of transits and amount of toll 
payments, with containerships ranking highest. 
“Dry bulk’s ranking is very low because it doesn’t 
have the combination of high frequency and high 
tolls, which made them very disadvantaged when it 
came to competition [for slots].

“And of course, when the market turned to auctions, 
bulk carriers do not have the economics to support 
$2m auction fee. So, it was a triple-hit.

“We are seeing a bit of a return of some bulk 
carriers, but it’s a modest return. In my opinion, 
they’re being cautious,” he said. In the upcoming 
grain export season, he expects many to “sit back 
and watch”, then return the following season if all 
goes well.

“I think it’s just too late for the market to take a 
gamble on transits out of the US Gulf for this season. 

It was a big slap [during the drought]. I don’t think 
they feel comfortable enough yet.”

Oduber believes the ACP’s bulker business would 
benefit from more segmentation within the booking 
process — by specifically reserving slots for dry bulk 
in light of its inherently low ranking on the customer 
index — as was done temporarily when drought 
congestion was extremely high.

He also believes bulkers should be offered special 
deals, given that all the available transit slots are 
still not being used.

“If a bulker was to show up and want a transit, give 
them a $45,000 booking as a kind of last-minute 
sale. It should be a manageable solution, for this 
segment only, with certain conditions. The canal has 
the capacity.”

UK strengthens sanctions regulator as 
scrutiny of maritime sector intensifies
THE UK government has promised penalties for 
companies breaching Russian sanctions after it 
launched a new unit armed with enhanced powers 
and a more “robust enforcement” mandate to crack 
down on businesses failing to comply.

The new Office of Trade Sanctions Implementation, 
launched on Thursday, will have powers to publish 
information about sanctions breaches and impose 
civil monetary penalties on companies.

The government unveiled the new unit as it 
confirmed that more than 50 UK-linked businesses 
have been investigated for potentially breaking 
Russian oil sanctions.

A freedom of information request by the BBC found 
that 37 of those investigations were still live as of 
August and 15 had concluded, but no fines had been 
imposed.

Lloyd’s List understands that much of the 
government’s focus in the current investigations is 
directed towards maritime services companies and 
their role in oil price cap trades.

Government officials have stepped up industry 
interactions on the topic of potential sanction 
breaches, with several key figures in the UK 
maritime insurance and financial services sector 
confirming that meetings have taken place over 
recent weeks. 

Unclear on practical enforcement 
While the tone of the meetings has been positive, 
it is not clear how the new sanctions unit is going 
operate in practice and a more complex regime now 
seems inevitable.

OTSI’s responsibility for civil enforcement sits 
alongside HMRC’s existing criminal enforcement 
powers. 

In addition, HMRC still has its enforcement 
responsibilities as the UK’s customs authority and 
also for enforcement of trade sanctions relating 
to strategic goods and technology. Likewise, the 
Office of Trade Sanctions Implementation still has 
responsibility for enforcing the oil price cap.

OTSI was itself only launched in December last 
year as a unit within the UK Treasury, billed by the 
government of the day as “a new unit to clamp down 
on companies circumventing sanctions on Russia”. 
OTSI has been launched as part of the Department 
for Business and Trade.

“The creation of OTSI does demonstrate the 
continued desire on the part of the UK government 
to enforce sanctions, with OTSI’s stated priorities 
including not only raising awareness of trade 
sanctions and supporting businesses with trade 
sanctions compliance but also detecting and 
responding to suspected breaches, including taking 
appropriate and proportionate enforcement action 
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where necessary,” said Daniel Martin, a partner who 
advises traders, shipowners, insurers and brokers on 
sanctions at law firm HFW.

“However, it also shows the increasing complexity 
not only of sanctions compliance but also of 
sanctions enforcement. While at first blush OTSI 
might appear to have a broad remit to enforce all 
trade sanctions, in fact some powers have been 
reserved to other agencies.”

While the UK has recently been issuing more 
targeted sanctions directly naming specific ships 
and companies involved in Russian trades, the 
effectiveness of the measures has been limited. 

Analysis of vessel movement data for tankers 
targeted by US, EU and UK sanctions regimes shows 
that 82% of those tankers given US designations 
so far in 2024 had halted trading a month after the 
sanctions were imposed.

By contrast, nearly half of the tankers targeted by 
the UK government and one-third of those with 
EU measures against them continued trading, 
apparently unimpeded by the sanctions.

Unenforceable price cap
The effectiveness of the G7 price cap policy, 
introduced more than a year ago in an attempt to 
keep Russian crude on the international market 
while undermining the Kremlin’s ability to finance 
its war in Ukraine, was examined earlier this year by 
a Parliamentary Treasury Select Committee.

As part of that process, the International Group of 
P&I Clubs told the government that the “flawed” 
policy was “increasingly unenforceable”.

While that committee also received evidence that 
the oil price cap is being evaded by refining Russian 
oil in refineries based in third countries and then 
the oil is being exported into the UK, the final report 
was never published.

Parliamentary committees are disbanded once an 
election is called and a new committee has not yet 
been convened.

However, government officials, including the 
maritime minister Mike Kane, have been directly 
involved in meetings with insurers since taking 
office where the price cap has been the main focus of 
conversation.

“They are not telling us too much, but clearly it is 
high up on their agenda right now,” commented one 
industry official who was present at the meetings.

Government scrutiny is being ramped up just as 
mainstream media scrutiny is also focusing on the 
UK links to Russian oil trades.

Braemar shares slumped more than 9% during 
Thursday trading to their lowest level since April, 
after the UK shipbroker was named in Financial 
Times article this week in relation to nine complex 
ship purchase deals involving a UK-based financier 
ultimately financed by Russia’s second-largest oil 
producer, Lukoil.

OPINION

The View: Will it take a ‘Prestige’ moment to 
tackle the dark fleet threat?
SHIPPING has generally waited for a big, messy 
disaster before it acts to improve a known problem.

Progress is born out of expensive disasters, death 
and pictures of oily birds.

The fallout from the Erika (1999) and the Prestige 
(2002) casualties in Europe spawned a generational 
regulatory crackdown that continues to reverberate 
through the industry today.

It may take something similar to tackle the threat 

posed by the *dark fleet. 

Russia’s circumvention of Western sanctions via a 
growing vintage fleet of ships is an ecological and 
financial time bomb. 

These ships are operating with inadequate or no 
P&I insurance while transporting vast volumes 
of crude oil on high-traffic routes through narrow 
straits close to shorelines, with their Automatic 
Identification System turned off to conceal their 
location.
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The cost to coastal states of cleaning up after a 
dark fleet tanker oil spill in southeast Asia could hit 
$1.6bn, Finland’s Centre for Research on Energy and 
Clean Air said on Friday.

If that scenario played out across a European 
coastline, the cost would be a minor concern 
compared to the political fallout that would 
inevitably ensue.

The G7 price cap policy, introduced more than a 
year ago in an attempt to keep Russian crude on 
the international market, while undermining the 
Kremlin’s ability to finance its war in Ukraine, is a 
flawed regime.

But the biggest flaw is not the over-reliance on 
self-declared “attestation” documents, or the fact 
that the rules are being routinely circumvented via 
an international game of regulatory whack-a-mole. 
No; the biggest issue is that everyone knows these 
sanctions have fundamentally undermined the 
rules-based order upon which trade relies.

Sanctions have weakened safety standards, leaving 
hundreds of vessels operating outside of the 
mainstream standards and institutions that had 
collectively improved reduced casualties year on 
year for decades.

They have created an expensive, convoluted series 
of obstacles for the shipping industry to navigate its 
way around.

When a dark fleet Prestige rustbucket fills the 
English Channel, it will not be possible for any 
government to claim they didn’t see this coming. 

A billion dollar claim, or even two billion, would 
certainly have an impact in Asia. Clean up costs 
would come out of state budgets and cause 
political problems higher up. When the ‘insurance’ 
is revealed to be worthless it would cause 
embarrassment certainly, but would it stem the flow 
of Russian oil? 

A European spill on the scale and visibility of 
Prestige would demand a change.

When the 26-year-old, structurally deficient 
aframax Prestige, burst a tank on November 
13, 2002, the French, Spanish and Portuguese 
governments all refused to allow the ship to dock. 
When the 77,000 tonnes of heavy fuel oil it was 
carrying ended up smeared across the Galician 
coastline, it prompted a decade of political 
discussions as to the credibility of those decisions. 

A dark fleet Prestige would demand action. 

Pockets of dangerous, substandard shipping have 
always existed. But the sanctions regime, as we 
have it,m currently has inadvertently created the 
conditions that allow an operating model with even 
lower costs, minimal scrutiny and illusory insurance 
cover to take hold.

That is dangerous and needs proper political 
attention.

The fact that the dark fleet poses a significant risk to 
lives and the environment has been well understood 
for some time now. Insurance giant Allianz pointed 
out in May that shadow fleet tankers were linked to 
more than 50 accidents. Its authors fully expect next 
year’s tally to be significantly higher. The chances 
that one or more of them will be significant are not 
nugatory.

The boxship that brought down the Francis Scott 
Key bridge in Baltimore has caused a significant 
political backlash in the US. But at least it was fully 
insured. The dark fleet tanker that spills two million 
barrels of Russian crude in the Channel probably 
won’t be.

* 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.

Wista at 50: Has the diversity debate really 
moved on? 
THE Women’s International Shipping & Trading 
Association was formed 50 years ago, when a 
handful of female brokers met over lunch in London.

When they founded what is now a global 
organisation with the aim of attracting women to 
the industry and closing the gender gap in shipping’s 
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boardrooms, they may well have hoped it would be 
obsolete five decades on.

But shipping still lags behind other sectors when 
it comes to female representation. Just 15% of 
executive leadership roles are held by women, 
compared to just under 30% globally in the latest 
‘Women in the Workplace’ report by consultants 
McKinsey. Even more alarmingly, just 2% of the 
world’s seafarers are women.

These numbers are not new. They have been covered 
at length, including in this publication.

If you attended the Wista annual conference in 
Limassol, Cyprus this week, your shock at these 
figures might be forgiven though. There, hundreds 
of women in senior leadership positions gathered to 
discuss the challenges shipping is facing.

The overriding adjectives to describe the mood? 
Frustration and exhaustion. Exhaustion after 
decades of fighting for equality and frustration 
that their industry continues to be a laggard in the 
overdue race to diversify.

Aqua shipbrokers founder Aysu Gurgan called her 
struggle for acceptance and respect “a psychological 
war”.

“You know what is heartbreaking?” she asked. “It’s 
that we’re still talking about gender equality. Why do 
I need to be fighting for something that I deserve by 
birth?”

Columbia Shipmanagement chief executive Mark 
O’Neil questioned the very existence of Wista at all 
in a terse exchange in one session.

“What we have here is probably an anachronism as 
well. Credit to Women in Shipping for raising the 
whole issue of equal treatment. But I would like 
to see a DISTA — a diversity in shipping, or even 
people in shipping,” he said.

O’Neil said he had asked “Gen Z women” in his office 
why they were not at the conference in Limassol, 
who told him they felt the debate had “moved on”.

Wista has been careful not to make its conference 
a diversity-fest. In its view, the only time women 
speak on stage should not be for sessions on 
diversity and inclusion.

Wista International president Elpi Petraki said her 
organisation’s panel sessions “talk about matters 

that matter to the industry, not about diversity”.

“This is not why we are here”.

She explained that often she had been approached to 
sit on event panels and talk about diversity, and not 
her 25 years’ experience in maritime.

“To have a panel of four or five women talking on 
diversity is not diversity,” she said.

International Maritime Organization secretary-
general Arsenio Dominguez said the days “are gone 
when it was perceived that the only reason for Wista 
to meet was just to gather women and look forward, 
or highlight that it was still underrepresented”.

He told the conference that he, nor any other IMO 
staff member, would participate on an all-male 
panel. A welcome policy that demonstrates tangible 
action that leading shipping organisations can take, 
especially when, as Dominguez highlighted, just 10% 
of speakers at a recent UN Security Council meeting 
were women.

Talk is far cheaper than action though, especially 
when it comes to gender equality in shipping.

Petraki said ESG had become “fashionable” and 
necessary for big companies. She complained that 
many talk a good game, but often fall short of 
commitments.

“We look a bit further and ask them ‘what do 
you really mean?’ and ‘can you show me your 
numbers?’,” she said.

She explained that Wista itself had been fearful 
of accepting corporate partners whose motive is a 
healthy annual ESG report.

Mountain metaphors are usually reserved for 
shipping’s decarbonisation battle. They could easily 
apply here. The mountain in this sense is not just at 
risk of not being climbed, but bypassed altogether by 
the next generation of potential employees.

While the words of support from the President of 
Cyprus were welcomed by the room, the mention 
of his four daughters when pledging his “personal 
commitment” towards women in maritime was met 
with several wry smiles in the proceeding coffee 
break. Are daughterless men unaware of centuries of 
inequality in our industry?

Such attitudes are at odds with what the next 
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generation of shipping employees demand and 
expect. O’Neil’s assertion that they feel the time 
for talking about diversity has been and gone could 
well be valid, but shipping has so much ground to 

make up that if it doesn’t start acting, those future 
employees will simply bypass it and move to an 
industry that does, not promises to do.

ANALYSIS

Bab el Mandeb and Suez transits hit fresh 
lows in September 
TRAFFIC through the Red Sea’s chokepoints 
stalled in September, highlighting the difficulties 
international military forces face in making the 
region safe enough for shipping’s return.

Transits through the Bab el Mandeb and Suez Canal 
fell to new lows last month, down to 876 and 868 
passings, respectively, according to analysis of 
Lloyd’s List Intelligence AIS data.

After the initial mass exodus from the shipping 
lane that borders the Houthi-controlled territory, 
passings fell slowly for six months before a 
surprising bump in traffic was recorded in August.

Transits through the Bab el Mandeb in September 
fell 11% month on month and are 62% lower than in 
September 2023.

When measuring the traffic by dwt the difference 
year on year is nearly 70%.

Suez Canal traffic likewise recorded a new low in 
September, down 57% compared to the same period 
last year.

The figures reveal the difficulties governments and 
militaries face in trying to protect and uphold the 
freedom of navigation in the Red Sea.

The US, sometimes through joint operations, has 
conducted hundreds of airstrikes against Houthi 
targets in Yemen designed to degrade the militant’s 
groups weapons capabilities.

This has failed to put an end to Houthi attacks and 
over 100 incidents have been reported since the 
Houthis started to make threats against shipping 
last November, according to the Joint Maritime 
Information Center.

“I’m not sure military activity has made any 
difference,” said Martin Kelly, head of advisory at 

EOS Risk Group.

“Maybe the slight, temporary degradation of Houthi 
attacks by taking out radars, weapons storage 
facilities and launchers, however the stats speak for 
themselves.”

The most recent incident was an attack on the 
Liberia-flagged tanker Olympic Spirit (IMO: 
9327097) in the southern Red Sea on October 10.

The vessel was subject to multiple missile attacks.

Joint naval operations are active in the Red Sea, but 
their efforts have not been enough to reassure large 
swathes of the shipping industry that it is safe to 
return to Bab el Mandeb transits.

That is not to say though that the task forces have 
not served a purpose.

“It depends on what you consider the primary 
objectives and how you measure success,” said Mike 
Plunkett, senior naval platforms analyst at Janes.

“Houthi attacks have not stopped, Red Sea traffic 
has not returned to normal, but transiting merchant 
ships have been protected from attack.”

Although traffic is down about 60% through the 
Bab el Mandeb, each week over 200 ships make the 
decision to pass through.

Some vessels are opting to transit with their AIS 
data disabled, known as dark transits.

It accounts for a small number of total traffic 
though, representing 5% of transits in September.

“Looking at the ships that are transiting with AIS 
on, that’s virtually only ships which do not fit the 
Houthi targeting criteria,” said senior analyst at Risk 
Intelligence Dirk Siebels.
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“Many dark transits are conducted by vessels that 
are either escorted by Aspides or those that may 
actually be targeted, as demonstrated by most of the 
recent attacks.”

Containerships, such as those chartered by CMA 
CGM, and crude oil tankers accounted for most of 
the dark transits last month.

JMIC reports that only 13% of attacks or incidents 
involving merchant vessels are successful when AIS 
was off.

Operation Aspides has reported that for missile 
attacks only 6% were successful on vessels that had 
their AIS disabled.

“Not broadcasting AIS may make it somewhat less 
likely to be struck by a missile, but the same isn’t 
true for aerial or naval drones,” said Siebels.

The disablement of AIS could make it more difficult 
for vessels to be located if there were an incident, 
which would delay responses, he added.

New risk landscape emerging for shipping  
THE underpinnings of resilience in the shipping 
industry are under threat, despite the apparently 
stable situation the industry faces today.

“Forecasts for the global economy look quite 
benign,” Drewry Shipping Consultants managing 
director Tim Power told the International 
Association of Ports and Harbours’ World Ports 
Conference in Hamburg.

“You would be forgiven for thinking there are no 
wars and there is no geopolitical tension, just stable 
and moderate growth.”

Although China was not what it once was and was 
no longer driving the world economy, US growth 
remained strong. The “colossal spike” in energy 
costs following Russia’s invasion of Ukraine had now 
moderated, feeding through into lower inflation.

Not even the escalating tension in the Middle East 
had put a dent in the optimistic outlook yet, Power 
said.

But he warned there were a number of short-, 
medium- and long-term threats emerging, some of 
which could fundamentally change shipping.

In the short term, there was a risk overcapacity in 
several sectors, particularly containerships and LNG 
carriers.

The containership orderbook of 23% of the existing 
fleet was coming up against a 5% annual growth 
rate.

“Despite the help of the Red Sea crisis, the 
containership market is at mid-term risk,” Power 
said.

While the Red Sea crisis had improved freight 

rates and absorbed around 10% of capacity, it 
demonstrated the resilience of shipping in its ability 
to reroute around blockages.

But if that came under further pressure, the 
situation could become more fraught.

“One of the factors that has made shipping so 
resilient is freedom of navigation,” Power said. “But 
if that becomes seriously restricted the industry will 
face serious difficulties.”

Shipping had benefitted from a relatively open 
trading system for a long time.

“If we go into a world with high degrees of 
protectionism, that will seriously undermine trade 
and affect the resilience of this industry.”

There had already been challenges from the 
restrictions on the Panama Canal and the effective 
closure of the Suez routing for east-west trades.

“There is a risk of a much greater impact if the Strait 
of Hormuz were to close even for a short time,” 
Power said. “The steady escalation of the conflict 
with Iran means that is now no longer off the table.”

Freedom of navigation could not be taken for 
granted anymore, he added.

Another short-term threat was that of regulatory 
distortion as part of the energy transition and 
related regulation.

“For ports, the EU Emissions Trading System has 
distorted transhipment already,” Power said.

“If a vessel is going from a third country to another 
third country, and has a choice of transhipping is 
Tanger Med or Algeciras, it won’t go to Algeciras 
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anymore. This is undermining the volumes of 
European transhipment hubs, an unintended effect 
but a real one.”

The fuel levy being contemplated by IMO would also 
inevitably result in higher shipping costs.

“When it comes to fuel choices, it becomes clear how 
beneficial cheap, easily transportable fossil fuels 
have been,” Power said.

“If you think of ammonia, it is highly toxic, and if 
burned can release NOx. Can we be sure it will have 
the emissions reductions claimed?

“There is no such thing as a free lunch when it 
comes to maritime fuels, which is a huge source of 
risks for shipowners and ports. Will you make the 
right choice? It is currently impossible to know, as 
Maersk has found out with its decision to go back to 
LNG.”

Further out, the transition to a lower-carbon 
economy will change the face of shipping and the 
cargoes it carries.

“Coal is one of the principal cargoes carried by the 
bulk sector,” Power said.

“When that goes, what will you do with you 
capesizes? What will you do with VLCCs as the 
crude oil trade gradually unwinds? What will that 
mean for terminals that have been built for oil and 

coal products?”

Discussion around decarbonisation assumed that 
maritime trade would be a little different but largely 
the same, he said.

“That is not inevitable.”

Power suggested one possible outcome could see 
a combination of geopolitics and trade disputes 
pushing production closer to consumption in 
order to make supply chains more resilient. A 
sustained rise in shipping costs could also make 
intercontinental shipping too expensive for many 
goods.

“A combination of those two could act as a tipping 
point that says the globalised trade network that we 
have had up to now actually doesn’t work anymore.”

In energy trades, one scenario would see more 
localised energy production using renewables.

“Energy could become a local phenomenon,” Power 
said.

“You use the renewables you have to generate the 
energy you need, and energy trades as we have 
known them cease to be.

“In the long-term, for the first time we could see a 
decline in global maritime trade and stranded assets 
at sea and in port.

BV ready to push class society boundaries 
with decarbonisation drive
BUREAU Veritas is looking to push boundaries of 
classification societies by increasing its advisory 
service revenue in key areas such as decarbonisation 
and digitalisation to help shipping companies 
better cope with such challenges, while maintaining 
its market share in its core business of testing, 
inspection certification.

“The shipping orderbook for all class societies are 
at record highs and we’re at a great time for the 
business right now. So our core business will remain 
a big part of our work going forward,” BV Marine 
and Offshore’s new director of strategy, M&A and 
sustainability Suba Sivandran told Lloyd’s List in an 
interview.

“But those other priorities around sustainability, 
cyber security and digitalisation are areas that we 
are investing in, and we will continue to invest in 

those areas to remain relevant, but also to make sure 
that we are pushing the boundaries in what class 
societies could become,” Sivandran said.

Having worked at BV as business development 
manager in 2012, Sivandran rejoined BV in June 
2024, only three months after the company 
launched its 2028 strategy called Leap. BV’s aim 
with the new strategy is to increase the share of 
revenue from markets that it has a leading position 
in such as marine and offshore, the company said.

“We want to increase share of advisory revenues, but 
that wouldn’t be done at the expense of pulling back 
on our core business,” Sivandran continued.

BV’s marine and offshore division made up for 8% of 
the firm’s total revenue of €3bn ($3.3bn) in the first 
half of 2024. It had the fifth biggest share among 
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shipping class societies in 2023 in terms of gross 
tonnage, according to Lloyd’s List Intelligence.

“There are very different ways that class societies 
approach the market and different levers that they 
are using, whether that’s through M&A or organic 
growth. And for us, it’s about solid core business, but 
making sure that we are looking at those adjacent 
areas to grow in and at the same time keeping an eye 
on the future and what could really transform the 
business,” Sivandran added.

BV set up a new future shipping team to better 
coordinate its maritime decarbonisation efforts.

“The future shipping team is a network of people. 
But it’s not about having one department owning the 
decarbonisation subject. 

“It’s actually trying to stop the entire company from 
getting involved, as it’s a subject that everyone is 
really passionate about.”

New environmental regulations targeting shipping 
companies increased the importance of providing 
and verifying robust data, especially focusing on 
the EU’s Emissions Trading System and the FuelEU 
Maritime legislation.

The EU requires shipping companies to monitor, 
report and verify their fuel consumption and 
emissions related to EU trade. Major class societies 
had a 90% market share in EU Monitoring, 
Reporting and Verification last year, while 

India-based emissions verifier Verifavia also carved 
out some market share with 5%.

BV increased its market share in EU emissions 
verification to 6% in 2023, moving up to sixth place 
among other verifiers, compared with 5% a year 
earlier that put them in seventh place, according to 
calculations based on total fuel consumption of the 
fleet.

BV recently hired two technical managers from 
Verifavia, as competition to protect market share 
ramps up.

Alternative fuel safety concerns
BV and other class societies have been actively 
involved in providing services to shipping 
companies looking to switch to alternative fuels. But 
concerns remain around the safety aspect of some 
candidate fuels such as ammonia.

BV’s Sivandran believes the industry will work out a 
way to approach ammonia bunkering in a safe way 
to minimise risk, noting that everyone needed to 
play their part to achieve that.

Class societies like BV also provide shipping 
companies with alternative fuel ready vessel 
notations, although there are some concerns around 
the criteria of such certificates.

BV has eight different criteria for alternative 
fuel ready notations, allowing the company to 
differentiate between levels of readiness.

MARKETS

Secondhand ship sales fall as gap between 
values and earnings widens
THE disconnect between vessel asset values and 
freight earnings is reducing the number of sale-and-
purchase transactions across most vessel segments, 
as buyers appear to be taking a more cautious 
approach.

Frank Andersen, head of transactional services 
at leading sale-and-purchase pre-sale inspection 
company Idwal, told Lloyd’s List that despite a high 
number of enquiries for secondhand ships, market 
uncertainities were beginning to have an effect on 
the number of deals being concluded.

“There remains a disconnect between freight market 

earnings and asset prices and buyers are becoming 
more wary of purchasing a ship with a high asset 
value as they anticipate a market downturn,” said 
Andersen, who joined Cardiff-headquartered Idwal 
earlier this year, following a long career at Maersk 
and most recently at Norwegian shipowner Torvald 
Klaveness.

Idwal undertook pre-sale inspections on 45% of 
all ships sold in 2023 and expects to increase this 
to 50% by the end of 2024. The vast majority of 
inspections were for bulk carriers and tankers.

“More shipowners are sitting on the fence and are 
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adopting a wait-and-see attitude. They are looking 
towards the outcome of the US election to see how 
this may affect shipping markets in terms of more 
trade protectionism,” said Andersen.

Standoff between buyers and sellers 
He noted that sellers were not keen to drop prices 
owing to relatively good freight markets. This meant 
most owners had little incentive to sell modern 
tonnage and could hold out for the highest price 
possible.

“Everybody is waiting for the markets to turn,” he 
said. 

Andersen noted that 80% of ships being inspected 
by Idwal were older than 10 years of age. He said 
that any significant downturn in freight markets 
would see buyers choosing the most economical 
ships, which usually meant vessels below 10 years 
old.

“There will be some obsolete ships due to high 
running costs when the markets turn,” argues 
Andersen.

According to Xclusiv shipbrokers, between January 
and the end of September 332 tankers changed 
hands, valued at some $10bn. This represents a 
27.2% decline on the 456 tankers sold in the same 
period in 2023. 

Conversely, bulk carrier sales totalled 612 ships in 
the first nine months of 2024, a 34.5% increase from 
the 455 vessels sold in 2023.

Xclusiv analyst Dimitris Roumeliotis described the 
divergence between vessel values and freight rate 
earnings as a “peculiar phenomenon”.

“This disconnect, particularly pronounced since 
the pandemic, has been exacerbated by geopolitical 
events like the Russian invasion of Ukraine and the 
Houthi attacks, which have led to the avoidance of 
the Suez Canal.”

He said that a primary factor driving this disparity 
was the robust financial health of many shipowners. 

“The pandemic-era boom in global trade, coupled 
with the subsequent surge in demand following 
the Russian invasion, has left many owners with 
substantial cash reserves,” said Roumeliotis, adding 
that this financial security has reduced the urgency 
to sell vessels at any price and empowering owners 
to demand higher valuations.

Roumeliotis said that another contributing factor 
was optimism about China’s economic recovery.

“Despite short-term fluctuations and corrections 
in freight rates, the broader expectation of a strong 
rebound has underpinned a certain resilience in 
vessel values.”

Idwal’s Andersen said that while sales of tankers, 
and, to a lesser extent bulkers, had witnessed a 
noticable dip in recent weeks, there had been a big 
increase in enquiries for secondhand tonnage in the 
offshore segment owing to rising oil prices.

“Everything around energy is seeing much more 
activity and there are expectations this interest will 
be for years to come; the new darling is offshore and 
gas,” said Andersen.

Furthermore, he has noted an increase in pre-
inspection requests for entire vessel fleets, rather 
than single vessels. This could perhaps herald 
an increase in shipowner merger and acquisition 
acitivity.

“For mergers and acquisitions on behalf of sellers, 
we are seeing a lot more of that. The proposition to 
buy a company is getting more attractive, especially 
in the gas sector.” 

He noted that a number of infrastructure funds 
were now looking at the liquefied natural gas vessel 
segmen

Capacity overspill prompts further box rate 
erosion 
CONTAINER spot freight rates have continued their 
steady downward spiral this week following the 
Chinese Golden Week holidays, and with capacity on 
the water far outweighing demand there is only one 
way they’re heading in the near distant future.

The latest Shanghai Containerised Freight Index, 

which took a brief pause last week in account 
of China’s annual festivities, continued its all 
too familiar trend south, falling for a seventh 
consecutive week to 2062.27 points, marking a 
further 3.4% drop on its pre-Golden Week figure.

The depressed theme was apparent on both the 
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trunk Asia-Europe and transpacific trades.

On the Asia-northern Europe route, the SCFI 
dropped back nearly 10% to $2,040 per 20 ft box, 
which is less than half of the price witnessed as 
recently as the closing weeks of August. Similarly, 
the latest Asia-Mediterranean spot price continued 
to weaken, down just under 7% on its previous value 
to $2,369 per teu. Again, however, this has been 
slashed in half in the space of just a few months.

Red Sea rerouting has helped to absorb some 
capacity on the trade, but with demand continuing 
to weaken post-peak season and heading into 
container shipping’s winter lull there is little to 
suggest an uptick anytime soon.

Carriers, as is tradition, have started to introduce a 
series of blanked sailings.

According to Linerlytica, as many as five of the 
regular 18 sailings from Asia to northern Europe 
were pulled last week, with a similar number 
expected over the next two weeks.

“However, the 15% reduction in overall capacity is 
insufficient to address the lower market demand 
and the number of blanked sailings are also lower 
compared to the previous two years,” Linerlytica 
said in its weekly report.

Over on the transpacific trade, where the market is 
still breathing a sigh of relief after the US east and 
Gulf coasts strikes proved short-lived, freight rates 
also continued to fall over the past week and are 
poised for further declines.

Although spot rates showed a little more resilience 
than on the Asia-Europe trade lane, the SCFI still 
showed erosion on spot prices to the US east and 
west coasts of 1.3% and 2.5%, respectively. The 
latest Asia-US east coast spot rate reported by the 
Shanghai Shipping Exchange stood at $4,730 per 
feu, and at $5,554 per 40 ft box to the US west coast. 
This marks a far cry from the prices being quoted 
in early July, when shippers continued to frontload 

cargoes ahead of anticipated industrial action on the 
Atlantic and Gulf seaboards, when spot rates on the 
SCFI approached nearly $10,000 per feu.

The impact of this frontloading has though put 
a dampener on the typical Thanksgiving and 
Christmas rush of cargo. With the majority of goods 
already shipped to US shores, as shippers looked to 
circumvent disruption.

Transpacific spot rates are expected to fall further in 
the coming weeks amid this demand surplus, while 
a lower number of blank sailings than in recent 
years will do little to aid the cause of rate resilience.

Of course, the recent labour resolution in the US 
was still only a short-term fix, with concerns from 
the International Longshoremen’s Association 
over automation still to be ironed out with port 
employers, which could result in further strike 
action in January.

This warning was noted by Christian Roeloffs, chief 
executive of equipment platform Container xChange, 
this week.

“The recent strikes may have ended, but the storm is 
far from over,” he said.

“Given the unresolved issues around automation, 
I believe there are strong chances of another 
disruption in January. The unions strongly oppose 
any form of automation, and this unresolved matter 
raises the likelihood of another strike in January.”

This, he said, could trigger another period of 
unprecedented of frontloading as importers seek to 
secure cargo ahead of potential disruptions.

The advice was to begin contingency planning now.

“This includes securing inventory, diversifying 
supplier networks, and considering alternative 
shipping routes to mitigate delays,” Roeloffs said. 
“Proactive steps like these will be crucial for 
navigating the challenges anticipated in January.”

Adnoc L&S joint venture exercises option for 
two more VLACs at Jiangnan Shipyard
AW SHIPPING, the joint venture between Adnoc 
L&S and China’s Wanhua Chemical Group, has 
recently inked a contract with CSSC’s Jiangnan 
Shipyard to construct two additional very large 
ammonia carriers, scheduled to be delivered by 
2028.

The agreement, which exercises the option included 
in the initial contract for two VLACs signed by the 
two sides in July, comes as the Chinese shipbuilder 
establishes its inaugural office in the Middle East, 
situated in Abu Dhabi.
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In the initial contract, the firm order for two VLACs 
was valued at around $250m in total, with the 
option for an additional two vessels priced at the 
same amount.

The VLAC developed by Jiangnan Shipyard is the 
largest ammonia carrier in the world with a carrying 
capacity of 93,000 cu m, the shipyard said.

The new vessels will be equipped with dual-fuel 
engines capable of operating on LPG or conventional 
fuels. 

These newbuildings demonstrated AW Shipping and 
Adnoc L&S’s commitment to meeting future demand 
for lower-carbon energy sources such as ammonia, 
which were increasingly vital in powering the energy 
transition, said AW Shipping chairman and Adnoc 
L&S chief executive Abdulkareem Al Masabi.

He also welcomed Jiangnan Shipyard’s new 
office in Abu Dhabi, stating that it contributed 

to “strengthening our growing partnership and 
highlighting the robust industrial ties between the 
UAE and China”.

AW Shipping was established in 2020 to grow Adnoc 
L&S’ global operations and strengthen the industrial 
relationship between the UAE and China.

With China’s Belt and Road Initiative, Jiangnan 
Shipyard is actively expanding its operations in the 
Middle East region, president of the shipbuilder 
Xiao Wenlin said at the office opening ceremony.

“Jiangnan Shipyard will take the Middle East 
representative office as a new starting point to 
strengthen cooperation with oil and gas companies, 
shipping companies and other related enterprises 
in Middle Eastern countries, while paying attention 
to the market demands for energy transportation 
and marine equipment,” said Jiangnan Shipyard 
chairman Lin Ou.

IN OTHER NEWS  

New Hong Kong shipping chamber’s 
success could test China’s continued 
trade leadership
THE NEWLY established Hong 
Kong Chamber of Shipping may 
sound like just another shipping 
association, but it has loftier 
ambitions.

Its founder members, including 
CY Leung, a former chief 
executive of Hong Kong who is 
now a Beijing official, made a 
splash at the launch ceremony 
this week by announcing they 
have their sights set on supply 
chain development.

Leung, the chamber’s advisor and 
vice-chairman of the National 
Committee of the Chinese 
People’s Political Consultative 
Conference, said Hong Kong’s 
status as a shipping centre 
could extend beyond vessel 
transportation and terminal 
throughput, focusing instead on a 
much broader industrial chain.

Lack of multi-stakeholder forum 
for decarbonisation leaves shipping 
adrift 
SHIPPING is still groping around 
to find its path to decarbonisation 
and a lack of a forum to bring all 
sides together to find solutions 
is a serious impediment to 
progress, a maritime gathering in 
Malta has been told.

“The main problem in terms 
of synchronising efforts is 
that the International Maritime 
Organization only regulates 
ships,” said John Lyras, a former 
president of the European 
Community Shipowners’ 
Associations and chairman of 
the Union of Greek Shipowners’ 
foreign affairs committee.

“It cannot regulate the ports, the 
fuel-makers, the engine-makers, 
the charterers.

Long-term offtake contracts among 
challenges to alternative fuel 
adoption 
THERE are many challenges in 
the process of building a supply 
chain of alternative fuels for 
shipping.

Prime among these is pricing 
and supply contracts, and the 
tension between shipowners 
and producers of green fuels on 
these two elements was clearly 
illustrated by Swire Shipping 
chief sustainability and energy 
transition officer Susana Germino.

While  producers want owners 
to commit to long-term offtake 
contracts of a specific fuel type 
at a certain price point before 
committing to supply, these are 
sticking points for owners, and 
especially operators of vessels 
predominantly in the tramp 
trades.
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Optionality seen helping future fuels 
pricing challenges
THE emergence of future fuels 
on the market means that 
questions are now being asked 
about pricing and bringing them 
to market. There are, though, 

many factors that complicate this 
fundamental mechanism.

Prime among these is the 
diversity of the fuels and the 
immaturity of many of them on 
the bunker market.

One way of dealing with these 
issues is to provide greater 
optionality, while also providing a 
better way to integrate the market 
signals.

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

 
Please contact: marketingservices@lloydslistintelligence.com

Classified notices follow
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