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Shipping likely to benefit
from Middle East status quo,
barring Trump election
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NEITHER the latest news of an imminent Israel-Lebanon ceasefire
deal nor recent measured actions by Iran and Israel in their tit-for-tat
confrontation, signals de-escalation in the Middle East, and the
conflict is far from over, security and geopolitical experts say.

The prediction, if it proves accurate, suggests promising news for the
shipping industry, which may benefit from another year of absorbed
capacity through Red Sea rerouting, partially contingent on the extent
of Israel’s war objectives.

The bad news is the situation could also escalate at any time,
threatening demand, if big military and political miscalculations occur,
particularly if Donald Trump becomes US president again.

Containment, not de-escalation

Iran’s relatively restrained response after the weekend strikes by Israel,
which reportedly avoided energy and nuclear facilities, no doubt
relieved those worried the two would launch into full-blown war and
even close the Strait of Hormuz.

However, it would be overly optimistic to think this will be the prelude
to the region laying down arms.

“Following the attacks that Israel conducted on October 26 in Iran, we
assess with a low to moderate degree of confidence that there is a slight
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space for de-escalation from the Iranian
perspective,” said Anant Venkatesh, senior analyst
for the Middle East and North Africa at security
intelligence provider Janes.

But the conflict could also flare up again if Israel
strikes Iran once more or if militias supported by
the latter attack Israel again and cause fatalities,
Venkatesh added.

For Paolo Napolitano, head of MENA at London-
based Dragonfly Intelligence, the weekend events
were just a form of “containment” since neither side
really wants war.

De-escalation required tangible frameworks and
mechanisms, such as a ceasefire, which remained
absent, he said.

Although the US and allies have tried repeatedly to
broker an end to the military clashes in Gaza and
southern Lebanon, progress remains piecemeal.
Israel is even reported to be unwilling to seriously
engage until a new US president is revealed.

“I see the Gaza ceasefire as a starting point on a path
towards that de-escalation, but I still do not see a
real interest from either side to get the deal in place
yet,” said Napolitano.

Unwilling

He added that Israel in particular lacked willingness
as it appeared to prioritise state security and
territorial integrity over civilian safety.

News broke on Wednesday that Lebanon’s
caretaker prime minister Najib Mikati expressed
optimism that a ceasefire agreement with Israel
could be announced within days, as Israel’s public
broadcaster Kan released what it claimed to be

a draft deal proposed by Washington outlining a
60-day initial truce.

Napolitano noted the signs of a potential ceasefire
between Israel and Hezbollah in recent days, such as
heightened US diplomatic engagement and reports
that Hezbollah may be willing to drop its demand
for a Gaza ceasefire as a precondition for one in
Lebanon.

“We assess that this is a reasonable possibility as
both actors now seem to show at least the will to

engage in negotiations,” he said.

However, Shady Alkhayer, a fellow Janes analyst
alongside Venkatesh, argued these developments are

Lloyd’s List | Daily Briefing Monday November 4, 2024

unlikely to spur dramatic changes, because Israel
believes it is accomplishing its goals on the ground
and thus feels little urgency to reach a ceasefire
agreement in Lebanon.

Alkhayer said the Lebanese government was likely
to agree to a ceasefire deal based on UN resolution
1701, while Hezbollah will have no choice but to
reluctantly accept it.

The main stumbling block, however, is “clauses
on how to ensure 1701 is properly implemented on
the ground, and particularly Israel’s demand for
freedom of action in the south, which will likely
be rejected by the Lebanese government and
Hezbollah,” he added.

The resolution, passed in 2006, called for Israel to
withdraw its forces from southern Lebanon, parallel
with the Lebanese army and a UN peacekeeping
force taking control of the area.

Israel has said it will not stop military action
until “total victory”. Analysts take this to mean
eliminating security threats from hostile forces in
its vicinity and creating a buffer zone, a lengthy
process.

Although Hamas and Hezbollah, the backbone of
Iran-backed militias, have been severely weakened
with successive killings of top leaders, resistance
continues.

“Hezbollah is a resilient organisation, structured to
withstand losses. They will have replacements for
anybody taken out,” said Suraj Ganesan, another
Janes analyst.

“We assess that there will likely be short term
impacts for taking out the leadership, but this is not
something that Hezbollah cannot weather.”

Experts believe Israel will keep conducting military
operations in the region until satisfied with its war
gains. And Jerusalem’s objectives are adjustable, not
fixed.

Momentum

“From a historical perspective, we have seen that
once Israel gains momentum, they tend to expand
their military objectives, as they did in Beirut in
1982, said Alkhayer.

Napolitano said Hezbollah could also morph into a

more insurgency-type group like the Hamas we now
see in Gaza, continuing to threaten Israeli troops.
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“I think the conflicts are shifting from Gaza to
Lebanon in the north and to Iran in the east, rather
than ending. So it is just moving around the region.”

Resuming Red Sea navigation remains
distant

Meanwhile, the Houthis, also known by their official
name Ansar Allah, who have been disrupting Red
Sea shipping, seem to be expanding their influence,
with the ongoing conflicts in the north providing
them with justification to continue.

While container lines and alliances have drawn up
Red Sea access recovery plans, few genuinely believe
they will be needed soon, said Drewry Maritime
Advisors’ deputy head Jayendu Krishna.

“Everybody more or less expects status quo this
year,” Krishna said. “Even for 2025, the expectation
is no change, despite attacks being more subdued.”

Maersk chief executive Vincent Clerc told analysts
on a call today that the company’s vessels are not
expected to pass through the Red Sea smoothly for
an extended period in 2025.

Last month, Maersk and Hapag-Lloyd announced
that it will commence its Gemini Cooperation on
the east-west trades fully routed around the Cape of
Good Hope in light of the ongoing uncertainties in
the Red Sea, and continued Houthi attacks.

That perception appears also supported by security
experts.

“No situation changes lead me to expect Ansar Allah
will cease shipping attacks or missile and drone
launches at Israel in the immediate to short term —
the next six months — though this depends more

on the broader conflict duration than an arbitrary
time frame,” said James Trigg, senior Janes MENA
analyst.

“The more air strikes and offensives Israel launches
against targets in Lebanon, Syria, and Iran, the
more propagandistic justification Ansar Allah can
draw upon for targeting shipping in the Red Sea and
Gulf of Aden.”

Even if a ceasefire agreement is reached in Gaza and
Lebanon, the Houthis may not cease their attacks in
the Red Sea.

Trigg said the militia had crafted its own

propaganda narrative, claiming these attacks are
also in response to US, UK, and Israeli airstrikes on
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Yemeni locations such as Hodeidah and Ras-Issa.

“So a pathway remains open for Ansar Allah, as a
relatively independent Iranian proxy, to continue
attacks and maintain their own conflict.”

The Houthis opened an office in Baghdad months
ago, with their growing influence even spurring talk
of displacing Hezbollah as Iran’s “Axis of Resistance’
centrepiece.

&

Napolitano said the Houthi shipping attacks could
lessen or pause if ceasefires happen.

“But that does not mean US and Israeli cargo will
pass easily through the Red Sea.”

The rebels could flare up again once finding a
trigger, having tasted their ability to influence global
shipping markets, he added. Moreover, no ground
action seems imminent to significantly limit Houthi
capacity in Yemen itself.

The Trump risk
The US election is another crucial variable that will
steer Middle East developments, analysts say.

While Harris was seen largely continuing current
Biden strategies, Trump was far more unpredictable,
said Napolitano.

His concern is a Trump administration will pursue
a high-pressure approach on Iran, increasing
sanctions to maximise economic damage. And just
one miscalculation in Tehran’s responses could lead
Trump to potentially greenlight Israeli strikes on
Iran without consulting allies.

“I think it is plausible,” Napolitano said.

“The Middle East military landscape today is very
different from when Trump left five years ago. It
is conflict-ridden and a major war could erupt.

A reckless show of force without considering
consequences can no longer be afforded.”

That, if it materialises, could then greatly increase
the of the chances of the Strait of Hormuz being
closed.

According to BRS assessments, the blockage of the
strait poses the biggest threat for shipping because
about 21m barrels per day of crude and products
flow through the international energy chokepoint
daily.
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BRS notes Middle East producers have
expanded alternative crude export
infrastructure in recent years, such as the sm
barrel per day Saudi Aramco pipeline from
Abqaiq to Yanbu and the 1.5m bpd Abu Dhabi

pipeline linking its Gulf and Sea of Oman coasts.

“However, there is no alternative for the roughly 4m
bpd of refined products transiting Hormuz to both
Atlantic and Asian destinations.”

ANALYSIS

More than a blip? Asia-Europe box rates rally
for second week in a row

THE Shanghai Containerised Freight Index posted
double-digit gains in Asia-Europe spot rates for the
second week in a row.

Shanghai-North Europe spot rates came in at
$4,884 per feu for the week ending Friday, up 10%
versus the prior week. In the week ending October
25, SCFI rates in this lane jumped 14% versus the
prior week.

The SCFI put Shanghai-Mediterranean rates at
$5,814 per feu, up 14% this week, topping the 11%
rise the prior week.

“These spot rate increases might well be harbingers
of more increases given the rate increase
announcements [GRIs] from various carriers, with
raises coming both on November 1 and on November
15,” said Lars Jensen of consultancy Vespucci
Maritime in an online post.

Spot rates in other trade lanes are also up, although
by less than in the European trades. According to
the SCFI, Shanghai-US west coast rates averaged
$4,826 per feu, up 1% both this week and the prior
week. Rates from Shanghai to the US east coast
averaged $5,258 per feu, rising 3% both this week
and last week.

Bull and bear cases on spot rates

The bull case for spot rates is that the rebound

of the past two weeks shows that the market has
found a floor and that it can sustainably remain
above those lows, particularly given the threat of a
renewed strike at US east and Gulf coast ports on
January 15, together with an early Lunar New Year
on January 29.

Jefferies shipping analyst Omar Nokta said Friday:
“The strength of late has been more evident on the
Asia-Europe and Asia-Med routes, which were also
the lanes to see the biggest downwards pressure
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after reaching their peak in July. The normal brief
seasonal uptick...appears to be coming sooner,
perhaps due to the earlier start of the Lunar New
Year.”

The bear case is that the recent bump in rates is
unsustainable. The supply-demand balance will
inexorably push rates back down again. Carriers
are intent on using GRIs to temporarily prop up
European spot rates to support their negotiating
position on annual contracts that renew January 1.

According to Xeneta chief analyst Peter Sand:
“European shippers may be spooked by the uptick in
average spot rates on these trades at the beginning
of November, but it is clear the fundamental
direction of the market is headed downward.

“Tender season for new long-term contracts is
already underway for many European shippers, so
it is no coincidence that these are the trades where
carriers are fighting so hard to keep the spot market
elevated in the hope it strengthens their hand at the
negotiating table.

“These desperate efforts by carriers to push up
spot rates are unlikely to succeed for too long,”
said Sand. “It is clear there is still volatility in
ocean supply chains and carriers will point to the
ongoing impact of conflict in the Red Sea, but the
fundamental direction of the market is downward
and the November rate increase is unlikely to stick
for too long.”

Carriers do indeed cite the ongoing impact from
the Red Sea reroutings — an impact that falls more
heavily on Asia-Europe routes than Asia-US routes.

Maersk has stated in several recent surcharge
updates that “the ongoing situation in the Red
Sea...continues to cause industry-wide disruptions,
including delays at ports. We are experiencing
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industry-wide equipment and capacity, as well as
additional long-term costs and strong demand from
our customers.”

On Friday, Maersk briefly announced a four-fold
increase in its Asia-Europe peak season surcharge
effective November 15, to $2,000 per feu from $500
per feu currently.

A Maersk spokesperson told Lloyd’s List shortly
after this surcharge announcement that “this update
has been retracted and should be removed from the
website quite soon”.

WCI and Xeneta indexes
Drewry’s World Container Index (WCI) shows the
same Europe-centric gains as the SCFI, but with

a one-week lag. The WCI showed the upturn this
week, not last week.

The WCI Shanghai-Genoa rate was $3,648 per feu
for the week ending Thursday, up 11% week on week.
The Shanghai-Rotterdam rate was $3,396 per feu,
up 8%. In the transpacific, the WCI put Shanghai-
Los Angeles rates at $4,839 per feu, up 1%, and
Shanghai-New York rates at $5,241 per feu, flat week
on week.

Xeneta provides daily averages for short-term rates.
As of Thursday, Xeneta’s data showed that spot rates
had stabilised and ceased to fall, but its numbers
had yet to show the rate rebound reported by the
weekly indexes.

Wartsila puts its money where its mouth is
with new Royal Caribbean deal

WARTSILA's service deal with Royal Caribbean is
unique in the industry, but as the industry strives
to decarbonise, more are likely to follow, chief
executive Hakan Agnevall told Lloyd’s List.

He said his company was the only one he was

aware of that offered a performance-based service
agreement, such as the one it announced with Royal
Caribbean in this week’s quarterly results, which
will cover 37 of the cruise operator’s vessels over the
next five years.

Agnevall explained the risk involved for Wartsila

in the deal. Baselines on uptime, reliability and fuel
consumption will be agreed with Royal Caribbean.
Any efficiencies and savings that Wartsild can
deliver to those three metrics will be shared between
Royal Caribbean and the Finnish company.

“We take risk on our behalf, because if we don’t
deliver to the targets, we will face downsides,”
Agnevall said.

Wartsila will use AI and machine learning to predict
maintenance needs and minimise downtime.

The operations room at their Vaasa headquarters
could quite easily be mistaken for an air traffic
control tower, dominated by large screens populated
by thousands of dots, each an engine feeding data
for Al to pour over.

Asset diagnostics manager, Isak Linden, explained
that his team has successfully used AI and machine
learning to detect changes to an engine that would
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be nigh on impossible to spot. In agreements such
as the one with Royal Caribbean, every one of those
minute changes now has a dollar value on it, if
Wartsila can prevent a breakdown or save on fuel.

Wairtsila is clearly gambling on its ability to be able
save Royal Caribbean money and ultimately make
some itself. But, in Agnevall’s view, it is a safe bet.

“We are confident in our technology. We actually
have a track record these days in performance-based
contracts. We see that it works for us and it certainly
works for the customer,” he said.

“There is risk and there is reward.

“We are really making strategic bets in the digital
space to support our service business.”

The motivation to achieve greater fuel efficiency

— and therefore fewer emissions — is equal on

both sides under Wiartsild’s agreement with

Royal Caribbean, but Agnevall was clear that
incentivisation alone will not be enough to make the
strides needed to fully decarbonise shipping.

“You could say there are two driving forces:
Regulation and market. There is a small, but
evolving market for green transport. Companies that
are willing to pay the premium for green transport
— that is evolving.

“But right now, regulation is the major driving
force and the regulation is all about creating a level
playing field between the fuels and the so-called
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green fuels, and therefore some type of carbon tax
mechanism is needed to create that level playing
field,” he said.

Red tape lifts fuel costs

He explained that under the EU’s various measures,
conventional fuel would double in cost by 2030 and
be on a par with green fuels by 2035, with the help
of levies.

“We need to create a level playing field and there has
to be a tax mechanism.”

If Agnevall is right (and there are many that share
his view), fuel is only going to get more expensive,

conventional or alternative.

Therefore, wagers like the one Wirtsila has made

with Royal Caribbean, that it can drive down
consumption and split the savings, will only become
more profitable.

Agnevall said Wartsila intended to make more of
these bets and move more of its customers into
performance-related agreements like the one it has
signed with Royal Caribbean.

Reflecting on the company’s third-quarter results,
which he said were “a step in the right direction”,
Agnevall said his company sees “decarbonisation
playing out strategically”.

Service providers could soon find themselves
needing to decarbonise just as quickly as their
shipowner customers, who will shift some of
regulatory pressure from regulation downwards.

OPINION

The View: France shouldn’'t tax CMA CGM

unfairly

THE era in which mainstream centre-left parties
placed slowly roasting fat cat capitalists over an
open fire at the top of their governmental to-do list
lies buried in the pre-Blair and Clinton past.

But if the experience of France is anything to go by,
such tactics are paradoxically back in favour with
the centre-right and green radicals alike.

Over on the other side of the English Channel,
Michel Barnier’s administration is looking for ways
to trim a deficit currently topping 6% of GDP.

It has alighted on the traditionalist plan of securing
an “exceptional contribution” from some 450
companies with a turnover in excess of €1bn

($1.1bn).

Standing in the firing line alongside the likes of
TotalEnergies, L'Oréal, LVMH and Hermes is a
solitary flagbearer for the shipping industry.

As Lloyd’s List has reported this week, CMA CGM is

the only shipping concern that comes anywhere near

that income threshold.

The proposed imposts have been set at 9% of income

next year and 5.5% the year after, on top of standard
corporate taxation, which the carrier believes would
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leave it an additional €800om out of pocket.

For many rich country shipowners, such a demand
would be flat out unacceptable.

For decades now, they have become used to the
widespread availability of tonnage tax regimes
within the EU, as a sop preventing them from
upping sticks to flags that are happy with low flat
fees and no taxes whatsoever.

The availability of such generous tax breaks
undoubtedly represents favourable treatment.
Whether shipping deserves the kid gloves approach
is now coming into sharp focus.

Slightly surprisingly, CMA CGM chief executive
Rodolphe Saadé has expressed complete readiness
to stump up, citing “patriotic spirit”.

In so doing, he is demonstrating a commendable
acceptance that CMA CGM is among France’s top
companies and should therefore be taxed on the
same basis as its peers.

It’s not as if it doesn’t have other options. One can

just imagine the reaction to a similar demand on any
shipowner anywhere else in the EU.
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Indeed, in jurisdictions such as Greece, where
tax exemption for shipowners is constitutionally
enshrined, it wouldn’t happen.

For balance, it must be pointed out that CMA CGM
has received generous state support in the past and
didn’t say no when it needed the money.

In the shipping downturn that followed the global
financial crisis, when it was struggling with a
$5bn debt mountain, sovereign wealth fund Fonds
Stratégique d’'Investissement came through with a
substantial cash lifeline.

CMA CGM was also named as preferred bidder for
a state military logistics contract, which also must
have been helpful.

If it’s now payback time, that’s how karma rolls.
But the latest twist in this story takes us beyond
anything that could conceivably come under the
heading of fair play.

At the committee stage of the French budget last
weekend, an MP from radical green party Les
Ecologistes successfully tabled an amendment
seeking to put CMA CGM’s exceptional contribution
on a permanent basis.

One has to suspect that Eva Sas hasn’t quite grasped
the point of windfall taxes, which is precisely that
they are a one-off by nature.

Certainly, neither she nor any other politician is
seeking to whack any other company in the same
way.

The case for the prosecution is that CMA CGM made
profits of more than $40bn profit in 2021 and 2022,
a performance unprecedented in French corporate
history.

But thanks to tonnage tax, was subject to an
effective tax rate of a mere 2%.

That is empirically true, and an easy sell to the
public. Yet it is also empirically true that the
preceding two decades were characterised by low
margins and outright losses. Profits fell back to
$1.9bn last year.

Over the entirety of the cycle, container shipping has
tied up vast amounts of capital in the vital business
of moving goods around the planet, while securing
only suboptimal return.

The tax system needs to incentivise to keep going
through the bad times, and even allow carriers a few
vintage years.

There are hopes that common sense will yet prevail.
The committee stage has added hundreds of
amendments to the budget, leaving the last say to
the conservative-controlled upper house. The senate
can be depended upon to veto the wrongheaded
ones.

Meanwhile, the issue of whether shipping companies
are getting off too lightly is moving up the political
agenda in other countries too.

There was some uproar in Denmark last year over
claims that Maersk’s effective tax rate in 2021 was
0.27%, making it an easy mark for populists of all
persuasions.

As Rodolphe Saadé has shown this week, there is no
reason why shipping companies should not be good
corporate situations and even go the extra mile in
time of national crisis.

But asking them to pay their way is one thing.
Singling them out for a fiscal punishment beating is
quite another.

MARKETS

Container shipping to stay volatile into 2025

VOLATILITY in container shipping markets will
continue into next year, but new capacity should
ease some of it.

Logistics and supply chain manager Flexport said

in a webinar that it expects demand to grow by 3%
in 2025 with capacity to grow by 8%, with supply
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and demand more or less equal going into next year.
Vespucci Maritime chief executive Lars Jensen told
the webinar that he assumed the Suez Canal would
not reopen next year.

“What we have been used to in 2024 will continue
all throughout 2025,” Jensen said.
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“We have some regional, niche carriers that do go
through the Suez routing. We have CMA CGM now
with a couple of services go through, but nothing
that materially changes the overall pattern.”

The wars in the Middle East and Ukraine, tariff wars
between China and the US, were not a crisis but a
new normal.

“This is the consequence of a world that is already
multipolar, so we’re going to see more conflict going
forward,” Jensen said. “This is not an aberration.”

But he warned shippers that container services
would be in “complete disarray” in February and
March as the new container alliances phased in their
new networks.

“The carriers will have a very, very hard time
managing, for example a blank sailing strategy,” he
said.

“You could end up in a situation with a significant
overcapacity issue potentially, while the new services
are being phased in.”

Jensen added that this would not mean the same
would be true for the rest of the year.

Flexport head of ocean procurement Nerijus Poskus
said the extra capacity arriving next year, ordered
during the pandemic, was in a way a blessing for
shippers who had struggled for space. “This year
peak season was huge; we could barely get by,” he
said.

Flexport head of ocean Trine Nielsen said a trend
toward stabilising inventories looked to continue
after the surge in front-loading cargo in 2024 (as
shippers sought to beat port congestion and account
for longer voyages around Africa).

But Nanooq Management Consultancies chief

executive Bjorn Vang Jensen said: “We should

be careful about concluding that just because
warehouses are full — which they really are,
especially in the US — that that means that people
are going to stop shipping.”

This was because restocking very early introduced
“massive uncertainty” for companies about what to
stock. They could end up with too much of the wrong
thing and too little of the right thing, he said.

This restocking meant earlier peak seasons. Sailing
around the Cape of Good Hope instead of through
the Red Sea took an extra two weeks, moving peak
season forward at least two weeks by default. Added
to that, importers worried about delivering on time
ordered even earlier as a buffer against disruption.

“That all conspired for us to have a peak season
happening already in early May,” he said.

“And looking forward, I would expect to see the
exact same for the usual seasonality leading up to
Chinese New Year, which is basically going to start
right around now.”

Vang Jensen added the risk of port strikes by US
dockers had not gone away with October’s union
wage deal. The International Longshoremen’s
Association could strike again if a contract with
employers is not signed by January 15.

“Anybody who thinks that this is now a bullet you've
dodged, you should really think again,” he said.

Lars Jensen added that anyone shipping from Asia
to US east coast and wanting their cargo to clear the
ports before January 15 had to ship it in the next two
weeks.

“If you go beyond the next two weeks, you've got to
reroute through the US west coast if you want to
dodge that bullet.”

Costamare adds three bulkers as revenues

soar

COSTAMARE has emerged as the buyer of three
more dry bulk carriers as part of its strategy to
renew and increase the average size of its owned
fleet of bulkers.

The trio includes the 2011-built Nord Magnes (IMO:

9588457), to be renamed Magnes,which has been
acquired from Norden.
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The other two vessels are the ultramaxes Alwine
Oldendorff (IMO: 9692698) and August Oldendorff
(IMO: 9692686), to be renamed Alwine and August,
respectively.

In recent days, brokers had reported that the

scrubber-fitted pair sold for about $50m, a
significant reduction from the $61m the vessels
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were reported to have fetched earlier this year from
Chinese buyers, but that transaction failed.

At the same time, Costamare has been selling
smaller vessels, the latest deal being to sell a
12-year-old handysize that promises to generate net
proceeds of $7.7m after paying off debt.

The agreement to sell the 37,019 dwt Discovery
(IMO: 9595967) follows the recently concluded sale
of a pair of 2009-built supramaxes for net proceeds
of $14.8m after repaying debt on the two vessels.

The latest steps to scale up the fleet of bulkers

came as the New York Stock Exchange-listed owner
posted a sharp increase in third-quarter profits and
reported a total of $2.3bn in contracted revenues
from its fleet of 68 containerships.

During the third quarter, the company chartered out
seven containerships “at healthy levels” for periods
of between 14 and 34 months, said chief financial
officer Gregory Zikos.

The new charter deals are estimated to be worth
more than $165m in added charter revenue.

Costamare’s boxship fleet is 100% employed for the
remainder of this year and 94% covered for 2025.

With less than 1% of the containership fleet idle, the
sector could be considered as “fully employed,” said
Zikos.

“The market is split between the larger sizes which
remain in limited supply, and smaller vessels where
the availability of tonnage is greater. As the pool of
bigger tonnage is unable to meet demand, charter
rates continue to evolve at firm levels,” he said.

Greece-based Costamare diversified into the dry
bulk sector in 2021 with a flurry of acquisitions and
followed this in 2022 by establishing a dry bulk
operating platform, Costamare Bulkers Inc, which
charters in 56 bulkers ranging from kamsarmaxes to
newcastlemaxes.

“We have a long-term commitment to the sector, and
we view the vessel-owning and the trading platform
as highly complementary activities,” Zikos said of
the dry bulk activities.

In another diversification, the company has also
acquired a controlling interest in ship leasing
platform Neptune Maritime Leasing, which has
continued to grow its portfolio this year.

From 25 financed vessels at mid-year, Neptune now
has funding commitments of $410m on a total of
32 assets with a “healthy pipeline” going forward,
said Zikos.

For the third quarter, Costamare posted adjusted
net income of about $80.7m versus a $53.9m profit
in the same quarter of 2023.

Total voyage revenues increased by more than

35% to $538.4m thanks to a range of factors,
including the expansion of CBI’s operations, bulker
acquisitions, better charter rates for certain of the
company’s bulkers, and decreased fleet off-hire.

For the first nine months of this year, total voyage
revenues grew by 50% to more than $1.5bn.

At the end of September, Costamare had total
liquidity of more than $1bn.

The company has declared a dividend for the third
quarter of $0.115 per share.

Panama Canal normalisation main cause of
VLGC spot-rate softness, says Dorian chief

FOR shippers — especially US importers — the
normalisation of Panama Canal transits following
last year’s drought and ensuing restrictions is a
blessing. For some shipowners — especially owners
of very large gas carriers such as Dorian LPG — it
means shorter US-Asia voyages, fewer tonne-miles,
and softer rates.

VLGC spot rates are currently above break-even
levels but are far below five-year averages.
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Traditionally, VLGC rates have captured about two
thirds of the propane price arbitrage between the

US and Asia, according to Jefferies shipping analyst
Omar Nokta. That has not been the case in recent
months, despite a healthy price differential between
the markets, which in normal times would've pushed
rates to around $100,000 per day.

Several factors contributed to a softer period for

VLGCs in the third quarter. Inclement weather
events in the US Gulf, including hurricane Beryl,
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were a drag on cargo availability and limited exports
in July, although US exports of liquefied petroleum
gas reached a record 5.8m metric tonnes in August.

Meanwhile, limited terminal capacity in the US Gulf
led to a “significant” strengthening of terminal fees
that “compressed” the arbitrage, Dorian LPG said in
an earnings statement.

However, the normalisation of transits in the
Panama Canal was the primary culprit behind
VLGCs’ inability to capture their regular share of the
arbitrage, according to Dorian’s chief executive John
Hadjipateras.

“Factors like the efficiency of the transits feature
more prominently than the export capacity
restrictions,” he said on Dorian’s quarterly earnings
call on Thursday.

“With an arbitrage as open as it is, the reason we
have not been able to capture more [of it] has more
to do with the absence of any kind of inefficiencies
in fleet utilisation, which is a feature of what we
saw last year to a great extent due to the [limits on]
Panama Canal transits.”

VLGC transits through the canal went from 85 in
October 2023 to a low of 46 in December as limits
on daily transits were implemented, but rebounded
to 88 in August and 85 in September, according to a
Lloyd’s List analysis of data released by the Panama
Canal Authority.

But Hadjipateras said the canal could become
inefficient again for VLGCs in the near term.

“I think it is reasonable to expect in the next couple
of quarters that the canal will become less efficient
for VLGCs because the demand for transits from
LNG and containerships will increase.”

In the medium term, Hadjipateras said the
expansions of two export terminals in the US
Gulf expected in 2H25 and 2H26 would help
“accommodate production and exports growth”.

Another important factor for LPG freight demand is
how cold — or warm — the winter will be in both the
US and Asia.

A cold spell in the US could increase domestic
demand and prices, putting pressure on the US-Asia
arbitrage. This happened early this year, when
temperatures in the US nosedived and took VLGC
rates down with them. Meanwhile, a warm winter
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in Asia will reduce demand for LPG and keep local
prices lower, likewise pressuring the arbitrage.

“The weather and the Panama Canal are really the
two most important things,” said chief commercial
officer Tim Hansen.

“We have very warm weather in the in the east right
now, so the urgency for stocking up for the winter
has not really started yet, but that could change very
quickly,” said Hansen.

According to Hansen, if sentiment changes and
Asian demand increases, the arbitrage will “open
up” even if US prices also rise.

Rates softer year on year but still above
break-even

Dorian reported net income of $9.4m for the quarter
ending September 30, down from $76.5m in the
same period last year.

On an adjusted basis, its earnings per share
amounted to $0.35, in-line with analysts’ consensus
of $0.36.

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, declined throughout July,
rebounded around mid-August, and nosedived in
September before shooting up double-digits in early
October to over 5,000.

The index has since fallen and concluded October at
about 4,100.

“Recent volatility illustrates that the market is near
equilibrium, where disruptions cause sharp up-and-
down moves,” said Hadjipateras.

Dorian reported a fleetwide TCE of $37,010 per day
in the latest quarter, down from $62,846 per day in
the same quarter last year.

Its VLGCs operating in the Helios pool — where
its entire spot-trading programme is conducted —
achieved a TCE rate of $38,019 per day during the
third quarter (2QFY25 for Dorian).

So far into the fourth quarter, Dorian said it has
booked just over 60% of its Helios pool available
days at rates in excess of $40,000 per day, which
includes spot fixtures, time charters and estimates
for contracts of affreightment.
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Teekay takes next step to streamline structure

but it’s still ‘confusing’

THE simpler the better — that seems to be the
trend in public shipping companies. The Teekay
Group, which used to comprise a sprawling mix of
related companies — has just taken another big step
to simplify its structure, although it is still more
complicated than some might prefer.

Over the decades since shipping came to Wall Street,
two owners stood out as more complicated than the
rest: the Teekay family of companies and the Navios
Group. They each took different paths to simplify
their formerly Byzantine familial structures in
recent years.

Angeliki Frangou’s Navios at one point had the main
holding company, Navios Holdings; Navios Partners
with a bulker fleet; Navios Containers with boxships;
and Navios Midstream and Navios Acquisition,

both with tankers. Each had various overlapping
shareholdings with the others.

Navios’ solution was to consolidate everything in
one listed entity, under Navios Partners, which now
features a diversified fleet of bulkers, boxships and
tankers.

The Teekay Group, at one point, was comprised of
the parent, Teekay Corporation; Teekay Tankers, in
the mid-sized crude-tanker segment; Teekay LNG
with liquefied natural gas carriers; Teekay Offshore
with shuttle tankers and floating production storage
and offloading units; and TIL, a tanker investment
platform listed in Oslo.

Teekay’s multi-year streamlining involved the
merger of TIL with Teekay Tankers and two big
take-private transactions: Stonepeak Infrastructure
Partners bought Teekay LNG and Brookfield
Business Partners bought Teekay Offshore.

The group evolved to focus on a single segment —
mid-sized crude tankers — with the parent, Teekay
Corp, providing management services to Teekay
Tankers and owning a 31% stake in the daughter
entity. Teekay went for a pure-play strategy, the
opposite course of Navios.

Moves to further simplify Teekay
Teekay has continued to streamline in recent
months.

Management was consolidated in August, with
Teekay Corp’s chief executive, chief financial officer
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and head of chartering taking on those roles at
Teekay Tankers, as well.

After market close on Wednesday, Teekay Tankers
announced that it is buying the Teekay Corporation’s
Australia business (which provides shipping services
to the Australian government) for $65m as well as
all of Teekay Corporation’s management services, to
be priced at their current net capital value.

The move “transforms Teekay Tankers into a fully
integrated shipping company containing all shore-
based employees and seafarers in one platform”, said
Teekay Tankers.

With all operations to be consolidated under
Teekay Tankers, Teekay Corp will become a holding
company whose business is ownership of its
daughter.

Why not streamline even further?

During the conference call Thursday, Kenneth Hvid,
the chief executive of Teekay Tankers and Teekay
Corp, was asked by several analysts: Why stop here?
Why keep Teekay Corp at all, particularly given its
structure with Class B shares having five-to-one
voting rights?

Evercore ISI analyst Jon Chappell asked whether
Teekay Corp could simplify its structure into a single
share class, or whether the two companies could be
consolidated. Bank of America analyst Ken Hoexter
asked what the need is for two listings, calling it
“confusing”.

Hvid responded that the plan is to keep the two
public entities, and that Teekay Corp was a “legacy
structure which is important”. It “provides a strong
supportive shareholder of Teekay Tankers” and has
been listed in the US since 1995.

“Maybe it’s something we’ll consider at some point,”
Hvid said of a final consolidation, acknowledging,
“I know it’s a bit of an unusual structure where we
have two listed companies essentially invested in
the same underlying business. But for now, I think
it gives us added flexibility. We have two strong
balance sheets, and in this market, having one
strong balance sheet is always a great thing, but
having two is arguably even better.”

Hoexter countered: “I think it harkens back to
the days of a lot of concern about the daughter
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companies being the controlled entity and having
no ability [to make decisions]. I mean, look at the
stocks,” he said, referring to the fact that shares of
Teekay Corp were up double digits early Thursday
on the news of the related-party management sales,
whereas Teekay Tankers’ shares were down low
single digits.

Teekay Tankers shares under pressure
Teekay Tankers reported net income of $58.8m for
3Q24, down from $81.4m the year before. Adjusted
earnings per share of $1.84, below the consensus
forecast for $1.88.

Hvid maintained that normal winter rate strength
is on the way. “Spot rates are firming at the start of
Q4 in line with normal seasonality. We expect spot
tanker rates to remain relatively firm through the
winter, although it’s too early to say whether they
will match the strong rates seen in Q4 of last year.

“It feels a bit like the market has called the winter
over before it has started, but there is absolutely

a pulse in the market. I would say the winter is
absolutely not over. It has not even begun. We are
not quite seeing the take-off we saw at this time last
year, but when you look at the [forward] curve, we're
pretty close to the same levels.”

Teekay Tankers’ share price as of midday Thursday
was down 3% year to date and down 35% from the
late May high. Despite the news on the structural
simplification, Thursday’s trading volume for Teekay
Tankers was below average, whereas volume in
Teekay Corp was double average volume.

Teekay Tankers’ equity has underperformed peers. It
has an older fleet, implying the future need to spend
money on newer ships, and it does not boast the
same capital-return policies as other tanker equities
in terms of dividends and buybacks.

“Strategically, nothing has changed at Teekay
Tankers” due to the news of the group simplification,
said Chappell in a client note. “It is still a pure-play
crude tanker operator with material exposure to a
robust spot market, though with minimal capital
returns despite a pristine balance sheet.

“The stock trades at one of the largest discounts
to net asset value in the peer group — currently
estimated at 41% — which we attribute to the
restrained capital returns through the upturn. If
the new management team can spearhead a more
aggressive capital allocation policy, this discount
could narrow meaningfully.”

MOL upgrades full-year profit forecast

MITSUI OSK Lines has raised its profit forecast for
the 2024 fiscal year to ¥350bn ($2.3bn) following

a 63.6% net profit in the first half, driven by robust
performance in the containership and energy
shipping sectors.

Compared with the previous profit forecast of
¥335bn for the 12 months ending March 31,
2025, the Japanese shipping giant made upward
adjustments due to a more optimistic outlook
for the product transport sector, which includes
containerships, car carriers and terminals, while
anticipating challenges in the dry bulk business.

Because of a massive delivery of newbuilding
capacity, containership spot rates had peaked and
were expected to normalise to pre-pandemic levels
toward the end of the financial year, MOL said.

But with the rates surge in the first half of the fiscal
year from April to September, the company has
raised the full-year profit forecast for container
sector to ¥157bn from its previous forecast

of ¥139bn.

Ocean Network Express, a Singapore-based joint
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venture in which MOL holds a 31% stake, boosted
its full-year profits to $3.1bn following a remarkable
069% year-on-year surge in net profit during the
second quarter to nearly $2bn.

The car carrier sector is projected to maintain
steady profits, with potential port congestion due
to seasonal factors and cargo movement slowdowns
from inventory adjustments, despite anticipated
strong shipping demand, MOL said.

In the energy sector, the production cuts by Opec+
and a decrease in Chinese domestic demand

are leading to a temporary market decline.
Consequently, MOL has adjusted its profit forecast
downward for tankers, although it said crude oil
tankers and product tankers are expected to remain
firm with the effect of geopolitical risks, in addition
to stable profits from long-term contracts.

The full-year profit forecast for the dry bulk sector
has been revised down to ¥18bn from the previous
¥22bn. This adjustment is attributed to one-time
costs for vessel purchases, increased operational
expenses, and the anticipated decline in rates

for capesizes.

Page 12



MOL expected steady shipments of iron ore and
bauxite in the capsize market towards the year-end
but also forecast a temporary rates decline starting
from the beginning of next year due to Brazil’s
rainy season.

Shipping demand for North American grain and
heating fuel for the remainder of the year will

bolster the rates of panamax bulkers and smaller
vessels, but MOL has predicted a decline starting
next year.

During the first half of the fiscal year ending in
September, MOL reported a net profit of ¥246.6bn,
compared to ¥150.7bn earned in the same period of
the 2023 fiscal year.

IN OTHER NEWS

Typhoon Kong-rey disrupts Chinese
ports, adds to ship delays
TYPHOON Kong-rey disrupted
operations at some eastern
Chinese coastal ports including
Shanghai and Ningbo, leading to
shipping delays.

Kong-rey already swept through
Taiwan yesterday and prompted a

stoppage of work at Keelung port.

It has since moved northward
toward the Chinese mainland
coast and is near the Zhoushan
archipelago in Zhejiang province.

Canada’s west coast ports heading
for disruption

LABOUR relations on Canada’s
west coast continue to
deteriorate, with both sides
threatening action early next
week that would disrupt

ports such as Vancouver and
Prince Rupert.

The International Longshore and
Warehouse Union Local 514 gave
the British Columbia Maritime
Employers Association, which
represents terminal operators and
shipping companies, a 72-hour
notice of strike, set to begin on
Monday, November 4 at 0800 hrs.

The strike will include an overtime
ban and a refusal to implement
tech change, ILWU Local 514 said.

Shipowners’ Club acquires
Waterborne

SHIPOWNERS' Club has acquired
Lloyd’s managing general agent
Waterborne for an undisclosed
consideration.

The move will enable the club
to offer clients hull & machinery
cover in addition to its existing
range of P&I products.

Waterborne, which was launched
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by David Mason and Michael
Waterfield in 1999, shares its new
owner’s focus on insuring smaller
commercial craft and yachts.

Two seafarers killed in cargoship fire
TWO crew members have been
killed on board a cargoship

off the Turkish coast after a

fire broke out in the vessel’s
engine room.

Panama-flagged, 6,647 dwt

FG Sevil (IMO: 9548665) was
travelling between Yalova to
Bulgaria, the Turkish Directorate
General of Coastal Safety
(KEGM) said.

The fire broke out at 1000 hrs
when the vessel was off Sedef
Island, near Istanbul, according to
a Lloyd'’s List correspondent.
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Classified notices follow

Lloyd’s List‘>

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

Please contact: marketingservices@lloydslistintelligence.com
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