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If stocks keep sinking, should
owners keep buying back
their own shares?

SHIPPING share prices have been plunging since summer and continue
to fall. Equity is trading at a widening discount to net asset value. Cue the
multimillion-dollar share buybacks by pubic shipowners.

D’Amico International Shipping has spent $3.2m buying its own shares
in 4Q24 through Monday, after spending $6.5m in the first nine months.
Hafnia’s board authorised up to $100m in buybacks starting December 6,
and announced an initial purchase of $15.5m in shares on Monday.

Diana Shipping has a tender offer open through December 31 for the
purchase 15m of its own shares for $30m. Last month, Safe Bulkers
authorised a new repurchase programme for 5m of its shares and Cool
Company authorised the repurchase of up to $40m of its shares.

Over the first nine months of 2024, International Seaways spent $20m
on buybacks, Star Bulk $19.2m, Navios Partners $18.3m and Scorpio
Tankers — by far the biggest employer of buybacks in public shipping

— spent a massive $296.7m.

From a layman’s perspective, the large sums spent on buying back shares
can seem curious.

Share repurchases lower share counts and raise earnings per share, NAV
per share, and other per-share metrics. But investors benefit from the
stocks they buy in only two ways: from capital gains if share prices rise
and from dividends.
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If a shipowner spends money on buybacks as
opposed to dividends, the benefit to the shareholder
hinges on the future price of the shares. Shipping

is highly cyclical and prone to extended rate
downturns when share prices remain depressed for
lengthy periods.

As Stifel analyst Ben Nolan said in a research note
last month, “In a situation where rate momentum
is negative or there is the perception of rate risk,
valuation metrics like NAV do almost nothing to
support share prices.”

Which raises the question: If shipping share prices
decline over a period of time due to cyclical reasons
outside the control of management, and millions are
spent on buybacks during that period, with share
prices sinking below the price paid by the company
on buybacks, and with investors not receiving

any capital gains, wouldn't it have been better for
shareholders if that money had been paid to them
via dividends instead, or if the shipowner had just
retained the cash?

Rationale for buybacks

Chris Robertson, shipping analyst at Deutsche
Bank, told Lloyd’s List, “It comes down to what
your investment horizon is. Buybacks are a long-
term strategy. If youre purchasing shares into a
downturn today, the highs later will be higher than
they otherwise would be from an EPS perspective
because there will be fewer outstanding shares.”

Use of buybacks “is also clearly a point of view

of management”, added Robertson. “If the

general market believes NAV will be going down
because asset values are declining in the future,
equity markets sometimes overshoot a bit, then
correct later as the market turns to the positive.
Management may have a view of, ‘Hey, the market
overshot. Investors are expecting more of a
downturn than we do, so our shares are too cheap
relative to NAV.”

According to J Mintzmyer, founder of Value
Investor’s Edge, “I think there are some massive
misconceptions on what a ‘proper’ buyback is.
Buybacks are not meant to keep shares from falling
or to make shares trade higher in the near term.

“Buybacks should only be pursued if the firm
believes an investment in the firm’s fleet at the
market pricing — the discount to current NAV — is
attractive over the long term,” he told Lloyd’s List.
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“If the firm would be open to buying more similar
ships at market prices and its stock trades at a
sizeable discount to NAV, then share repurchases
would be superior to buying more vessels. If the firm
is lukewarm or bearish on the forward market and
the stock trades at a discount of 30% to NAV and the
firm would gladly buy assets at a 20-30% discount
to current market values, then repurchases might
make sense — as this is exactly akin to buying the
same fleet at a discount.

“If a firm is buying back large volumes of shares for
the correct reasons — i.e., buying attractive assets at
a huge discount due to market pessimism — then the
firm should wish for shares to trade as low and as
weak as possible while the buyback programme

is underway.”

Robertson said, “If you look to find deals on
secondhand tonnage in the S&P market, that
secondhand tonnage might be priced at NAV,
whereas your own fleet is priced below NAV because
that’s where your shares are trading now, so it’s a
relative deal.

“You're not going to be rewarded as a public
company for just hoarding cash on the balance sheet
beyond a reasonable level. If there are attractive
market opportunities to deploy capital to increase
your asset base, that’s what you have to measure [the
buyback programme] against.

“If there were attractive opportunities in S&P now,
that would be one thing, but newbuilding prices are
still elevated. Five-year asset prices have come off
their peaks but they’re also still pretty elevated. So,
what do you do with the cash?”

Buybacks vs dividends

Most of the public shipping companies have focused
over the past year on debt reduction first, dividends
second and share repurchases third (Scorpio is an
exception, spending 4.6 times as much on buybacks
this year than dividends, although spending 2.4
times as much on debt reduction than buybacks).

Asked about the choice between paying dividends
versus share repurchasing, Robertson said, “Some
investors are more short-term-oriented and would
like to see every red cent paid out as a dividend
during the good times, but that’s not feasible for a
shipping company that plans to operate over the
longer term. It doesn’t always make sense to just
return everything as a dividend.
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“Dividends are more of an immediate reward to
your shareholders at any point in the cycle, so
there’s a tradeoff between the short-term reward
of the dividend and long-term reward of share
repurchasing.”

He continued, “Investors are a mixed bag. Some of
them are definitely more dividend-oriented, while
some will be more attracted to companies with
share-repurchase programmes. There’s always
going to be tensions between different blocks of
shareholders.”

According to Mintzmyer, “If the fleet is trading
at a huge discount and the firm believes this is
unjustified, long-term shareholders can do much
better with buybacks [than dividends].

“For a hypothetical extreme example, if shares
trade at a 50% discount to NAV and the firm has
ample cash liquidity and asset prices are generally
expected to remain stable, then every $1 spent on
buybacks is worth $2 to long-term shareholders.
Dividends are worth $1.”

Other arguments for buybacks

Mintzmyer also pointed to additional benefits from
buybacks in the current environment.

He noted that public shipowner debt levels are
much lower than they have been in past cycles. “In
today’s public shipping markets, balance sheets
have never been stronger. Of the 47 shipping firms
we cover, only seven have leverage greater than
50%. Eleven have net debt of less than 20% and a

few even have net cash balances, with very low to
zero debt.

“This means that the overall discount to the
enterprise value [net debt plus market capitalisation]
is much larger than in previous cycles.”

That makes the NAV discount justifying buybacks
more compelling, because it takes more of a decline
in physical asset values to erase the share discount
of a lower-leverage listed owner.

“For example, if a firm has 50% leverage and trades
at a 60% price to NAV [P/NAV], a 20% asset price
decline would wipe out the entire P/NAV discount.
If that same firm has 0% financial leverage, it would
take a massive 40% asset decline to offset the same
P/NAV discount,” said Mintzmyer. “If buybacks are
pursued for the correct reasons, the firms with low
leverage are in the best position to drive long-term
value.

“Buybacks, if done correctly, grow the company on
the only metric that shareholders care about: per-
share metrics,” continued Mintzmyer. “Would you
rather own 10% of a fleet of 100 ships or 30% of the
same fleet of 50 ships?”

He offered another example: If a public shipowner
with 100 ships and 100 shares (one ship per share)
had shares trading at a 50% discount to NAV, then
sold 20 ships at NAV and used sale proceeds to
repurchase 40 discounted shares, it would be left
with 80 ships and 60 shares, or 1.33 ships per share.
The ships per share would increase 33% with no
effect on cash balances or leverage.

WHAT TO WATCH

ACL's Abbott confident of ILA deal as
transatlantic box trade stabilises

ATLANTIC Container Line chief executive Andrew
Abbott expects strike action, if any, at US east coast
and Gulf ports by members of the International
Longshoremen’s Association will be short-lived after
the January 15 negotiations deadline.

“The biggest issue was wages and that has already
been agreed. Automation is really about increasing
productivity to move more cargo through ports
with limited land space. If it is done the right

way, it will add more jobs, not fewer,” said Abbott,
who has headed up ACL, the longest continually
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operating container line operator in the world,
since 2003.

The ILA, which represents dockworkers, and the US
Maritime Alliance (USMX), representing terminal
employers and ocean carriers, agreed a tentative
agreement for a 61.5% pay raise in October, ending a
three-day strike.

The existing employment contract was extended
to January 15 to negotiate the remaining issues,
primarily container terminal automation.
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“I'm confident the dispute will be resolved soon.
Young Americans understand automation. The main
discussion should be about the types of automation
that can bring more volume and more jobs to the
ports,” Abbott told Lloyd’s List in an interview.

“If the strike goes ahead for any significant length

of time, the Chinese New Year cargo surge will

back up ships all over the place,” Abbott said. “It
would paralyse the country. I'm sure there will be a
meeting of minds as there’s too much money at stake
— for the union, the terminal operators, the carriers
and American importers and exporters.”

Trump tariffs

He is also not overly concerned about the threat of
tariffs on both Chinese and European imports from
US President-elect Donald Trump.

And Abbott doesn’t believe raising higher tariffs on
China will benefit European exporters or provide
any significant boost to the transatlantic trade.

Despite all the tough talk, the threat of higher tariffs
on imports is a shrewd negotiating tactic to gain
trade concessions from China and Europe.

“Simply raising tariffs on Chinese imports would
only hit the pockets of the very people that voted for
the new administration,” said Abbott.

He cited US hypermarket giant Walmart as an
example, whose sales contain a huge percentage of
goods manufactured in China.

“There are no US manufacturers to replace most
of the Chinese goods on the shelf, so it would only
translate into higher prices for people on a limited
budget,” he said.

“Europe, like the US, has high labour costs, and
doesn’t make cheap clothes, dog toys or artificial
Christmas trees. There could be some slight shifts in
trade patterns but don’t expect a massive change to
supply chains,” added the chief executive.

“We’re hopeful that Trump’s strategy will actually
lead to stronger growth in US exports to both China
and Europe, in exchange for some horse-trading

on tariffs.”

ACL’s combined ro-ro and container service has
been operating between northern Europe and the
US east coast since the genesis of containerisation.
In 1967 it was the first liner operator to introduce
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purpose-built deepsea newbuildings capable of
loading containers in cellular holds.

With a multinational management team
headquartered near New York, and as a subsidiary
of Italian shipping giant Grimaldi Group since 2002,
following several changes to its original shareholder
structure in 1989, the company continues to keep
the faith in its original hybrid ro-ro/containership
concept and remains focused on the transatlantic.

Abbott himself joined ACL in 1977 and, despite
a short stint with OOCL and a US-flag carrier in
the early 1980s, he has been with the company
ever since. Unsurprisingly, his knowledge of the
transatlantic trade is without equal.

ACL has managed to survive as an independent
company for so long because it has distinct port
and cargo advantages that others do not have, and
because it doesn’t attempt to compete with the big
global operators.

In the container segment it focuses on smaller
shippers that manufacture high-value products
that need speed, personal attention and delivery
precision. ACL has therefore gained a loyal
following, especially from UK, Irish and
Swedish exporters.

Its clients require schedule reliability, for which
ACLs “no blanked sailings” reliability is well known,
unlike many global operators.

“ACL has always been customer relationship
focused. I know our top 100 clients and make a point
of visiting them at least once a year. This builds up

a trust element — many big carriers don’t want to
see you unless you've got at least 1,000 containers to
ship,” said Abbott.

While the company operates independently from
liner operator alliances, ACL had had a slot-swap
agreement with Germany’s Hapag-Lloyd since 1984.
The agreement was ended by mutual consent earlier
this year.

At the peak of the agreement, ACL utilised five
Hapag-Lloyd services involving the exchange
of some 1,000 teu of slots per week across each
carriers’ vessels.

Following the pandemic, and a subsequent surge

in global container volumes, ACL found the
relationship with its long-standing German partner
began to change.
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This was chiefly due to the global nature of alliances,
and the movement of vessels between trades,
making the services less than reliable in terms of
schedule integrity.

“Hapag-Lloyd and ACL always treated each other
like their best customer and throughout the entire
40-year agreement there was never one dispute. But
once Covid started, everybody but ACL was blanking
sailings. Containers were being left behind and so
we had too many disgruntled customers,”

said Abbott.

He is less than impressed with the tactics of the
global boxship operators that added significant
capacity to the transatlantic trade following the
post-pandemic surge in exports to the US. This came
after spot container freight rates peaked in

October 2022.

“The big carriers added 45% more ship capacity in
2023. Not surprisingly, rates plummeted. Almost
overnight the market collapsed. I thought 2024 was
going to be a lousy year,” said Abbott.

However, the Red Sea crisis meant global carriers
pulled a lot of their bigger tonnage out of the Atlantic
and on to Asia trades. Rates began to stabilise in
February when supply and demand were rebalanced
again and have gradually climbed ever since, albeit
nowhere near Asia service rate levels.

ACL today operates a single weekly string utilising
its five “G4” class con-ros. Built in China between
2015 and 2017, they can load up to 3,800 teu but are
also equipped with covered garage decks for 5,000
lane metres of rolling cargo, in addition to dedicated
decks for up to 1,300 passenger cars.

Abbott confirmed that UK/Ireland is ACLs “number
one” market for both eastbound and westbound
cargoes. Some 1,500 teu are allocated for exports
from Liverpool on each G4 sailing.

The company continues to provide its fastest import
call at Liverpool, followed by calls at Hamburg and
Antwerp before coming back to Liverpool for its
fastest export call. This gives ACL the best transit
times in the market for British and Irish shippers.

Some 1,000 teu is loaded from Antwerp, including
350 teu fed to Antwerp from the Swedish port of
Gothenburg. The remainder is allocated to German
exports loaded out of Hamburg.

Ro-ro cargo remains an important part of ACLs
business and provides a lucrative buffer to the
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volatile transatlantic container trades. Construction
equipment, farm machinery and large components
for the aerospace segment fill the majority of the G4s
ro-ro decks in both directions.

The $1.4trn US infrastructure bill passed two years
ago has kept the G4s ro-ro decks, westbound, full of
construction equipment on every voyage.

The G4s car capacity was either marketed by

or chartered out to one of its first shareholders,
Wallenius Wilhelmsen since day one. This was to
serve Volvo car exports when ACL called directly at
Gothenburg.

That relationship ended a few years ago and ACL
now markets its own car space, focusing again on
the UK. Its clients include luxury car manufacturer
Jaguar Land Rover.

With a shortage of vehicle carrier capacity worldwide
over the past few years, the major operators shifted
tonnage away from the transatlantic trades to cover
the big surge in exports of Chinese electric cars, to
the benefit of ACL.

“ACL has been the only show in town with a fixed,
day of the week ro-ro schedule,” said Abbott.

“But we are a very specialised car carrier. We don’t
carry large volumes of cars. Our main focus is on
big, overheight, overweight cargo that is difficult to
handle. We don’t lift it; we drive it on and off the
ship. That is our bread and butter.”
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ANALYSIS

Regulation: Shipping will get a global

carbon price

NEXT year will be a pivotal one for the International
Maritime Organization, shipping — and maybe the
world.

In 2025, the IMO, which set the climate agenda with
its 2023 Revised Greenhouse Gas Strategy, must
show how it plans to turn that strategy into reality.

The regulator’s 176 member states need to agree on
the architecture of a technical measure (a goal-based
fuel standard) and an economic measure (a carbon
price) at MEPC83, being held from April 7-11.

“It is hard to overstate the significance of what
might be agreed in spring 2025,” said Umas, a green
shipping consultancy, in a post-mortem of this year’s
IMO greenhouse gas talks.

“The specifics of these policy measures will
determine the shape of international shipping,
capital flows in the maritime value chains and
have major implications for the economies of many
countries and global trade.”

Specifically, states will approve the legal text of
Marpol amendments that will turn the mid-term
GHG measures into international law and adopt
those amendments in October (probably at the last
minute, given the high stakes).

Support has grown for a simple carbon levy. But the
carbon price may also take the form of a flexibility
mechanism to comply with the green fuel standard,
such as a credit or emissions trading system.

Next year will also be important in setting the
future of the much-maligned Carbon Intensity
Indicator, with the IMO’s review of its short-term
GHG measures set to be finished before 2026.

What that means in practice is unclear. Many in the
industry hope to kill off the ranking system, or to
introduce “fudge factors” to make compliance easier.
Greens argue the regulation should instead be given
real teeth.

The review is likely to determine the CII’s stringency
and enforceability after 2027. MEPC83 will probably
result in a direction — if not a conclusion — for how
this will play out.
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Less headline-grabbing, but still important,
will be lifecycle assessment (LCA) guidelines for
green fuels.

The IMO’s scientific committee, GESAMP, will
report back to MEPC83 on the way ahead for
updating these guidelines, which at present lack
default values for most of the future fuels shipping is
choosing between.

What this means is how the regulator will score
different fuels in terms of their green potential, and
whether this will be done with scientific rigour.

Were influence from, say, the methanol or

LNG lobbies to make its way into the well-to-wake
GHG default emission factors, then those fuels may
potentially receive better green scores than

rival fuels.

Details such as the source of grid electricity used to
make green hydrogen are rather dull. But they are
make or break when it comes to incentivising truly
green investment.

FuelEU Maritime

Besides the IMO, European shipping will have

to adjust to the start of Fuel EU Maritime, with
monitoring, reporting and verification of key data
such as fuel consumption, carbon emissions and
distance travelled.

EU Emission Trading System costs for ships calling
at the bloc will also increase; owners must buy
allowances to cover 70% of their emissions in 2025,
up from 40% now.

Implementation of the ETS and Fuel EU ultimately
pale in significance compared with the IMO mid-
term measures debate. These may set the world’s
first global carbon price, and the catalyst for
shipping’s next propulsion revolution.

In October this year, IMO secretary-general Arsenio
Dominguez told states to focus on solutions and
come to the next MEPC meeting prepared to agree.

“I am sure that you will reach that midpoint where
we can continue to show that when we set goals, we
achieve them,” Dominguez said.
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“If not, I am closing the doors next year and we will

have to stay here until we do agree — but I am sure it

will not get to that. I have great faith in you all.”

Ship finance: Future deal flow hinges on fate

of asset prices

THE playing field for ship finance has changed over
the past year. Interest rates are higher, bank loan
margins are lower, asset values of modern ships are
off their peak but still expensive, stock valuations
are much lower, and cyclical sentiment is souring.

Here’s how these market dynamics could affect bank
debt volumes, capital market access, and mergers
and acquisitions in 2025:

Bank debt

Shipowners have enjoyed strong cashflow over

the past several years. With asset values so high,
owners (particularly public owners) have used
cashflow to pay down debt instead of growing fleets.
Amortisation payments have been accelerated for
bank facilities allowing prepayments.

There has been a surge of containership and gas
carrier newbuildings, with financing for these
projects favouring Asian debt providers, including
export-import banks and leasing houses. China’s
Bocomm Leasing expects to end this year as the
world’s top provider of ship finance.

Western banks, in contrast, are competing more
heavily for dwindling loan business, leading to
shrinking margins as existing clients pay off debt
and shipping banks strive to get more money out of
the door.

Despite lower margins, the total cost of debt to
shipowners is higher, as the rise in interest rates
has pushed up the base rate, the Secured Overnight
Financing Rate, more than competition among
banks has lowered spreads over SOFR.

Meanwhile, shipowners are increasingly favouring
revolving debt over term loans. Revolvers allow the
banks to maintain relationships with owners during
a period when demand for bank debt is low, as well
as giving owners the ability to keep leverage low for
now but ratchet up debt levels very quickly should
spending opportunities arise.

High asset values remain a key hurdle to higher deal

flow and, in turn, higher debt deployment. If asset
prices fall far enough — for modern-built tonnage,
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not older ships — there will be no shortage of willing
buyers.

Shipyards are full, newbuilding prices are resilient
and delivery dates are several years out, limiting
fleet renewal options on that front and shifting the
focus towards modern secondhand tonnage.

Tanker and bulker owners face growing pressure
to replace ageing fleets and they have the firepower
to do so, with both high cash reserves and high
revolver capacity. They just need the numbers to
make more sense.

Consider the case of five-year-old medium-range
product tankers. Clarksons Securities put the price
of this type of vessel at $44m as of December 9,
down 10% from October 7.

Clarksons also calculates a “hurdle” rate — a charter
rate that provides an attractive return (it uses an
11.5% unlevered return, which, with typical leverage,
equates to return on equity of around 15%).

The hurdle rate for a five-year-old MR tanker has
fallen by $2,000 per day as a result of the asset
price decline since October 7. However, it was still
at $22,000 per day as of December 9 — higher
than historical averages. The 10-year average of
rates for five-year-old MRs is $21,000 per day.
The 20-year average is $19,200 per day, according
to Clarksons.

If more of the froth comes off asset prices in 2025,
owners will have further incentive to pull the trigger
on modern tonnage acquisitions, tapping credit
available via revolvers and providing more business
to banks.

Capital markets

The capital markets outlook for 2025 is very
different for equity than for bonds.

Equity markets showed great promise in the first
half of 2024, with many shipowner stocks trading
above net asset value. Valuations were so strong that
two US-listed owners conducted large-scale follow-
on offerings — something that had not been seen in
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years at that scale. Dorian LPG sold $89m of stock
in early June and SFL Corp sold $100m of stock in
early July.

But commodity shipping stocks collapsed in the
second half of 2024, erasing all of the first-half gains
— and then some. Many shipping shares are now
down year to date, several by double digits, with the
exception of container stocks, which are still up.

Barring a turnaround in share pricing, follow-on
offerings like those of Dorian and SFL seem highly
unlikely in 2025, as do prospects for shipping initial
public offerings.

The most likely IPO scenario was for “re-IPOs” of
previously public companies that had been taken
private by infrastructure funds over the past half-
decade. However, shipping equity pricing is now
too low — with significant discounts to NAV — for
infrastructure funds to use IPOs as an exit.

The Oslo bond market was the bright spot in
shipping capital markets in 2H24. The spread
between Oslo bond coupon rates and bank debt rates
(SOFR plus margin) narrowed considerably, enticing
shipowners to raise cash via the sale of Norwegian
bonds (given that bonds, unlike bank debt, require
interest payments only, not amortisation).

Norwegian bonds were redeemed in 2024 at a faster
clip than new ones were being issued, leaving bond
investors flush with cash and seeking to reinvest

in new issuances, leading to high demand for new
shipping bonds in Oslo — a dynamic that’s likely to
continue into 2025.

M&A prospects

When fees for “plain vanilla” debt decline for
shipping banks, they turn towards M&A advisory
services to pick up the slack. That strategy worked
extremely well in 2024, particularly the first

half of the year, when rates, valuations and asset
prices were all simultaneously high and M&A was
booming.

The 2H24 fall in rates and stock valuations, and the
beginning of the decline in asset values from the
peak, changes the equation for M&A in 2025.

In the same way falling asset prices could incentivise
higher bank debt for vessel acquisitions, they could
spur M&A in the case of target companies that have
newer fleets. The caveat is that the number of such
M&A target companies is limited.

Falling share prices could also be positive for M&A if
they spur more privatisations.

Take-private transactions have been the largest
driver of shipping M&A over the past half-decade.
The challenge is that the buyers — infrastructure
funds — focus on target companies with multi-

year charter coverage, and most of those public
players with that kind of coverage have already been
privatised.

Overall, M&A could be lower in 2025 in relation to
elevated levels in 2024.

If asset prices and rates look like they will continue
to decline as part of a cyclical downturn, buyers may
stay on the sidelines — at least temporarily.

Alternatively, if asset prices stay stubbornly high in
relation to charter rates, the bid-ask spread would
remain too wide, also a negative for M&A.

Shipbuilding: Capacity ramps up as China

extends its dominance

SHIPBUILDING production capacity is being
expanded to a level not seen in decades, with
existing facilities in both China and South Korea
being extended.

Furthermore, shipyards that closed down because
of a slump in orders during the 2010s are being
resurrected, in particular to build high-value
containerships and chemical tankers.
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An expansion of available shipbuilding capacity
is required to meet the demand of replacing an
increasingly ageing merchant vessel fleet.

Rising demand for new tonnage means available
newbuilding slots are limited. Meanwhile, delivery
lead times have been stretched to four years for large
bulk carriers, containerships and tankers — and
even further for gas carriers and cruiseships.
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Emissions regulations, the need for more energy-
efficient vessels and relatively strong shipping
markets have combined to create rising demand for
new tonnage across most vessel segments.

In 2024, Chinese shipbuilding majors New Times
Shipbuilding, Hengli Heavy Industries and
Yangzijiang Shipbuilding all announced plans to
expand existing facilities.

Constructed during the 2000s shipbuilding
supercycle as STX Dalian Shipbuilding, but dormant
since 2015, Hengli HI was reopened in 2023. In
2024, it was successful in winning new orders for
ultra large containerships from the world’s leading
boxship operator, Mediterranean Shipping Co and
aframax tankers from Hong Kong’s Wah Kwong.

It also won new orders from its parent company,
Hengli Group, for very large crude carriers and very
large gas carriers.

South Korean shipyard HD Hyundai Samho has also
been busy expanding its shipbuilding production
facilities to enable more orders, as existing capacity
was booked out until 2028.

Meanwhile, HD Hyundai Vietnam Shipbuilding,
a subsidiary of South Korea’s HD Hyundai Mipo,
is expanding its shipyard in Khanh Hoa Province,
Vietnam, to meet growing demand for its staple
medium-range product tankers. The expansion
will increase the yard’s shipbuilding production
capability from 15 to 20 ships per year.

This growth of shipbuilding capacity is expected to
absorb much of the rising demand, while helping to
reduce delivery lead times.

Elsewhere, China’s Jiangsu Rongsheng Heavy
Industries, which had been mothballed for almost a
decade, is being resurrected for an initial order from
MSC for eight dual-fuel 11,000 teu containerships.

Jiangsu Rongsheng Heavy Industries was also
established in the late 2000s amid the shipbuilding
boom and was chiefly a builder of suezmax tankers
and capesize bulk carriers.

The shipyard filed for bankruptcy in 2015, and
operations ceased shortly afterwards, following

a downturn in orders and a raft of delayed vessel
deliveries, which led to shipowners cancelling a host
of newbuilding contracts.

Other shipyards that have been reborn recently
include New Jiangzhou Shipbuilding Heavy Industry.
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The yard secured an order for eight methanol dual-
fuel chemical tankers from a Danish shipowner.

The shipyard restarted operations in 2023 with
orders for chemical tankers from a Dutch owner,
and general cargoships from a German shipowner.

Yangzhou Guoyu Shipbuilding is yet another
Chinese shipyard that has been resurrected to take
advantage of a boom in newbuildings. The yard is
capable of producing 18 merchant ships annually.

The expansion of existing yards and the addition of
new capacity from reborn shipbuilders enabled the
Chinese shipbuilding sector to increase its share of
total orders placed in 2024 to almost 75%, in terms
of ship numbers. This is an increase of 63% in 2023,
according to Xclusiv Shipbrokers data.

China now commands a 71% share of the total
merchant vessel orderbook, up from 65% in 2023.

The switch by shipowners to inexperienced “new”
shipyards has a greater risk factor, compared to top
tier shipyards. This includes potential for lower-
quality construction and subsequent warranty
claims.

More complicated, dual-fuel newbuildings also
add another level to the shipbuilding process and
increase the prospect of delivery delays.

The industry is already suffering from a lack of
experienced workers to supervise newbuilding
construction and manage quality, while shipowners
could face difficulty in obtaining refund guarantees
for less established yards.

A marine equipment supply chain crunch is also
adding risk to the shipbuilding process. Meanwhile,
the difficulty in attracting young people into the
sector has become a serious problem for South
Korean shipyards. The worker shortage contributed
to labour disputes in 2023 and 2024.

While China has emerged as clear market leader,
the combined global orderbook share of Japan and
South Korea has declined.

Chinese shipyards have been the chief beneficiaries of
a surge in orders for containerships, which more than
doubled in 2024 compared to the previous year.

China captured a staggering 90% of all
containership orders, 80% of bulk carriers and 75%
of tanker orders in 2024, according to data tracked
by Lloyd’s List.
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Its dominance has raised concerns at the European
Union, which has started to wake up to the fact that
a new industrial policy for European shipbuilding is
required just to maintain its existing market share.

European shipowners are in a — seemingly absurd
— position whereby they can obtain subsidies from
their local governments, or EU subsidies, to order
“green” vessels. Yet while the subsidies can amount
to several million euros, there is no requirement to
order their ships in Europe.

Given the price advantage of building ships in China,
unsurprisingly, Chinese yards are benefiting from
these European subsidies.

Meanwhile, the US government has also become
increasingly concerned about China’s dominance

of global shipbuilding. It has called for tariffs on
China-built ships calling at US ports, or restrictions
on the supply of imported marine equipment

to China.

But while shipbuilding — having been ignored

for decades — has finally caught the attention of
Western politicians, countering the might of the
Chinese shipbuilding industry looks a futile quest.

China’s competitive price advantage, reportedly
backed by government subsidies, is impossible to
beat, while Western politicians appear to have bigger
fish to fry than shipbuilding.

As China seems to have sets its sights on becoming
the world’s largest vehicle manufacturer, European
governments and EU bureaucrats are now having to
grapple with the threat to hundreds of thousands of
jobs in the vehicle manufacturing sectors too.

The potential loss of a few thousand jobs in
shipbuilding is dwarfed by this latest modern-day
industrial challenge for the continent, especially as
most major European shipyards shut up shop in the
1980s and 1990s.

Marine insurance: Firmer P&l, softer H&M

and cargo

MORE expensive P&I, cheaper hull and machinery
premiums, and cargo cover. That — in a nutshell —
is the prospect facing buyers of the key categories of
marine insurance in 2025.

Some policies are compulsory as a ticket to trade;
others are elective but well advised; others still are
essentially simply a means of buying peace of mind.
But all in all, it’s big business.

Global premiums aggregated $38.9bn in 2023,
according to statistics unveiled at the International
Union of Marine Insurance conference in Berlin in
September.

How much individual shipowners actually end up
paying depends on numerous variables, not least
claims record and fleet discounts.

But figures compiled by the Baltic Investor Indices
underline that insurance remains a big outlay for
most operators.

Even so, pricing is not unreasonable right now. The
all-in cost of insuring a very large crude carrier fell
in the year to October, and premiums were flat for
bulk carriers, according to data compiled by the
Baltic Investor Indices.
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With P&I renewal due next February 20, rate hikes
are already an accomplished fact rather than a
prediction, with all International Group affiliates
having spelt out their intentions at the time

of writing.

Britannia is seeking a 7.5% increase; the American
Club and Japan Club 7%; and UK Club 6.5%.
NorthStandard, Skuld, Steamship Mutual, Swedish
Club and West of England are looking for an
additional 5%; and Gard wants a targeted 4% rise in
premiums. Small craft specialist Shipowners’ Club is
in a position to freeze premiums.

Gard, Skuld and Steamship Mutual all have
sufficient reserves to provide generous cashbacks,
more than offsetting the premium increases.

Justification for the extra cash is provided by a

rise in claims costs, with pressure particularly felt
through the pool scheme, which is understood to
have clocked up 11 claims as of the end of October —
more than in the entire 2023-24 policy year.

Rates will be adjusted separately to reflect any
changes in the cost of the International Group
reinsurance programme, which looks likely to rise
sharply in the wake of the Baltimore bridge collapse.
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H&M premiums are negotiated individually with
each owner and underwriters naturally treat them
as commercial in confidence.

Even asking for examples of typical pricing by vessel
type tends to solicit non-committal answers, as
quotes vary tremendously, depending on loss record,
size of fleet, no-claims bonuses and deductibles,
among other factors.

But brokers put the ballpark at about $0.30 per dwt
for a VLCC, suggesting about $75,000 for a typical
unit; and $0.40 per dwt for a capesize, equivalent to
$68,000 for a 170,000 dwt capesize. These numbers
assume deductibles in the order of $200,000-
$300,000.

The hull market has seen profitability increase
markedly since the Lloyd’s Decile 10 purge of
underperformers that commenced in 2018, which
has attracted new capacity to the niche.

In fact, there is too much new capacity — at least
from an underwriters’ perspective. Multiple sources
have confirmed that rates are softening as insurers
are forced to quote competitively to maintain
market share.

Brokers are claiming they can shave 10% off quotes
from incumbents for renewing owners with sizeable
fleets — and more than that for new business.

There are similar tales of slackening because of
additional capacity in the cargo insurance market,
although reportedly we are still some way away from
the perennially soft markets that characterised the
latter end of the 2010s.

That is making life harder for cargo underwriters,
who have plenty on their plate right now.

For instance, diversions round the Cape of Good
Hope in the wake of the Houthi attacks on vessels in
the Red Sea have seen an increase in heavy weather
losses.

Cargo insurers have also been on the hook for
extreme weather events and for port strikes,
particularly in the US.

Several London portfolios are also thought to have
lost out when major trader Glencore decided to place
its business with a captive, taking $50m in premium
volume out of the sector at a stroke.

MARKETS

Favourable propane pricing propels VLGC spot

rates upward

SPOT earnings of very large gas carriers
transporting liquefied petroleum gas have risen
to their highest levels since October following a
relatively stable period during the past few weeks.

The Baltic Exchange’s BLPG index, an average

of assessed time charter equivalent earnings on
the three main VLGC trade routes divided by 10,
crossed the 5,000 mark when markets closed on
Tuesday. That constituted a gain of more than 24%
since Friday and 22% since the week started.

An important driver of VLGC demand is that
propane prices in the US are lower compared with
Asia. Another factor influencing demand for freight
is the price of propane relative to naphtha. Both are
used as petrochemical feedstock, but naphtha is
carried on product tankers.
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According to Jefferies shipping analyst Omar Nokta,
favourable propane pricing dynamics have been
driving this week’s surge in VLGC rates.

“Widening US export pricing arbitrage and
favourable propane pricing relative to naphtha [are]
leading to higher spot activity,” he said in a note on
Wednesday.

Another key factor influencing VLGC rates is the
Panama Canal. When the unprecedented drought
in 2023 led to restrictions and delays, VLGC
tonne-miles increased, and rates surged. When
conditions began to normalise in the spring of this
year and VLGCs returned to the Panama Canal,
tonne-miles decreased and VLGC freight rates
suffered.

“Currently, the US Gulf-Asia propane price
differential stands at $210 per tonne, up from $195
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per tonne last week, though is below the $225 per
tonne average thus far this year,” said Nokta.

“We note that the USG-Asia freight rate of $105

per tonne equates to 50% of the propane price
differential; this is lower than the long-run 65%-70%
seen since 2015 but is higher than the lows of
25%-35% seen during the soft August-October
months.”

Another factor that has weighed on VLGCs over the
summer was adverse weather conditions in the US
Gulf, which led to terminal downtimes and limited
cargo availability.

However, the normalisation of the Panama Canal
was the key factor dragging on VLGC rates and
their inability to capture the traditional share of the
US-Asia arbitrage in the summer, Dorian LPG chief
executive John Hadjipateras told investors during
the company’s 3Q24 earnings call.

“Factors like the efficiency of the transits feature
more prominently than the export capacity
restrictions,” he said.

“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.”

Dry bulker newbuild activity slows as
uncertainty clouds outlook

NEWBUILDING contracting in the dry bulk
shipping sector has plummeted over the past three
months because of declining freight rates, an
uncertain future market and high asset prices.

According to BIMCO shipping analyst Filipe
Gouveia, new orders placed in September to
November were 70% below the yearly average. He
expects total contracting in 2024 to fall short of
2023 levels.

The pullback in newbuilding activity comes on the
heels of weakening market conditions in recent
months. After a strong performance for most of
the first three quarters of 2024, dry bulk rates
started declining.

The Baltic Dry Index, which measures global
dry bulk spot freight, fell 15% in October from
September’s level. It slid further in November to
close the month 16% lower year on year.

Gouveia attributes the rate decline to softer Chinese
commodities imports and a recovery in Panama
Canal transits easing tonnage demand.

Uncertainty about future market trends has also
dampened shipowners’ appetite for new orders, with
concerns about slowing demand in coming years as
coal shipments peak and iron ore trade stalled by
steel mills increasing scrap use.

There is also uncertainty around future fuel options
for newbuilding and whether infrastructure will
support new fuels at ports worldwide. Owners
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are wary about placing orders before fuel choices
crystalise.

While newbuilding prices have held stable, values
for five-year-old ships have declined 7% since
August as conditions weakened. With secondhand
tonnage now comparatively cheaper, “building a new
ship becomes less attractive”, said Gouveia.

Nonetheless, asset prices overall remain lofty,

with five-year-old bulkers still selling for 90% of
newbuilding costs on average. Competition for
shipyard slots from other vessel sectors has kept the
pricing high.

Capesizes were the only vessel class to see higher
newbuilding orders in 2024, with contracting up
42% in capacity terms. Panamax and supramax
orders fell but remain the top contracted classes by
number and capacity.

Despite the pullback, Gouveia says the orderbook
stands at a moderate 10.4% of the fleet. He expects
newbuilding activity to eventually rebound as
emissions regulations drive fleet renewal over the
next decade.
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Opec slashes demand forecast

THE Organisation of Petroleum Exporting
Countries has again revised downwards its global oil
demand growth forecast to 1.6m barrels per day.

The figure was announced in the group’s monthly
oil market report. It is a 24% decrease since August
2024 and the fifth-consecutive month Opec’s
demand forecast has been cut.

Opec said it had taken into account “recently
received bearish data” for the third quarter of 2024.
OECD Americas and OECD Asia-Pacific demand
has been revised downwards, which has only partly
been offset by an upward revision to OECD Europe
demand.

Demand growth in China and India has also been
revised downwards, as well as forecasts for the
Middle East and Africa.

Overall, Opec predicts total global demand to reach
103.8m bpd in 2024 and is forecasting demand to
grow at 1.4m bpd on 2024.

“Strong air travel and healthy road mobility” will
bolster growth into 2025, Opec said, alongside
healthy industrial, construction and agricultural
activities.

The cartel’s forecast is still more optimistic than
others in the sector. The International Energy
Agency latest forecast predicts global oil demand to
increase by 1.1m bpd next year, up from 840,000
bpd growth in 2024.

That growth will largely be driven by petrochemical
feedstocks, with demand for fuel “constrained by
behavioural and technological progress”.

“While the market is closely assessing geopolitical
tensions and evolving Opec+ supply dynamics,

the bigger question for 2025 remains global oil
demand,” the IEA said in its latest monthly report.

“The abrupt halt to Chinese oil demand growth this
year, along with sharply lower increases in other
notable emerging and developing economies such
as Nigeria, Pakistan, Indonesia, South Africa and
Argentina, has tilted consensus towards a softer
outlook.”

Supply continues to increase too. The latest IEA
forecast is for global supply to increase by 630,000
bpd this year and 1.9m bpd in 2025.

Much hinges on the unwinding of Opec+ voluntary
cuts, which have been in place in some form since
April 2023. Those cuts were extended by the group
last week and will now not begin unwinding until
April 2025.

“The decision by Opec+ to delay the unwinding of
its additional voluntary production cuts by another
three months and extend the ramp-up period

by nine months through to September 2026 has
materially reduced the potential supply overhang
that was set to emerge next year,” the IEA said.

“Even so, persistent overproduction from some
Opec+ members, robust supply growth from non-
Opec+ countries and relatively modest global

oil demand growth leaves the market looking
comfortably supplied in 2025.”

But there are question marks over compliance
to cuts. Iraq, Kazakhstan and Russia have all
overproduced at some point this year and have
agreed to reduce production to compensate.

The IEA said its estimates show collective output
from Opec+ countries of 680,000 bpd above targets
in November 2024.

IN OTHER NEWS

Shipping climate alignment scores
falling short of IMO trajectory

THE disparity between shipping’s
achieved climate alignment
scores and where they need to
be to hit International Maritime
Organization net zero targets

The research from the Oslo-
based Nordic marine insurance
trade association found that
while boxships were getting
their environmental act together,
passenger vessels recorded

an absolute increase in carbon

As a rule of thumb, younger bulk,
passenger and tanker vessels
were cleaner than their older
counterparts. But correlation
does not hold for car carrier, ro-ro
and container segments.

increased last year, accordingtoa dioxide emissions.

new report from Cefor.
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Scientists team up to measure LNG
shipping'’s real emissions
RESEARCHERS will follow up a
groundbreaking study on liquified
natural gas ships’ methane
emissions to better understand
the technology's real-world
environmental impact.

The first Fugitive and Unburned
Methane Emissions from Ships
study made use of drones to take
onboard measurements from
ships’ exhaust plumes.

Now the two-year Fumes 2 study
will expand its scope to include
emissions from two-stroke

LNG engines, onboard fugitive
emissions and those generated
during LNG cargo handling, using
a mix of onboard sensors and
drone-based technology.

Singapore seeks proposals for sea-
based LNG reloading and alternative
supplies

THE Maritime and Port Authority
of Singapore has launched a
scheme to explore scalable
solutions for sea-based LNG
reloading and e/bio-methane
supply, inviting participants to
perform tests.

As the world’s largest
conventional bunker port,
Singapore is striving to explore
LNG and other alternative fuels

supply by welcoming participants

to join the EOI, including those
who are not existing LNG
bunkering licensees.

The EOI seeks to collect
proposals in three areas:

scaling up sea-based reloading
operations, which includes ship-
to-bunker barge LNG operations;
facilitating the supply of LNG

alternatives such as liquefied bio-

methane; and developing floating
platform concepts to improve
bunkering safety and efficiency.

Lomar joins with Mythos Al to
‘push boundaries’ of autonomous
navigation

LOMARLABS, the corporate
venture lab set up less than two
years ago by Logothetis family
shipping vehicle Lomar, has
teamed up with autonomous
navigation expert Mythos Al to
pilot-test artificial intelligence
technologies.

In a statement, the two
companies said they aimed to
“pave the way for a safer and
smarter shipping industry” and
“push the boundaries of what’s
possible in sustainable shipping”.

The initiative comes ahead

of the International Maritime
Organization’s finalisation of

a non-mandatory code for
autonomous merchant ships, that
is scheduled to be adopted by
May 2025.
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Classified notices follow

Lloyd’s Listb

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

Please contact: marketingservices@lloydslistintelligence.com
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TotalEnergies E&P North Sea UK Ltd
THE ENERGY ACT 2004

NOTICE OF APPLICATION FOR SAFETY ZONE SCHEME DURING CONSTRUCTION,
OPERATION AND MAINTENANCE OF THE CULZEAN FLOATING OFFSHORE WIND TURBINE
PILOT PROJECT.

THE ELECTRICITY (OFFSHORE GENERATING STATIONS) (SAFETY ZONES) (APPLICATION
PROCEDURES AND CONTROL OF ACCESS) REGULATIONS 2007 - STATUTORY INSTRUMENT
2007 NO 1948

Notice is hereby given that TotalEnergies E&P North Sea UK Ltd (“TEPNSUK?”), registered under
company registration 03682299 at 19th Floor 10 Upper Bank Street, Canary Wharf, London,
England, E14 5BF has applied for consent from Marine Directorate as set out in the Energy Act
2004 and the Electricity (Offshore Generating Stations) (Safety Zones) (Application Procedures
and Control of Access) Regulations 2007 (S| No 2007/1948) for safety zones as follows for the
previously licensed Culzean Floating Offshore Wind Turbine Pilot Project during construction,
operation and maintenance, and decommissioning phases.

The following safety zones are being applied for:

e A permanent 500 metre (m) safety zone cantered around the proposed Culzean Floating
Offshore Wind Turbine Pilot Project. To be in place during construction, normal
operations and for periods of maintenance, and decommissioning.

The precise start date and co-ordinates of the safety zones will be detailed in the Notice to
Mariners prior to their implementation.

Full details of the safety zone application are available to download on the TEPNSUK website at
https://totalenergies.co.uk/culzeanwindturbine and will be published on Marine Scotland at
https://marine.gov.scot/ml/culzean-floating-offshore-wind-turbine-pilot-project. Alternatively, a
request to receive a hard copy may be made via email to cfwp@totalenergies.com. Any person
wishing to make representations to the Secretary of State about the application should do so in
writing to the Scottish Ministers, c/o Marine Directorate — Licensing Operations Team, Marine
Laboratory, PO Box 101, Victoria Road, Aberdeen, AB11 9DB (MD.MarineRenewables@gov.scot),
stating the name of the proposal and nature of their representations, not later than 28 days from
the date, or latest date of this notice.

Fair Processing Notice

The Scottish Government’s Marine Directorate - Licensing Operations Team (“MD-LOT”)
determines applications for marine licences under the Marine and Coastal Access Act 2009.
During the consultation process any person having an interest in the outcome of the application
may make a representation to MD-LOT. The representation may contain personal information, for
example a name or address. This representation will only be used for the purpose of determining
an application and will be stored securely in the Scottish Government’s official corporate record.
Representations will be shared with the applicant and/or agent acting on behalf of the applicant,
any people or organisations that we consult in relation to the application, the Directorate of
Planning and Environmental Appeals should the Scottish Ministers call a PLI and, where
necessary, be published online, however personal information will be removed before sharing or
publishing.
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A full privacy notice can be found at: https://www.gov.scot/publications/marine-licensing-and-
consenting-privacy-notice/. If you are unable to access this, or you have any queries or concerns
about how vyour personal information will be handled, contact MD-LOT at:

MD.MarineRenewables@gov.scot or MD-LOT, Marine Laboratory, 375 Victoria Road, Aberdeen,
AB11 9DB.
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