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Dark fleet intervention raises
spectre of Russian naval
escalation

THE threat of direct Western intervention in dark fleet trades has left
Denmark’s security services bracing for the prospect of Russian naval
escorts in the Baltic.

They are also concerned about increased jamming of satellite and radio
signals disrupting shipping and warn that escalating provocations
against NATO countries are now very likely.

According to the Danish Defence Intelligence Service, threats against
Denmark have become “more serious”, and Russia now has more
options to challenge North Atlantic Treaty Organisation’s members
with “a more threatening military behaviour”.

Specifically, that could include letting Russian warships escort tankers
through the Baltic Sea, explained the security services annual outlook
issued on Wednesday.

That warning comes just days after the Nordic-Baltic 8 countries,
including Denmark, announced that so-called dark fleet* tankers
would be asked for proof of insurance if they pass through the waters
of several European nations.

That increased scrutiny, for now, comes with an ambiguous set of

consequences for ships found to be sailing without sufficiently robust
Ccover.
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Both the Danish and British governments have
previously said that suspected shadow fleet vessels,
which may hold dubious or inadequate insurance,
are being “challenged”, a threat repeated by

the Nordic-Baltic 8 statement this week, which
promised to hold operators to account via potential
“sanctions-related action”.

However, reports citing officials in Brussels and
Denmark have suggested that the threat of sanctions
could be superseded by physical inspections and
potentially a blockade of suspect ships.

According to anonymous officials quoted in the FT,
Danish naval vessels could be tasked with inspecting
and potentially blocking tankers of Russian oil
sailing through its waters under new EU plans.

Those discussions follow a non-binding EU
parliamentary resolution last month calling for
“measures to restrict the use of the English Channel
by Russian ‘shadow fleet’ vessels”, a plan which has
received widespread support among EU member
states.

The prospect of moving from a voluntary request
for proof of insurance to direct intervention is
understood to have been the key issue prompting
Danish intelligence to raise the concerns over
Russian naval escorts as the likely response from
Moscow.

The Russian ministry of defence has not responded
to Lloyd’s List’s requests for further information
regarding the prospects of naval escorts.

Regardless of Russia’s response, any move on the
part of Denmark to stop a dark fleet vessel would be
legally problematic.

Denmark’s only legislative powers in the straits are
specified in Article 42 of the UN Convention on the
Law of the Sea. In relation to marine pollution, the
provision allows bordering states to require that the
international convention-based rules on prevention
and control of ship-source pollution are complied
with. Since this is already an obligation on vessels
wishing to use the right-to-transit passage, it leaves
no real independent legislative powers with states
bordering international straits, and certainly rules
out any requirements that go beyond accepted
international maritime treaties, such as requiring
vessels to produce a certificate of insurance backed
by Blue Cards issued by coalition-based P&I clubs.

Regarding enforcement powers, as long as a vessel
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is engaged in “continuous and expeditious transit”
through the Danish Straits, Denmark cannot
“hamper” or otherwise interfere with its progress,
according to a professor of maritime law and law of
the sea at the University of Southern Denmark.

Denmark’s enforcement powers are outlined by
Unclos Article 233, which states that if pollution
control regulations are not adhered to and this
threatens to cause major damage to the marine
environment of the Danish Straits, then Denmark
could take “appropriate enforcement measures.”

But this is a high standard for Denmark to establish,
according to Siig.

“It requires more than a vague sense of dread that a
vessel might be carrying a fraudulent certificate of
insurance as it passes through the Danish Straits,”
she explained in a legal opinion article published last
week.

It is also not enough for Denmark to worry that

a vessel is moving oil above the price cap and
therefore potentially establishing legal grounds

for the P&I club to resist paying claims due to
exclusionary clauses or illegality-based arguments.
Instead, argues Siig, Denmark is restrained from
intervention unless there is concrete and actionable
proof that a vessel is a major threat to damaging the
marine environment.

For now that has left Denmark, along with the
Nordic-Baltic 8 countries and the UK sustaining

an ambiguous line on threatening to hold dark fleet
tankers to account, but not being specific about what
action they will take beyond targeting ships with
sanctions designations.

Meanwhile, according to Denmark’s foreign
intelligence service, Russia is expected to continue
displaying more risky behaviour toward civil
shipping and aviation.

Its toolkit is likely to include military exercise
activities near NATO territory, as well as jamming
in large geographical areas “without regard to ships’
and aircraft’s communications and GPS signals,”
according to the report.

According to industry bodies BIMCO and Danish
Shipping, those threats are being taken very
seriously by the maritime sector, where reports of
Russia jamming radio signals and manipulating
Automatic Identification System signals are now
considered routine threats.
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“The Danish intelligence service report confirms
what we have known for some time now” said
BIMCO head of maritime security Jakob Larsen.

“The jamming of GPS signals and AIS manipulation
has been a problem for some time and we know
that basically everywhere where Russia or Iran has
military interests it is a problem, but they do this
with complete disregard for the implications for
commercial shipping or the airline industry, and
that’s, of course, a bit concerning because it raises
the risk level for everyone.”

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

WHAT TO WATCH

Houthis say nine dead as Israel targets Yemeni

ports

HOUTHI militants claim nine people have died
in Israeli airstrikes on ports controlled by the
Yemeni faction.

Nasruddin Amer, chairman of the Houthi-
affiliated Yemeni News Agency Saba said two
were killed in strikes on the “Ras Isa oil facility”
and two more in a raid targeting nearby port of
Saleef, according to a translation of Amer’s social
media post on X.

Ras Isa is the Houthis’ main hub for importing
refined fuels and liquified petroleum gas.

Israel Defense Forces issued a statement saying
it struck military targets in Houthi-controlled
territory in the early hours of Thursday in
response to numerous missile and unmanned
aerial vehicle attacks on Israel. The strikes also
reportedly targeted a power station in the capital
of Sana’a.

“Over the last 14 months, the Iran-backed Houthi
terror regime in Yemen has launched hundreds
of missile and UAV attacks against the state of
Israel,” IDF spokesperson Daniel Hagari said in a
video statement on X.

One such attack took place as the Israeli
operation was likely underway, with a Houthi
rocket the IDF said was partially intercepted
hitting a school in central Israel. No injuries or
casualties were reported.

Israel has previously targeted Houthi-controlled
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ports, carrying out airstrikes in July and
September.

Risk management firm Ambrey says three
tugboats were heavily damaged in the Israeli air
raids on Thursday.

The IDF said the ports are used as a gateway for
weapons supplies to the Houthis.

At the time of the attack there were seven
merchant ships berthed in Houthi-controlled
ports, according to Lloyd’s List Intelligence vessel
tracking data.

A bulk carrier, Fethiye-M (IMO: 9485899) arrived
in Hodeidah shortly after the strike.

The Houthi’s other major ports have not received
any commercial ships since December 17.

The port of Ras Isa has recently undergone an
expansion. An analysis of satellite imagery shows
new jetties were erected since the summer,
including one that is currently accommodating an
LPG carrier.

The vehicle carrier Galaxy Leader (IMO:
9237307), which was abducted by the militants
over a year ago, is among the vessels that can be
seen berthed at Ras Isa in satellite imagery from
Planet Labs dated December 18. Its 26 crew are
still being held hostage by the Houthis.
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Doubts raised over Bangladeshi report on LPG

cargo origins

A REPORT issued by a Chittagong Port Authority
investigative committee regarding the origins of
two LPG cargoes concluded they came from the
United Arab Emirates and Oman; an analysis of
ship-tracking, cargo, and satellite data suggests
otherwise.

The four-member committee investigated the
cargoes on board the very large gas carriers Gaz
GMS (IMO: 9131539), and Captain Nikolas (IMO:
9008108). Gaz GMS discharged its LPG to lightering
vessels off Bangladesh in October and November,
while Captain Nikolas caught fire during a ship-to-
ship transfer of its suspected cargo in mid-October
and has remained anchored and laden at Kutubdia
anchorage since.

The investigation was launched after the LPG
Operators’ Association of Bangladesh lodged a
complaint with the chairman of the Chittagong
Port Authority, stating that the vessels were laden
with Iranian LPG and carrying forged shipping
documents. The committee’s report, which Lloyd’s
List translated from Bengali, concluded that the
cargoes were not Iranian, and rather originated in
the UAE and Oman.

The report appeared to base its conclusions solely on
shipping documents found on both vessels, like the
list of last 10 port calls, and cargo origin certificates.

“Upon verifying the ‘Certificate of Origin’ and
other documents and records of the two vessels, no
evidence was found to substantiate that the cargo
mentioned was imported from Iran,” according to
the report’s translation.

The committee said its review of the evidence
showed no ports in Iran among the last 10 ports
of call for either vessel, which indicated that the
cargoes were not transported from Iran.

Shipping documents, like cargo manifests or bills
of lading, are routinely and easily forged by actors
seeking to skirt sanctions by obscuring a cargo’s
origin.

Lloyd’s List has analysed vessel tracking data,
satellite imagery from Planet Labs and the EU’s
space programme, and concluded that the cargoes
on board Gaz GMS and Captain Nikolas likely did
not come from the UAE and Sohar.
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The findings are backed by research from tanker
trackers at US advocacy group United Against
Nuclear Iran, and data from commodities and
analytics provider Vortexa.

Lloyd’s List has contacted the committee’s four
members, and a member of the CPA’s board, for
comment.

Captain Nikolas

The committee’s report states that Captain
Nikolas loaded its cargo in Sohar, Oman,
between September 21-24, 2024. However, the
vessel’s Automatic Identification System on those
dates show it anchored off Oman, not loading

at the port. Moreover, the vessel’s AIS signal

was clearly manipulated between September
9-18, and it reported a draught change after the
AIS manipulation period ended rather than on
September 24, when it supposedly finished loading
the cargo.

UANT’s research suggests Captain Nikolas loaded
in Iran around September 13-15. Vortexa data also
indicates the LPG was loaded in Iran.

Captain Nikolas arrived laden at Bangladesh’s
shores in early October and carried out one STS
transfer with a small lightering tanker, according to
Lloyd’s List Intelligence data. However, the next part
didn’t go as planned.

On October 13, Captain Nikolas caught fire mid-STS
with the small gas carrier B- LPG Sophia (IMO:
0175846). No injuries or casualties were reported,
but 31 people — all of Sophia’s crew and several
locally hired watchmen from both Captain Nikolas
and Sophia — were rescued by the Bangladeshi Navy
and Coast Guard.

Captain Nikolas’ Blue Card was issued by Norway-
based Ro Marine, but the vessel was out of coverage
at the time of the casualty because the owners failed
to settle the premium, the insurer told Lloyd’s List at
the time.

The 32-year-old, Tanzania-flagged Captain Nikolas
is one of at least 15 LPG carriers that were found

to be linked through a complicated network of
Panama-based shell companies by a Lloyd’s List
investigation in November 2023.
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Lloyd’s List has contacted Captain Nikolas’
shipmanagement firm for comment.

Gaz GMS

According to the report, Gaz GMS loaded its cargo
at Mina Rashid, UAE, via an STS transfer, in early
to-mid September.

So far, so good. The Panama-flagged, 1997-built
vessel indeed received its cargo via an STS transfer
off the UAE, but that was not where the cargo
originated.

The cargo was transferred to Gaz GMS from

VLGC Gas Orient (IMO: 8910897), which, in turn,
received it from VLGC Tower Rise (IMO: 8912546),
according to vessel-tracking data from Lloyd’s List

Intelligence and cargo data from Vortexa. Both STS
transfers occurred with the vessels’ AIS switched
on. However, Tower Rise was manipulating its AIS
between July 8-14, when it picked up the cargo that
was ultimately discharged in Bangladesh by Gaz
GMS.

Satellite imagery analysed by Lloyd’s List and UANI
suggests Tower Rise was loading in Assaluyeh, Iran,
on and around July 11-13. Vortexa data also indicates
the cargo was of Iranian origin.

Lloyd’s List has contacted the shipmanagement
firms of Tower Rise, Gas Orient, and Gaz GMS, for
comment. According to the Equasis database, the
India-based firms managing Gas Orient and Gaz
GMS share the same phone number.

ANALYSIS

International Group reinsurance hike ‘unfair’ to
boxship owners, brokers argue

THE large increase in the reinsurance levy for
vessels entered with International Group P&I clubs
was disproportionately weighted towards boxship
owners in response to the Baltimore bridge collapse,
some marine brokers have argued.

But the charge was rejected by the clubs themselves,
who countered that the decision was based on
records over a 10-year period and is therefore
entirely justified.

Their overall rate hike, announced on Wednesday,
is in the order of 11% for the world fleet taken as a
whole.

But as is always the case, the rates for the IG’s
general excess of loss cover, which gives merchant
vessels liability cover in excess of $2bn through the
pool scheme, is differentiated by vessel type.

GXL, which is effectively compulsory, is assessed at
a flat rate per gross tonne.

Vessels designated ‘FCCs’ (fully cellular
containerships) must stump up 89.03 US cents per
gt, a hefty 23.6% increase. With 24,000 teu units
weighing in at about 235,000 gt, the additional bill

on top of P&I premiums would come in at $209,220.

Clean tankers are the other segment to see a big
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increase, which has been pitched at 8.9% or 43.37
US cents per gt. That would mean $28,190 for a
65,000 gt aframax.

Otherwise, rates for ‘persistent oil tankers’ — more
popularly, dirty tankers — are up 1.5% to 62.58
cents. For a VLCC of about 160,000 gt, that works
out at $101,128.

Dry ships are up 3.3% to 60.54 cents per gt,
passengerships up 1.6% to $3.439 per gt, chartered
tankers 3.8% to 32.46 cents per gt and chartered
dries 3.3% to 15.77 cents per gt.

The full impact of the spectacular casualty at
Baltimore, in which containership Dali (IMO:
9697428) lost power and allided with the 1970s
vintage Francis Scott Key bridge, bringing the
structure down, is still playing out.

The owners and managers have already reached

a $103m settlement with the US Department of
Justice, which has eaten up the entire IG retention
layer and entered the layer reinsured by an annual
aggregate deductible via IG captive Hydra.

The companies have also filed legal action under the

1856 US Limitation of Liabilities Act, which would
cap their liability at $44m.

Page 5



But this is being contested. If the action, which
given the slow pace of litigation in the US will
almost certainly run for years, is lost, the bill
will run to billions of dollars.

The pool’s reinsurers, who underwrite what is
one of the world’s largest reinsurance contracts,
have drawn the conclusion that they need higher
premiums.

For the marine insurance world, that conclusion
has been regarded as inevitable ever since the
casualty.

Brokers said that the increases were pretty much
in line with what they saw coming down the
line, with the IG briefing them that shipowners
were looking at a 15% increase in premium rises
overall.

The IG had also hinted that boxships would bear
the brunt, and the 23.6% hike for FCCs was if
anything at the lower end of expectations.

“Two things seem a little unfair to me. Dali could
have been any kind of ship,” said Marsh’s global
head of P&I, Mark Cracknell.

“Yes, there have been other large container
vessel claims recently, but the additional burden
on FCCs seems a bit heavy-handed to me.”

“The increase on the passenger rate also seems a
bit off. The percentage rise may be small but it’s

a heftier number when expressed in cents per gt
than the increase for dry cargo ships and both the
two tanker categories, even though the passenger
vessel 10-year pool record is very good.”

The use of the term premium in the context of
GXL should be in inverted commas, he added,
because not all of the premium this allocation
will generate from club members will be paid to
reinsurers.

Some of it will be used to improve the position of
Hydra, the IG captive, to an extent which Cracknell
believes not all clubs thought was really necessary.
Gallagher’s managing director of P&I, Alex
Vullo, said that the rates were better than he had

expected.

“We were hearing 10%-15% generally and 25% on FCCs,
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so this will be positive, since it’s all way below that. The
question will be will we see the same again next year.”

Lockton subsidiary PL Ferrari managing director
Stephen Hawke concurred that this year’s GXL
renewal has been overshadowed by the Baltimore
bridge accident.

“While the ultimate claim quantum will take
some time to be finalised, probably years, the IG
reinsurers will have been taking the view that
there is a very high probability that some, if not
all, layers will be exposed to the ultimate claim.
And hence they want an increase.”

“That increase is thus allocated across the vessel
types, with the container sector bearing the
biggest penalty as Dali falls into that category.
The other vessel types which have better or
good records on the reinsurance layer have been
treated more benignly.”

Any increase in cost is always unwelcome for
shipowners, so it is a small comfort that it is
actually less than was being initially predicted,
and the IG’s reinsurance committee and its
brokers deserve credit for swinging a decent deal.

But unsurprisingly, insurers took a different view
of the matter and were prepared to defend the
increases.

A senior figure at an IG affiliate P&I club,

who asked not to be named, pointed out that
allocation of the reinsurance costs between
different ship segments is based on a formula
that looks at incurred costs in excess of $100m in
each segment over a ten-year period.

“This means that any increases or reductions of
cost allocations are mathematically fair, based
on incurred costs and actual performance, and
nothing else,” he said.

One of his counterparts at another club, again
wishing to retain anonymity, added: “The
allocation is based on historical loss records

to the pool for each category, so it reflects that
containerships have been responsible for a decent
share of the pie over the years since the category
was introduced.”

“The allocation considerations also include
current reserves for future payments on Dali.”
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Hull market ‘on other side of peak’, says Aon’s

Meyrick

JANUARY 1 hull & machinery renewals are landing
somewhat cheaper than this time last year, with an
influx of new capacity often forcing underwriters

to concede double-digit discounts, according to the
global head of marine at Aon.

The comments from Lee Meyrick come as the
marine insurance sector embarks on the final leg

of signing off 2025 H&M contracts on a sizeable
proportion of the world fleet, in what he describes as
a buyers’ market.

The opening day of each year — known as 1/1in
insurance jargon — is not a hard deadline for H&M
in the same way that February 20 is for protection
and indemnity.

But it does see renewals on contracts covering
perhaps 40%-50% of all tonnage, and in pricing
terms, sets the tone for the rest of the year, including
ships that choose to renew on April 1, July 1 or other
dates.

Meyrick’s track record includes stints as senior
vice-president marine at AIG, global head of marine
at Zurich Financial Services and chief underwriting
officer at XL Catlin.

As that kind of CV illustrates, he has spent most

of his career as an underwriter, only switching to
broking on joining his current employer seven years
ago.

While the job also comes with responsibility for
aviation, logistics and space, Meyrick insists that
marine is still the element he most enjoys.

The firm does write marine as a managing general
agent to some extent. But it remains essentially a
broker, and while there are no definitive figures, it
is widely seen as the second-largest in the marine
space, behind only Marsh.

Its marine book roughly breaks down 50% cargo,
30% hull & machinery, 15% P&I and the remainder
miscellaneous classes such as ports, terminals and
liability in logistics.

That’s approximately the proportion those classes
make up in the marine insurance as a whole.

By way of a potted history, H&M was unprofitable,
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at least in the round, for the first two decades of this
century. Star turn marine underwriters sometimes
made money, but the market didn’t.

Then Lloyd’s embarked on its Decile 10 purge of
underperformers from 2018 onwards. Hull was
suddenly profitable once more, and has been ever
since.

In turn, that has generated an upsurge in new
capacity, frequently in the shape of MGAs, a type of
intermediary that acts principally as a broker, but
can also write on insurers’ paper by arrangement.

“The reason people get into marine quite quickly is,
it is quick to establish, and it is low capital intensity,”
said Meyrick.

“So you don’t have to carry a whole load of capital
against future risks. It’s [about] frequency rather
than severity. There has always been a relative
amount of people wanting to do it.”

Meyrick points to H&M loss ratios at Lloyd’s over
the last period. The yardstick measures payouts
and adjustment expenses as a proportion of total
premiums.

Over the last 10 years, they have fallen from around
80% to around 50%. This has even led some brokers
— such as Louise Nevill at Marsh — controversially
to argue that hull underwriters “have it too good”
right now.

“You had a couple of things happen,” Meyrick
continued. “You had rates being increased because
of Decile 10 and people moving out of marine.

“At the same time, you had increasing underlying
asset values. Hulls were more expensive, freight was
higher, cargoes were higher. The dual impact meant
that premiums were higher.

“Particularly in the hull & machinery space, for
several years, Covid helped. There was a real drop
off in claims.

“But the demand is always there. One thing

about marine is, you need it. You can’t trade
internationally without marine insurance. You've got
to buy it.”

Page 7



Four or five years ago, Meyrick argued, underwriters
were being very prescriptive, with line sizes often
coming down.

But then company chief underwriting officers,

not in the main marine specialists, started to pay
attention. Liking what they saw, they basically told
underwriters to write more hull.

“So you have this surge in supply of capacity. The
reinsurers love it as well, because it’s not that catty
[prone to natural catastrophes] and not that volatile.

“Two years ago, when the market was at its very
highest, you had lots of people wanting to set up
MGAs, which are now coming on track, with eight in
London alone this year.

“These are coming onto the market just as the
market is moving and moving quite quickly. But
we're the other side of the peak, to be realistic about
it.”

After four or five years of rate increases, a turning
point has been reached, and historical experience
suggests that markets tend to come down at a
quicker rate than they go up.

Underwriters look at new business in a different way
to retained business, he went on, basically seeing it

as there for the taking. That means bargains are to
be had.

While hull is still good business, a new dynamic is
now in place, Meyrick believes. Absent any major
catastrophe, rates are currently on a downwards
trajectory that is likely to continue over time.

It therefore makes sense to try to grow market share
now, to lock in the biggest possible part of the pie.

“If I were still in my old job and I thought rates were
going to come off 5%-10%, I'd want to write now.

“If it’s a big account and it’s new — cruise lines, some
of the bigger fleets — then you will get double-digit
discounts.

“I'm always reticent to put a number on it. But the
market is in a much different place than it was 12 to
18 months ago. It’s a buyers’ market, it’s a good time
to be a shipowner.”

There will be some variation by segment. Bulk
carriers and LNG and LPG carriers tend to be less
impacted by big losses and well-priced at all the time.

Big boxships and car carriers will remain trickier
propositions on which to quote.

Shipping needs a better way to split its green

bills

LAWYERS have warned for years that new green
regulations will create tensions between shipowners
and charterers when the bill comes due. But these
are only a symptom; green shipping advocates say
broader reform is needed.

Greenhouse gas policies put owners on the
hook for compliance, but charterers make the
decisions that affect whether the ship complies,
such as its speed and route.

Say an owner charters out a vessel and asks the
charterer to make sure to bring it back with a ‘C’
rating under the Carbon Intensity Indicator, by
sailing frugally. They want a good green score for
their asset.

But at the end of the year, the ship is returned
with an ‘E’. Can the owner write a charterparty
clause that obligates a certain CII performance,
or a sanction or compensation in the event? Can
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the shipowner share the liability, or must they
carry it all?

In response, shipowner association BIMCO
produced a time charter clause in November 2022,
then a voyage charter clause last October. Big
charterers criticised the TC clause as unusable.

“Its length and complexity make it hard for either
party to identify what they are really faced with
as a liability, so incurs a high upfront cost, and
still leaves a lot for further debate if it ever goes to
dispute,” said University College London associate
professor in energy and transport, Tristan Smith.

“The alternative is to have a very simple clause that
expresses intent to achieve a CII performance, but

that then leaves everything to dispute.”

Part of the problem is lack of clarity in the CII
regulation, which merely tells low scorers to
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produce a plan to do better, and only after multiple
bad scores. This makes it hard for two lawyers
negotiating a charterparty to be clear what the
consequences are for an owner with a poor score.

“Will the score affect their market value? If so, how
much? What other costs are incurred?” Smith said.

“If that is unclear then translating that into a
consequence becomes very difficult.”

Lookout Maritime chief executive Martin
Crawford-Brunt said “very few people” have since
used the BIMCO clause, probably because they did
not want to accept risks they could not control.
And since the CII rule has no teeth, there was less
reason to care about it.

Crawford-Brunt leads the Baltic Exchange’s
emissions work and is a former boss of RightShip,
a green ship vetting group. He shares Smith’s
frustration with the current legal framework.

He said it could be fair to criticise BIMCO for
taking too long to come up with its standard
clauses, and for those clauses’ complexity. But he
added: “It’s not fair to lay all of this at their door.”

The central problem, he said, was the lack of a true
indicator of what good looks like. The CII penalises
ships for spending more time in port, so a ship’s
rating depends on its route, not its efficiency.

Crawford-Brunt said it would be better to use
another efficiency measure, such as round-voyage
CO2 per 1,000 tonnes of cargo carried. This would
help bring down emissions across the supply chain.

The market is now getting to grips with BIMCO'’s
new clauses, meant to help split the costs and risks
of the EU Emissions Trading System and Fuel EU
Maritime regulations.

Smith said without clauses that are fit for purpose,
everything gets backed up on the shipowners, who
take all the liability and none of the reward.

“If the shipowner can’t get simplification and
transparency, then instead of an energy transition
and efficiency transformation, we’ll just get people
investing in lawyers and not technology,” he said.

“Lengthy and opaque clauses inserted into ancient

charterparties do not constitute the modernisation
and simplification that is so desperately needed.”
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Quadrant Chambers barrister James Turner KC
said there probably would not be many legal fights
over the CII unless or until the market starts to
value ships based on its ratings, or if the IMO
starts handing out big fines for poor performance.

He said disputes were more likely from
“contractual teething problems with the EU
legislation”.

Aligning these split incentives is a problem for the
market to decide, not the lawyers.

“If the various people interested come along and
go, ‘we want to achieve this in a contract’, then
we can help,” Turner said. “But we can’t impose a
solution.”

BIMCO director of contracts Stinne Taiger Iva

said: “The BIMCO clause may appear long and
complicated, but with complicated regulations these
important aspects need to be addressed.”

She added that users could fit the clause
depending on their commercial relationships.

BIMCO faced the same challenge in the CII,

ETS or FuelEU: the rules are only enforced

the year after the ship operations or emissions
are monitored. But any shift of obligation to a
charterer must happen during the charter period,
and in real time through the monitoring year.

“This is a challenge, and that will probably also
be the case for the upcoming IMO mid-term
measures,” Ive said. “We are very focused on
providing flexibility and options in our contracts
because it offers various ways for parties to
comply with the regulations.”

Ideally, more efficient ships would consume less
fuel and so be more attractive in the charter
market. “Whether that will result in preferential
tonnage selection by a charterer, or a higher
charter rate, will be determined by the supply/
demand balance in the market,” Ivg said.

“We believe the responsibility to decarbonise our
industry should be shared between the owner
and the charterer, and we hope that owners and
charterers will collaborate closely today and
going forward.”
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LNG shipping execs write off 2025 and pin
hopes on 2026-2028 recovery

“THIS year there were just simply too many ships,”
said Oystein Kalleklev, chief executive of Flex LNG,
during a Capital Link online panel on Tuesday. “I
think next year there will also be too many ships. It
will take time to grind through this oversupply.”

As 2024 draws to a close, LNG shipping rates are
wallowing at historically low levels. Executives on
the panel repeatedly pointed to a market turnaround
in 2026-2028, with no mention of a rebound next
year.

“This is shipping. It’s always like this. You go from
undersupply to oversupply. The market will start to
rebalance in 2026 and we’ll get into a better market
in 2027 and 2028,” said Kalleklev.

Jerry Kalogiratos, chief executive of Capital Clean
Energy Carriers, sees future upside from new LNG
projects that eventually come online in the US
given the election of Donald Trump, although that
shipping driver is years away.

“Current US production is probably around 90
mtpa [million tonnes per annum], with another 9o
mtpa already under construction. The projects that
are pending FID [final investment decision] are
probably another 100 mtpa, and even if a fraction
of that materialises, we expect to have quite decent
demand.”

“We are very well placed for this, having brand new
ships coming online in 2026 and 2027,” Kalogiratos
said.

Spark Commodities commercial analyst Qasim
Afghan told Lloyd’s List, “The current market
sentiment on these record low rates is that they are
set to continue.”

Forward freight agreement pricing underscores the
pessimism toward 2025.

Spark’s 1Q25 and 2Q25 FFA assessments for a
174,000 cu m two-stroke-engine carrier are even
lower than rates in 4Q24, with the calendar-year
2025 assessment at the weakest level in a half-
decade, and FFA assessments for tri-fuel diesel
engine (TFDE) carriers averaging 32% lower than
two-stroke-engine carrier FFAs next year.

Lloyd's List | Daily Briefing Friday 20 December, 2024

Older steam turbines could finally be
scrapped

Capital Link panellists cited a “silver lining” of the
exceptionally weak rates, maintaining that rates will
finally force a mass scrapping of older steam-turbine
LNG carriers — an event that has been predicted for
years but has yet to occur.

“This a market where we will see a cleansing,” said
Kalogiratos. “It’s always painful when it happens,
but in a way, this is welcome.”

Last month, SK Shipping sold four steam-turbine
carriers en bloc for scrap: the SK Summit (IMO:
9157624), SK Splendor (IMO: 9180231), SK Stellar
(IMO: 9180243) and SK Supreme (IMO: 91577309).
In addition, BW Group reportedly sold BW Boston
(IMO: 9230062) for scrap. Multiple additional
steam-turbine carriers are reportedly on offer for
recycling.

“I think we’ll definitely see more of the steam-
turbine fleet sold for scrap,” said Nicholas Gleeson,
chief financial officer of Adnoc Logistics & Services.

“There are more than 100 coming off contract in the
coming years and it’s very likely we’ll see at least
half of that [recycled]. We're hearing of assets held
available for scrapping at the moment. That will help
take capacity out of the market.”

According to Kalleklev, “No big charterers want to
have these ships in their portfolio. These ships are
typically on 20-year contracts and once they roll
off, they are not renewed, which means they go into
the spot market. The spot market was quite good in
2022 and 2023, so these ships were not scrapped,
but now these ships will leave.”

“We think there will be a big uptick in scrapping and
you will really have the first big scrapping cycle in
LNG shipping,” he said.

Kalogiratos said recycling of steam-turbine carriers
will represent “part of the path to recovery”,
complemented by startup of liquefaction projects
already under construction, and after that, “new
FIDs, which will be boosted by the incoming Trump
administration”.
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Gleeson said increased scrapping of steam-turbine

ships “is not going to be the most significant driver

of the retightening of capacity, although it certainly
won't hurt”.

The most significant driver of recovery and
strengthening rates, Gleeson said, “will be the
growth in tonne-mile demand and the timing of new
projects and how quickly new volume comes online.

“I think we will definitely see demand shifting

from Europe towards Asia, with significant growth
in tonne-mile demand, and the potential for even
further volume to come out of the US given the
change in leadership. That’s going to be the strongest
driver.”

Drivers of current weakness

The recovery, whenever it happens, will be off a very
low base. Assessments from Spark Commodities
show a massive gap between 2024 spot rates and the
2019-2023 average.

During the Capital Link forum, panelists explained
why the current rate market is as bad as it is.

“The major factor is delivery timing [of newbuilds]
and a mismatch as we wait for a number of new
projects to come online,” said Kalogiratos, who
noted that only half of the liquefaction scheduled to
debut this year has actually come onstream.

“At the same time, we have already had 50 vessel
deliveries this year, with more expected by year-end
and next year,” he added.

A total of 74 newbuildings are scheduled for delivery
in 2025, followed by 98 next year, 96 in 2026, 87 in
2027, and 64 in 2028-2031, according to data from
Drewry.

“As we continue to see delays in certain projects such
as Golden Pass and Rio Grande, the forward pricing
continues to point to the marginal cargoes going to
the European Union,” Kalogiratos continued. LNG
pricing in Europe is high, “so there is little incentive
for long-haul cargoes, and there are a number of
Asian buyers that tend to be very price-sensitive,
which keeps the lid on demand from the Far East”.

Kalleklev said, “There is not sufficient arbitrage

to Asia, given that Europe is utilising a lot of gas,
and also, you don’t have the intra-month arbitrage,
meaning that there’s really no incentive to have
floating storage, which has [previously] tied up a
part of the fleet in this season.”

The net result, said Kalogiratos, is that charterers
with too many ships are putting them out into the
freight market.

“It has incentivised a number of charterers that are
long shipping to re-let the vessels into the market at
almost any price, which has put a lot of pressure on
the short-term and medium-term markets.”

Afghan told Lloyd’s List, “The US front-month

arb to Northeast Asia via the Cape of Good Hope
has remained marginal or closed for the last four
months, meaning that for all of 4Q24, US spot or
flexible cargoes were largely incentivised to deliver
to Northwest Europe to maximise profits.

“With the market signalling US cargoes to Europe,
Asia had to source more of its LNG locally, resulting
in many LNG vessels in both the Atlantic and Pacific
largely remaining within basin. This lower tonne-
mileage and hence higher vessel availability — when
combined with a large number of newbuildings
entering the market — created some of the major
factors causing LNG freight rates to plummet in
recent months.”

Bulk carriers continue to run Red Sea gauntlet

THE number of bulk carriers transiting the Red
Sea has decreased by more than a third since the
Houthis began attacking shipping.

Numbers of bulk carrier transits via the Bab el
Mandeb strait have fallen by almost 40% since
November 2023 compared to the 12 months prior,
according to Lloyd’s List Intelligence data.

While this is a significant drop-off, compared to
other sectors dry bulk looks positively cavalier. For
context, containerships traversing the same perilous
strait decreased 68% in the same period.

Lloyd's List | Daily Briefing Friday 20 December, 2024

Vehicle carrier transits via the Suez Canal have
dropped from an average of 100 prior to Red Sea
attacks on shipping, to only seven in November
2024.

Shipbroker BRS’ dry bulk analyst Christopher
Skelton said that as long as someone is happy to pay
for the cargo to go through, bulk carrier owners have
the stomach to “eat up the risk”.

The liner shipping segments, on the other hand, are
inherently more risk averse, Signal market analyst
Maria Bertzeletou said.
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Skelton added that a growing share of the dry bulk
fleet being China-owned was also a factor. He said
Chinese owners felt that they were on “good terms”
and were not involved in the conflict, compared to
European owners.

China-owned vessels represent just 3.7% of vessels
attacked by the Houthis since their campaign began,
compared to Greece-owned vessels that make up
22.7% of attacks.

Yet as Lloyd’s List has reported in the past, relying
on Houthi targeting accuracy is a fool’s game.
Maritime security analyst Ian Ralby told Lloyd’s List
the Iran-backed rebel group was “well practiced in
creating chaos”.

“I think we are looking at probably more erratic
attacks,” he said.

“Anything they can link either to Israel or to one of
Israel’s supporters is fair game for the Houthis. And
even if they get it wrong, they just do not care.”

But European bulk carrier Norden’s chief executive,
Jan Rindbo, recently refuted the suggestion by

a Eunavfor admiral that shipping should begin
returning to the Red Sea.

“I think we should ask our seafarers, for who this is
ultimately a safety issue,” Rindbo told Lloyd’s List.

“It’s very easy for us to sit back here and say, ‘Yes, of
course we can try to go through the Red Sea’, but at
the end of the day, we have the lives of seafarers at
risk.”

Appetite to transit what is effectively an active
warzone is not uniform among all vessel sizes.
Lloyd’s List Intelligence data shows the drop-off in
smaller sizes transiting the Bab el Mandeb is not as
stark as that of capesizes.

That’s partly down to efficiency and cost-
effectiveness, Bertzeletou said, but also simply down

to the types of cargo carried on different vessel sizes.

Data from Signal Ocean shows that for vessels of
above 100,000 dwt, more than two-thirds of cargo
originates from either Australia or Brazil, and 65%
ends up in China. A quick glance at a globe would
show there is little need to transit the Red Sea in
those iron ore and coal trades.

Disruption, then, has been pronounced for all vessel
sizes. But perhaps a more pressing question is
whether this is bad for the dry bulk market at all?

The answer, in terms of freight rates, is no. The
Baltic Dry Index has strengthened since the Houthi
attacks on shipping began, and Red Sea rerouting
has absorbed tonnage, which might otherwise have
driven rates down even further than the current
woes the market is experiencing.

A return to the Red Sea would see voyage distances
from China to Europe slashed by 5,000 nautical
miles, Skelton said. Put simply, a significant amount
of supply would enter the market, should the
Houthis lay down their rockets on January 1, 2025.

BIMCO shipping analyst Filipe Gouveia predicts
demand to fall by 2% if vessels return to the Red Sea
next year.

“A significant decrease is expected once ships are
allowed to return to the Red Sea,” he said.

“Rates may weaken the most for panamax ships
amid high fleet growth and a weakening in coal
shipments. Conversely, capesize freight rates could
be the most resilient due to low fleet growth.”

There are few in the industry that would stick their
neck on the line and confidently predict everything
to go back to normal in 2025 as far as the Red Sea is
concerned.

But amid the current downturn in the market and a
fourth-quarter push which has not materialised, the
real question is whether dry bulk owners even want
it to.

Boxship market balance will get a bit worse in
2025 and a lot worse in 2026, says BIMCO

BIMCO forecasts container shipping supply and
demand will be slightly weaker in 2025 and
significantly weaker in 2026, assuming the Red Sea
crisis is over by then.

Its latest outlook said the boxship fleet would grow

Lloyd's List | Daily Briefing Friday 20 December, 2024

by 2.8m teu to end the year 9.9% higher than at the
end of 2023. Another 2.6m teu could arrive by the
end of 2026, equal to an 8.5% expansion during
2025 and 2026.

“Fleet expansion remains a concern once ships
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return to normal routings,” it said.
The orderbook was at 8m teu, or 26% of the fleet.

BIMCO estimated fleet growth would increase
supply in 2026 by 46% compared to 2019, before the
contracting boom began. It forecast cargo volumes
would increase ship demand by 22% between 2019-
2026.

Ships returning to the Suez would mean a worse
supply/demand balance than in 2019, when freight
rates were far lower than in recent years.

It said cargo volumes would grow 5.5%-6.5% in
2025, 3%-4% in 2025 and 3.5%-4.5% in 2026, with
import volumes to south and west Asia and Central
America to grow the fastest. Argentina was expected
to emerge from recession, driving volumes to the
area higher.

BIMCO said average year-to-date time charter rates
have been 52% higher than in 2023 and stayed
surprisingly stable as freight rates have fallen.

Average fixture periods had climbed from eight
months at the beginning of 2024 to 24 months.

BIMCO expected longer fixture periods would
reduce availability of TC tonnage next year,
supporting TC rates, but these would also fall in
2026.

Newbuilding price hikes appeared to finally be
running out of steam, with five-year-old ship prices
climbing alongside TC rates. Prices were nearing
80% of newbuilding prices, having fallen below 70%
at the beginning of 2024.

Past predictions that newbuilding prices would
peak had been wrong amid shipowners’ surprising
willingness to keep ordering.

“We could of course be surprised again but must
believe that this time, we are getting very close to
the peak of prices, although continued container
contracting and a sudden surge in contracting of
bulkers could again prove us wrong,” BIMCO said.

Secondhand prices would keep following the TC
market, staying stable in 2025 and falling in 2026.

However, Flexport said on Tuesday that overcapacity
in the next two years was not automatic.

Less than 1% of the fleet was idle on average in the
past year because of the Red Sea crisis.

“You can imagine that all further incidents in global
container shipping that would soak up capacity in
the market could tighten the situation, and as such
have impacts on service, but also on the rates,” the
company said.

Such a disruption could come in the form of a US
east coast port strike, which could happen if unions
and employers there fail to reach a new deal over
port automation by January 15.

“We expect that each day of potential closure of the
ports will cause at least a week of disruptions,” it
said.

“This would be exactly one of those events that
would heavily impact the available space and
capacity of the fleet, and as such congestion of the
ports, worsening of schedule reliability... and also
impacts on the rates that could be expected.”

IN OTHER NEWS

MSC Cruises pulls LNG “cleaner fuel”
ads after greenwashing complaint
MSC Cruises has pulled
advertisements calling fossil
liquified natural gas a “cleaner fuel”
after a campaign group complained
they amounted to greenwashing.

The UK Advertising Standards
Authority reached an “informal
resolution” on Wednesday over the
March complaint by Opportunity
Green.

MSC Cruises agreed with the ASA
to remove the ads in the form
complained of, and ensure future
ads would not make absolute
environmental claims unless
without robust substantiation.

MOL poised to launch book and claim
service after ClassNK approval
MITSUI OSK Lines has become
the first Japanese shipping
company to receive third-party
certification from ClassNK for

Lloyd's List | Daily Briefing Friday 20 December, 2024

its book and claim methodology
in pure car carrier operations,
with the service set to launch in
January 2025.

The certification will enable
MOL to allocate greenhouse

gas reduction credits from its
low-carbon fuelled vessels to
car carrier customers, marking a
meaningful step in the maritime
industry’s decarbonisation
efforts.

Page 13



Book and claim is an accounting
system widely used in various
industries, particularly in
renewable energy and sustainable
commodities. The system allows
environmental attributes to be
separated from physical delivery,
enabling customers to claim
environmental benefits without
directly using the green product
or service.

Bernhard Schulte Shipmanagement
appoints former chief financial
officer to top role
HAMBURG-headquartered
Bernhard Schulte
Shipmanagement has confirmed
that lan Beveridge will hand over
executive management of the
company to former chief financial
officer Sebastian von Hardenberg.

Effective from January 1 2025,
BSM said that Beveridge will
remain chief executive of parent
company The Schulte Group. He
will continue to support BSM as

chairman of the company’s board.

“As the long-standing chief
financial officer of BSM and
current vice-president of
InterManager, Sebastian knows
the company and the industry
exceptionally well and has built
a proven track record in various
positions within the Schulte
Group,” said Beveridge.

Seafarer mental wellbeing services
grow to provide for family ashore
HIGH-speed internet is
increasingly availabile on board
merchant vessels, but spending
long periods away from family

Lloyd's List | Daily Briefing Friday 20 December, 2024

can still be a big challenge for
those choosing a long-term
career at sea, and for the families
of seafarers.

As competition for personnel to
crew the deepsea vessel fleet

has intensified, more shipowners
have become aware of the need
to support not only their seafarers
on board but also their vessel
crew’s families ashore.

Charles Watkins, chief executive
and clinical psychologist at
Mental Health Support Solutions,
a division of leading maritime
healthcare provider OneCare
Group, says services for families
of seafarers are evolving for the
better.
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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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