Thursday 30 January, 2025

Lloyd’s ListD Daily Briefing

Leading maritime commerce since 1734

LEAD STORY
Why would US invade Panama? US
Senate hearing gives rationale

WHAT TO WATCH

Cable-cutting ships in Baltic Sea are
‘no accident’ says Finnish maritime
expert

ANALYSIS

Diplomats downplay prospect of Baltic
shipping tax, but security costs are
under review

IMO split on scrubber discharges

MEPC regulations must not pin burden
on ISM managers

MARKETS
Boxship charter rates hold up while
operators adopt wait-and-see attitude

MSC snaps up 30% of all secondhand
boxships in past year

Grain cargoes to China plummet amid
dwindling demand

D’Amico steams ahead with chartered-
in tonnage acquisitions

Contships seals $100m Nordic bond
with 9% coupon

Signal says aframax pool beats rivals
by wide margin

IN OTHER NEWS

Odesa terminal operators must pay
$150m to US investment firms, court
rules

US Senate confirms new
transportation secretary

Bahri and Petredec unite to meet Saudi
Arabian LPG demand

Russian nuclear icebreaker involved in
collision

Lloyd's List | Daily Briefing Thursday 30 January, 2025

Why would US invade
Panama? US Senate hearing
gives rationale

COULD US President Donald Trump declare Panama in violation of
the Panama Canal neutrality treaty signed in 1977? He certainly could,
and it’s a decent bet that he will, but what would come next?

Panama has had full legal sovereignty over the canal for 25 years and
the canal is the centrepiece of the country’s economy, so the only way
the US could recover the waterway would be a military invasion and
imperialist takeover.

Trump has complained about high canal fees, but a US invasion would
disrupt if not shut down the canal, causing freight rates to spike and
increasing costs for US importers and exporters.

A US takeover of the waterway would also jeopardise the very
neutrality — the equal treatment for ships of all nations — that is at the
centre of the debate. Trump has stated that the US deserves a special
deal on fees, and America has a long history of sanctions and tariffs
that disadvantage other countries.

The US Senate Committee on Commerce, Science and

Transportation held a hearing on the Panama Canal on Tuesday. The
gist of comments from Republican senators: Trump is right, the
neutrality treaty has been violated, China and its spies are entrenched
in Panama, and the US has the rationale to pre-emptively take the
canal back.
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Alleged security risks to US

Much of the concern during the hearing focused on
the two port concessions to Hong Kong’s Hutchison
— Balboa on the Pacific side of Panama and
Cristobal on the Atlantic — as well as a contract with
Chinese state-owned companies for the construction
of a bridge over the canal.

“The danger is China exploiting or blocking passage
through the canal,” said Ted Cruz, a Republican
senator from Texas.

“Chinese companies are right now building a bridge
across the canal, at a slow pace, so as to take nearly
a decade. The partially completed bridge gives
China the ability to block the canal without warning.
Chinese companies control container ports at either
end. The ports give China ready observation posts
to time that action. This situation, I believe, poses
acute risks to our national security.”

According to Eric Schmitt, a Republican senator
from Missouri, “America is sleepwalking into a
carefully laid Chinese trap, and fortunately, people
like president Trump aren’t falling for it.”

Schmitt laid out a scenario in which “Taiwan is
under siege and the CCP [Chinese Communist Party]
has determined to crush Taiwan’s resistance and
prevent a US response, activating a multi-pronged
strategy, leveraging its control over global port

and shipping infrastructure in Panama, and the
Chinese-controlled ports at both sides of the canal
suddenly collapse. Ships carrying goods, oil and
military supplies are turned away, paralysing the
economy.

“China’s ZMPC, which supplies 80% of US port
cranes, has equipped their cranes with cellular
modems that create exploitable vulnerabilities. These
cranes at US ports mysteriously malfunction, halting
critical operations. Factories close, millions lose
their jobs. The economy grinds to a halt. While this
scenario may seem hypothetical, it’s totally plausible.

“Therefore, the canal must remain neutral to the US.
But the operational control of the Panama Canal is
really by the CCP,” alleged Schmitt.

Senator Dan Sullivan, a Republican senator from
Alaska said, “CCP officials are known to bribe
officials in other countries. They do it all the time. No
offense to Panama, but they don’t have the greatest
reputation of having officials who are on the take.
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He continued, “Let’s assume China invaded Taiwan
or the Philippines or went to war somewhere in the
South China Sea, and we were surging our Navy

to the Pacific through the Panama Canal, are the
companies controlling both sides of the Panama
Canal subject to the Chinese national security laws
that mandate cooperation with the military and
state intelligence agencies?

“Isn’t that a huge risk to us right now, that they could
go to these companies and say, ‘Hey, shut it down.
Sink a ship in the canal” Wouldn't they be obligated
to do that under Chinese law?” asked Sullivan.

There was also considerable talk of Chinese spies
embedded in Hutchison ports, and in the companies
building the bridge across the Panama Canal.

“I think we can assume that these companies
[referring to Balboa and Cristobal] have Chinese
spies or military officials within the ranks of their
employees. I don’t think that’s a big assumption. I
think that’s probably true,” said Sullivan.

There could also be Chinese spies among the
workers building the Panama bridge. “There could
be some sort of surveillance or something like that
on the bridges,” said Louis Sola, the chairman of the
Federal Maritime Commission, newly appointed by
Trump.

“I would say that my biggest concern is that when a
Chinese contractor gets a contract in Latin America,
they usually put a clause in there that they bring
their own workers in from China, and these workers
are housed in camps, and these camps will have
guards on them, and they will have, sometimes
they in Panama, for example, they have barbed wire
around the camps.

“So, we really don’t know who’s in the camps. And
that causes me concern on who’s in the camp, and
what are they doing? These are actually sometimes
thousands of workers that are brought in, for
example, for the bridge or to do a port or something
like this, to undercut the local labour.”

Arguments that neutrality treaty has been
violated

Eugene Kontorovich, speaking on behalf of the
conservative think tank Heritage Foundation,
testified that the US could unilaterally decide that
the Panama-US neutrality treaty has been violated.
There is no clause for third-party dispute resolution.
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In his prepared statements, he said, that the treaty
“allows the use of military force, [although] this does
not mean it should be the first recourse”.

Article Five of the neutrality treaty provides that
only Panama shall operate the canal. Kontorovich
said, “If Panama signed a treaty with China,
whereby the latter would operate the canal, this
would be a clear violation. But what if Panama
contracted for port operations with a Chinese state
firm, or even a private firm influenced or controlled
in part by the Chinese government?

“A company need not be owned by a government to
be in part controlled by the government. So, the real
question is the degree of control. How much control
is too much is at the discretion of the parties [of the
treaty].

“Turning to foreign security forces, the presence

of third-country troops would manifestly violate
Article Five. But this does not mean anything short
of a People’s Liberation Army base flying a red flag is
permissible.

“The presence of foreign security forces could
violate the regime of neutrality even if they’re

not represented in organised and open military
formation,” said Kontrorovich, noting that “modern
warfare has seen belligerent powers seek to evade
international limitations by disguising their actions
in civilian garb...[such as] Hamas terrorists hiding in
hospitals disguised as journalists”.

Kontrorovich also argued that the Panama
concessions to Hutchison could violate the neutrality
treaty.

“The presence of the Chinese government — Chinese
companies, especially Chinese state companies, but
not limited to them — does raise serious issues and
concerns for the neutrality treaty. The canal, for
purposes of the neutrality treaty, is not limited to
the actual locks of the canal and the transits of ships
in the canal. It includes the entrances of the canal
and the territorial sea adjacent to it.”

Fact check

The Panama Canal is not run by the Chinese, as
alleged by Trump and Schmitt. It is run by the
Panamanians of the Panama Canal Authority (ACP).
The focus of US politicians is on PPC’s Balboa and

Cristobal terminals. PPC is a subsidiary of Hong
Kong’s Hutchison Port Holdings. Hutchison is not a
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Chinese state-owned company. It is a publicly listed
company, whose largest shareholding company is
controlled by Hong Kong billionaire Li Ka-shing.

Hutchison is the world’s sixth-largest port operator,
with terminals throughout the Americas, Europe,
the Middle East and Asia.

Hutchison’s PPC has had concessions for Balboa and
Cristobal since 1997, back when Hong Kong was still
a British colony and before the US transfer of the
Panama Canal.

What has changed for PPC over the last 28 years is
the political status of Hong Kong and the concurrent
rise of China as a world power.

The senators stressed that Hong Kong businesses
have been subject to China’s National Security Law
since 2020 and alleged that China has a role in PPC
that could somehow impact the canal operations and
allow China to gather intelligence.

Regarding the intelligence concern, containership
cargo manifests are available for purchase in private
markets. You don’t need to operate a port to get the
information or to have spies building bridges.

Regarding the idea that Chinese spies could cause a
bridge across the canal to collapse or sink a ship to
block to canal, the impediment would be removed.
Panama has a strong interest in keeping trade
flowing. Chinese exporters have a strong interest in
keeping cargo flowing to the US — that’s how they
make their money.

Regarding the theory that China would block

the canal as part of a defensive measure in the
event of an attack on Taiwan, thwarting US Navy
repositionings to the Pacific, modern US aircraft
carriers do not fit through the Panama Canal, and
would need to travel to the Pacific by other routes
with their escort vessels.

Numerous senators during the hearing cited the
potential for China to somehow use Hutchison ports
at either end of the waterway to “block” the canal.
But the closing of ports at either end of the waterway
would not affect the canal. The ports are adjacent to
the waterway; they are transhipment hubs.

There are five large container ports in Panama.
Two are the Pacific side: PPC’s Balboa and PSA
Panama, which is operated by Singapore’s PSA,
the world’s largest port operator. Three are on the
Atlantic: PPC’s Cristobal; MIT, which is operated
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by US-based Carrix; and CCT, which is operated by
Taiwan’s Evergreen.

These five ports handled a combined 9.4m teu in
2024, up 14% versus 2023 (transhipment moves are
double-counted in teu totals, and are not equivalent
to teu totals as domestic-cargo-only ports). The
largest Panama hub is US-based MIT, the smallest is
PPC’s Cristobal.

Transhipment cargo from Asia unloaded in Balboa
and PSA is reloaded for delivery to final destinations
on the Pacific coast of the Americas. Transhipment
cargo unloaded at MIT, CCT and Cristobal is
delivered to final destinations in South and Central
America, the Caribbean, and the US. Other cargo
unloaded at these ports is for domestic consumption
in Panama, or bound for Panama’s free trade zones
for re-export.

Panama’s ports are separate from the canal and
complement cross-isthmus transport. Balboa
on the Pacific and the three Atlantic ports are
connected by the Panama Canal Railway, which
is operated by NYSE-listed Canadian Pacific
Kansas City Southern.

Some containerised cargo is unloaded at Balboa
and moved by rail to the Atlantic ports, then
reloaded on ships for final delivery. Other cargo
moves in the opposite direction. There are also
cross-isthmus trucking moves, particularly in the
case of PSA Panama on the Pacific, which is on
the opposite side of the canal as the railway.

The theory that Chinese influence at either
Balboa or Cristobal could affect canal transits
is false. When Balboa was closed for 12 days by
a port labour strike in 2019, the cargo reflowed
around the logjam. There are other avenues
due to the multiple options in Panama’s cross-
isthmus system.

Implications of a war

What if the US does invade Panama? While the
question may sound implausible, it is no longer
as hypothetical as it once was.

Schmitt has introduced a resolution calling for
Panama to terminate agreements with PPC, put
the canal in joint US-Panama operational control
and “develop a joint US-Panama task force to
oversee canal security”.

In fact, the US, Panama and other Latin
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American nations already have a joint

defence operation to oversee canal security,
called Exercise PANAMAX. This military
exercise, led by US Southern Command
(Southcom), has been conducted biennially since
2003. It was last conducted in August 2024.

James Stavrides is a retired US Navy admiral
and former supreme commander of Nato, and
currently a vice chairman of global affairs at the
Carlyle Group. As commander of Southcom, he
was involved in PANAMAX from 2006-2009. He
published an editorial in Bloomberg on the threat
of a US invasion of Panama on January 24.

The irony of the PANAMAX exercise is that

it is led by the US military and directed at
hypothetical military threats to the Panama
Canal from outside forces, not the US. “None
of the study or drills was directed against the
contingency of a US attack on Panama,” wrote
Stavrides.

“An actual attack to seize the canal would be a
significant mistake in every dimension, and lead
to a host of dangerous consequences both in the
Americas and around the world,” he warned.

“Politically and diplomatically, it would be
disastrous for our relations through the
Americas. The US would instantly lose all
credibility in the region.

“Militarily, we would be wise to pause and ask
ourselves the degree to which the Panamanians
would defend themselves. My guess — based on
experience and discussing it with well-informed
friends in the region — is that they would fight.
They would receive a great deal of political and
possibly military support from other nations in
Latin America.”

Stavrides said that counterinsurgency expert
Peter Bergen estimated that “going to war with

a highly nationalistic country of nearly 4.5m
people would require a force of at least 90,000
troops. It would also close the canal to shipping,
and might well lead to attacks against merchant
vessels though the Caribbean in retaliation. Are
we looking for a major combat deployment and
possible long-term counterinsurgency operations
in our backyard?”
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WHAT TO WATCH

Cable-cutting ships in Baltic Sea are 'no
accident’ says Finnish maritime expert

MARKKU Mylly, one of Finland’s most experienced
maritime executives, said there is no doubt

that Eagle S (IMO: 9329760), a tanker that is one
of three commercial ships accused of damaging
undersea cables in the Baltic region, did so
intentionally.

“I have been working in the maritime sector for
more than 50 years, and this kind of incident doesn’t
happen as an accident with this sequence,” he told
Lloyd’s List.

“If you look at what has happened now; one can
be accident. Two, hardly. Three or more, never. It’s

9

‘Mission Impossible’.

Finland is currently investigating the elderly, Cook
Islands-flagged, Russia-linked dark fleet* panamax
tanker, detained off Porvoo for nearly five weeks
after dragging its anchor for 100 km in the Gulf of
Finland on Christmas Day, severing the Finland-
Estonia Estlink 2 electricity cable and damaging
four other communication cables on the seabed.

It is the third time a commercial ship has damaged
an undersea cable in the Baltic area in 15 months,
escalating maritime security fears amid calls for
increased maritime infrastructure defence to deal
with that is called grey zone aggression from Russia
in the region.

Debate over whether the Eagle S incident was an
accident or sabotage has swirled in Baltic countries
over past two weeks, since a Washington Post

story cited differing views among military intelligence
sources on whether the cable damage was accidental.

Mylly said that it was imperative that the ongoing

police investigation in Finland incorporates views and
experience of seafaring and maritime professionals to
properly analyse Eagle S navigation patterns and how
the anchor could be dragged for such a distance without
notice.

“If the anchor drops, the officers on board the vessel will
see immediately, because it’s a huge mass of the anchor
and anchor chain, which is going down, and it makes a
tremendous noise,” he said.

“It’s impossible not to notice this kind of incident on
board the vessel.”
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Mylly is a former executive director of the European
Maritime Safety Agency and former director general
of the Finland Maritime Authority who resides in
Helsinki and works as a marine consultant.

A US admiral also underlined the challenges of
determining intent when cables are damaged, at
a Washington DC event on maritime security on
Wednesday.

“There are incidents that happen with undersea
cables and undersea infrastructure that are either
caused by natural events, or age over time, and
whatnot,” said the US Navy’s Rear Admiral Ben
Nicholson.

The assistant deputy chief of naval operations for
operations, plans and strategy said it was very
difficult to tell whether it was sabotage.

“There are things that happen that are accidents,

but it’s very difficult to discern what’s an accident or
what may be a deliberate action taken so that it looks
like an accident,” he told an Atlantic Council event.

“It’s very, very hard for us to tell. It takes quite a bit
to do those forensics, and even when it’s done, it may
not be definitive.”

Finnish authorities are investigating suspected
aggravated vandalism and suspected aggravated
interference with telecommunications in the Eagle
S case, and have imposed travel bans on nine

crew members. The ship has been detained after

a port state control inspection and by court order
on application from owners or operators of the
damaged cables.

All three ships accused of sabotaging Baltic cables
were outside regulatory scope making it difficult
to sanction them, said Auden Halvorsen, director
of security and preparedness from the Norwegian
Shipowners Association.

Knowing what was deliberate or simply poor
seamanship in bad weather made it hard to prove
intent, Halvorsen said, also speaking at the Atlantic
Council event.

Maritime conventions allowing the right of innocent
passage prevent governments from stopping ships
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transiting in their territorial waters. Eagle S was
seized by Finnish authorities after the master agreed
a directive to sail into Finland’s territorial waters.

In December Chinese-flagged bulk carrier Yi Peng
3 (IMO: 9224984) sailed from international waters
in the Kattegat, where it had been at anchor for five
weeks while countries including Germany, Sweden
and Finland negotiated at diplomatic level with
China to access the ship to investigate.

Yi Peng 3 was accused of dragging its anchor and
cutting undersea cables in mid-November in an act
of Russia-led sabotage. An investigation found that
containership Newnew Polar Bear (IMO: 9313204)
damaged an undersea gas pipeline 12 months
earlier, but claimed it was an accident.

The Swedish government said Chinese officials did
not allow its public prosecutor access to the ship for

a joint inspection, and two days later it sailed away.

Nato has stepped up security in the region in
response to the Eagle S and Yi Peng 3 incidents.

Lloyd’s List earlier reported that Eagle S had
previously been loaded with surveillance spying
equipment.

* 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.

ANALYSIS

Diplomats downplay prospect of Baltic
shipping tax, but security costs are under

review

A PLAN to impose a tax on shipping companies for
using the Baltic Sea is a “political opinion” rather
than official policy, Estonian government officials
have confirmed.

The clarification comes after the Baltic state’s
defence minister Hanno Pevkur was quoted in a
Reuters interview on Wednesday suggesting that
shipping could be targeted to fund additional
defence spending to protect undersea cables and
patrol dark fleet* threats.

Pevkur, who is on a tour of Asian states securing
security cooperation agreements, could not be
reached directly for comment, however Estonian
defence ministry officials told Lloyd’s List that the
minister’s comments did not reflect current official
policy instructions.

Last week, Nato announced it would deploy frigates,
patrol aircraft and drones to the Baltic Sea, after

a series of incidents in which ships damaged
communication and power cables, often in suspected
sabotage.
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However, Baltic states including Estonia are now
discussing additional measures to protect the cables,
such as installing sensors to detect anchors dragged
along the seabed or building shells around them.

Pevkur’s comments regarding the mooted plan to
tax Baltic shipping, came in an interview where he
discussed the financing of these measures.

“Let’s say that when you go to the airport you have
the landing fee, you have the airport fee and this is
paid in the ticket,” he told Reuters in an interview in
Tokyo.

“So in one moment maybe we will see that when you
are passing through the Danish straits there will be
a cost for the companies to pay this because this is
basically an insurance fee to damaging the cables.”

Pevkur added that there were different options on
the table and that countries would have to find a

common solution.

The Estonian defence official later clarified the
statements, explaining that Pevkur had been voicing
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a political opinion and it was not clear whether that
opinion would be pursued further as a government
policy or a discussion point at forthcoming Nato
meetings.

Funding for the enhanced Nato operations is an
increasingly contentious point of political discussion
that will need to be agreed in advance of the June
Nato summit, where defence spending will be
agreed.

Nato secretary-general Mark Rutte repeated calls to
member states of the alliance on Monday to step up
defence spending beyond their common goal of 2%
of national output set a decade ago, saying this was
now too low because of new challenges.

Swedish authorities seized a Maltese-flagged ship on
Monday in connection with damage caused to a
cable running between Latvia and Sweden, one of
four similar incidents in just over a year that have
also affected power and telecoms lines running
between Estonia and Finland.

Baltic states gathered earlier this month to discuss
what further steps could be taken to protect against
further deliberate damage to critical undersea
infrastructure and the safety and security threats
posed by Russia’s so-called dark fleet.

“We reserve our rights, in accordance with
international law, to take action against any
suspected vessels that circumvent sanctions and
threaten our security, infrastructure and the
environment,” a joint communique of the Baltic

states explained. However, the additional funding
requirements to patrol Baltic sea lanes remains an
open question yet to be addressed beyond national
statements of intent to adapt plans to meet the
threats.

On Wednesday Denmark’s defence ministry scrap
plans to build new patrol and environmental vessels
for the Baltic Sea and instead design ships to carry
out tasks around Greenland.

Citing a “changed security situation” in the Baltic,
Denmark’s minister of defence confirmed that plans
to build new navy ships for patrolling and clean-up
operations for environmental accidents in the Baltic
Sea were being amended.

That comes as part of Denmark’s efforts to ramp
up its defence capabilities in the Arctic region, and
follows an agreement earlier this week to inject
DKR14.6bn ($2bn) for new warships and drones.

Nato’s “Baltic Sentry” operation, launched on
January 14, will involve a range of assets, including
frigates and maritime patrol aircraft, but budgets
and a full list of operational assets has not been
revealed.

Nato also announced the deployment of new
technologies, including a small fleet of naval drones,
and highlighted that Nato will work with allies to
integrate national surveillance assets, all to improve
the ability to protect critical undersea infrastructure
and respond if required.

IMO split on scrubber discharges

DIVISIONS between states about limiting scrubber
water discharges were on display at the International
Maritime Organization yesterday, as a global ban
remains a distant prospect.

The pollution subcommittee (PPR12) is working this
week on how to set scrubbers’ emission factors to
help assess their risk to the environment, pulling
together many years of work on the topic.

Scrubbers strip sulphur from exhaust gas, letting
ships comply with the IMO’s 0.5% sulphur cap more
cheaply by continuing to burn high-sulphur fuel oil.

Green groups have long argued they merely shift

pollution from air to sea, with “severe consequences
for the marine environment”.
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The IMO is coming under pressure to come

up with a global measure since more than 40
countries have set curbs on the technology in
their sovereign waters, most recently Denmark,
Sweden and the Netherlands.

Italy went further than most at PPR12 on
Tuesday in backing “a clear timeline for phasing
out open-loop scrubbers already instead on
existing ships”.

On the other side, states including Brazil, Iran,
India and Croatia backed the International
Chamber of Shipping’s motion to keep working
within its existing scrubber framework —
voluntary guidelines — and to not unduly
penalise ships with scrubbers already fitted.
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ICS has argued (PPR12/7/3) that most of the national
restrictions applied to internal waters such as ports,
harbours and estuaries, not the territorial waters where
foreign ships have right of innocent passage.

It said they were “often implemented on a precautionary
basis rather than based on clear evidence” and global
regulation should follow clear data.

But Poland criticised this approach’s “low ambition”,
saying the IMO’s lack of a regulation was leading to
the increase in national regulations around the world,
something the IMO did not like.

It pointed to a 2023 submission by the EU27 and
European Commission (MEPC80/5/5) on “the urgent
need for uniform and unambiguous regulatory
measures to better control potential pollution from
EGCS and reduce the economic impacts both for the
industry and administrations”.

The EU states said there was increasing scientific
evidence from sampling and analysis on the potential
toxicity of scrubber water discharges.

Italy said it recognised efforts by the industry but
required “scrutiny to be exercised with regard to
the methodologies and data handling, including the
submission of raw data”.

Green groups including the Clean Shipping Coalition
repeated calls to ban scrubbers in coastal or sensitive
areas.

“Scrubbers are an outdated technology that

is completely out of line with 21st-century
environmental standards for the protection of the
ocean,” the Clean Shipping Coalition.

More than 95% of scrubbers paid themselves off
within five years, so a ban would not cause more
than a minor loss to member states, CSC added.

Liberia and Brazil earlier submitted modelling
suggesting scrubber pollution was well below
regulatory limits. But Canada’s modelling indicated
scrubbers had the potential to erode air quality.

China argued that a total ban on scrubbers would
“create a very unfavourable precedent” for early
technology adopters.

Saudi Arabia said: “We should focus on improving
the current regulations in a gradual manner instead
of sending mixed signals to the industry through the
adoption of sudden changes.”

PPR subcommittee chair Anita Makinen, of Finland,
noted the diverse views on limiting or restricting
scrubber washwater discharges.

She invited member states and NGOs to submit
“new, concrete proposals” to the next meeting on
regulatory measures reflecting the latest data and
work already done.

MEPC regulations must not pin burden on ISM

managers

GLOBAL climate regulations should not pin the
burden of compliance on ISM managers, according
to Bernhard Schulte Shipmanagement’s new chief
executive.

Sebastian Graf von Hardenberg said third-party
shipmanagers did not determine a ship’s greenhouse
gas intensity, such as by its fuel choice, speed or
trading pattern.

He said the International Maritime Organization’s
Marine Environment Protection Committee should
follow the EU ETS and let the owner, charterer and
manager decide amongst themselves who should be
the responsible entity when drawing up its new GHG
regulations, to prevent “litigation that we think can
be easily avoided” in future.
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If it did not, then third-party shipmanagers sent
GHG penalty notices would seek reimbursement
from the shipowner. If this failed, the manager could
go to court in the state issuing the penalty.

“It’s legally a relatively easy argument to make,
except for there’s three parties here: charterer,
shipowner and shipmanager,” von Hardenberg told
Lloyd’s List of the choice to pin the burden on ISM
managers.

“And the shipmanager is, when it comes to GHG
intensity of the ship, not involved in any significant
decision. Were not even at the table when
propulsion is decided on, trading areas, speed,
biofuel, the fuel sourcing; we’re not consulted. We're
the facility managers, not the factory owners.”
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Von Hardenberg said the rules also failed to
consider the responsibility of bareboat charterers,
an oversight which caused “massive administrative
troubles.”

He acknowledged that the IMO was working
harder and faster than it had ever done on global
regulations to decarbonise shipping, and how
complex its work was.

But he added: “We as shipmanagers are deeply,
deeply concerned and unhappy about what’s actually
landing on the workbench.”

The MEPC is thrashing out mid-term measures to
get shipping to net zero greenhouse gas emissions by
or around 2050.

These will take the form of a to-be-agreed carbon
levy, carbon trading system or other economic
measure, combined with a technical fuel standard
roughly similar to Fuel EU Maritime.

Regulators face the same problem the EU faced
when deciding what legal entity should be the
“shipping company” on the hook for compliance,
given the web of different stakeholders in shipping.

Von Hardenberg, who succeeded Ian Beveridge in
the top job at BSM on January 1, said the company
had built up expert teams to prepare for the changes
brought by Europe’s EU ETS and Fuel EU Maritime.

“The new kid on the block is now MEPC. And if it
becomes a global rule set, it’s really important that
we get it right there.”

MARKETS

Boxship charter rates hold up while operators
adopt wait-and-see attitude

THE containership charter market has entered its
annual Chinese New Year lull, while liner operators
are expected to exercise greater caution in securing
chartered tonnage due to geopolitical uncertainty.

The Hamburg and Bremen Shipbrokers’ Association
(VHBS) reports container line operators considering
a return to routing services via the Suez Canal are

unlikely to make a decision soon regarding a return.

“It is not yet known if the ceasefire will be stable or
not, and if an agreement will be found for the second
phase of the ceasefire,” said VHBS.

“Secondly, the inauguration of Donald Trump could
also have an overall effect on the market due to the
tariffs with which he threatens various countries.
This could surely influence the cargo volumes, and
or trading patterns, but this is also too premature to
judge.”

VHBS said the charter market is expected to remain
quiet for several weeks as container line operators
adopt a wait-and-see attitude, due to the latest
developments coming on top of the Chinese New Year.

Shipbroker Braemar said it does not anticipate

container line operators making any immediate
return to the Red Sea.
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“Such a move could disrupt the market significantly.
Given the delicate situation, what might occur if
operators were to once again reroute their services?
This would likely place additional strain on global
supply chains and pose a significant risk,” said
Braemar.

It notes operators are beginning to express concerns
about when the first containerships may resume
sailing through the Red Sea.

“The timeline for ensuring safe navigation remains
highly uncertain and fragile,” said Braemar.

Any return by container line majors to routing ships
via the Suez Canal or into the Red Sea will result in
shorter round voyage times and require fewer ships,
with the charter market likely to take a downturn as
a consequence.

While there are few prompt vessels available in the
market operators may hope that tonnage providers
will begin to soften their stance on either charter
periods or charter rates, said Braemar. However, the
limited supply across most size segments continues
to support owners’ positions, for now.

Boxship fixtures reported in the past week included
the Element Shipmanagement-owned regional

Page 9



feeder LM Ares (IMO: 9339612). This 1,300 teu ship
was fixed to CMA CGM for up to 13 months at a
daily charter rate of $19,500.

The same operator recently extended sister
vessel Evi (IMO: 9396634) for a similar period for

$17,500 per day.

Meanwhile, Maersk secured the 1,118
teu Salgueiro (IMO: 9301562) for nine months at a
daily rate of $14,250.

In the small feeder segment SITC of China extended
the 911 teu Renown (IMO: 9301110) for up to seven
months for $11,750 per day.

MSC snaps up 30% of all secondhand

boxships in past year

MEDITERRANEAN Shipping Co remains the most
prolific buyer of secondhand containerships, having
picked up almost a third — in capacity terms — of all
boxships circulated for sale in 2024.

According to analysis by Alphaliner, a total of 333
containerships with a combined capacity of some
1.1m teu changed hands in 2024, up from 285
vessels of a combined 937,000 teu in 2023.

In 2024, MSC remained the most active buyer
having snapped up 70 boxships with a combined
capacity of 330,000 teu, Alphaliner said.

By the end of November 2024, MSC had bought 400
secondhand containerships since August 2020 when
the world’s largest container line operator began its
unparalleled vessel buying spree.

MSC'’s purchases in 2024 comprised vessels of
between 1,300 teu and 14,700 teu with the majority
being picked up from tonnage providers.

Notable exceptions were three late 1990s-built 5,652
teu, “U-type” ships purchased from Taiwanese
container line operator Evergreen. They added to
two vessels of the same class, which MSC picked up
from Evergreen in 2023.

While MSC has had a strategy of buying secondhand
ships since its foundation in 1970, and only ordered
its first newbuildings in the mid-1990s, the company
has more recently sought to replace chartered
tonnage with owned vessels.

Purchases in the past year are understood to be led
by MSC’s need to fill gaps in its service network due
to the ending of the “2M” alliance with Maersk.

Alphaliner note that the boxship sale and purchase
market enjoyed a “robust year” in 2024, which was
the third-strongest ever, as the sector benefited from
strong freight rates and charter rates, as well as from
a general optimism in the industry.
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“Contrary to 2023, which saw a significant softening
of prices throughout the year, ship values increased
strongly in 2024, with some vessels changing hands
in the last quarter at twice the price they could
obtain at the beginning of the year,” said Alphaliner.

The world’s third-largest liner operator CMA

CGM has also been active in buying up secondhand
containerships, with 15 vessels purchased in 2024,
slightly up on 2023 levels.

Other container line operators snapping up
vessels from other owners in 2024 included South
Korea’s HMM, which bought 10 secondhand ships
and Turkish carrier Medkon Lines, which bought
eight small feeders of up to 1,200 teu.

European tonnage providers were also highly
active in the market and included Germany’s Peter
Doehle, which bought six vessels including three
10,000 teu ships, while Oslo-listed MPC Container
Ships purchased nine secondhand vessels.

Chinese shipowners were also very active with
multiple purchases in the smaller and medium sizes.

“On the sellers’ side, the most active participants
were German non-operating owners NSB and V
Ships Hamburg, who sold 12 vessels each,” said
Alphaliner, adding that the average age of ships sold
in 2024 was 16 years.

The analyst reports that prospects for the
containership sale and purchase market in 2025 is
now dependent on geopolitical developments in the
Middle East.

“The key question to know is when the Red Sea and
Suez Canal route will be used again by container
lines?

“Once the Suez route is again widely used, the
market could take a different turn,” said Alphaliner.

With the prospect of 2m teu of newbuilding
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capacity due to be delivered in 2025, the return of
overcapacity is a threat should demand fall short of
2024 levels.

“The secondhand sale and purchase market could
take a hit with a rising number of candidates offered

for sale and falling prices,” Alphaliner noted.

But any downturn should pave the way for older and
less fuel efficient ships to head for recycling, leading
to a much expected upturn in demolition sales.

Grain cargoes to China plummet amid

dwindling demand

THE world’s largest grain importer is importing
less grain, heaping more misery onto a beleaguered
panamax segment.

Grain shipments to China are down around 50% in
January 2025, but in reality the downward trend
started in the traditional peak season for grain, in
the northern hemisphere autumn 2024.

The difference is perhaps starkest in US imports.
Grain voyages leaving US ports (on the east, Gulf
and Pacific northwest coasts) are down more than
50% in both December 2024 and January 2025
versus the same month the previous year.

Brazilian imports have fared slightly better

— shipments actually increased 11% in December
2024 year on year — but the start of 2025 looks
similarly weak compared to last year. While sailing
distances from Brazil to China are longer than from
the US, that difference is not enough to mitigate
such a drop in cargo volumes, BIMCO said.

China has strived to reduce its reliance on grain
imports, especially US imports, for some time now.
Driven in part by the tariff war that dominated
President Trump’s first term in the White House,
China began to switch its imports to Brazil rather
than the US.

Western Bulk chief executive Torbjorn Gjervik told
a Marine Money audience in London that the pivot
China made during that period could happen again,
if Trump decides to impose similar tariffs.

But the impact of that Trump term may not have
simply reset once the tariffs ended, but rather
sparked a strategy shift from Beijing in terms of
their grain supply.

US Department of Agriculture data shows US
soyabean imports have declined since 2021, despite
significant recovery in 2020, once the tariff dispute
reached a partial resolution with the Phase One
Trade Deal.
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China has been ramping up its production of wheat,
soyabeans and maize since 2018. Harvest volumes
increased 2% in 2024 year on year, where demand
only increased 1%, according to the USDA and
BIMCO. Indeed, 2024 was a record year for grain
production in China, with 706.5m tonnes harvested
last year.

Lower shipments mean lower grain prices, as US
and Brazilian importers battle with surpluses.
BIMCO shipping analysis manager Filipe Gouveia
said Chinese grain inventories were high following a
surge in imports in the first half of 2024.

Once those inventories begin to empty, lower grain
prices will incentivise purchasing, which should see
grain imports recovery in the medium term.

But that doesn’t help a panamax market that is
suffering today.

The Baltic Exchange’s panamax index has been
sliding since March 2024 and is down more than
100% since then, and there’s no respite in sight
either.

Alook at ballasters in the East Coast South America
area makes for alarming reading for panamax
owners, with the figure almost doubling since the
start of January, according to data from Signal
Ocean. Expected arrivals to South America’s east
coast are expected to halve in the next 30 days too.

The picture is no rosier on the US Gulf or US east
coast either. Signal data shows arrivals decreasing

in the next 30 days to just two vessels, from 44 this
week. Plus, the correlation between ballaster increase
and rate decrease can clearly be seen when looking at
the Baltic’s P3 route, which includes voyages from the
US west coast to the Hong Kong-South Korea range.

As the Baltic Exchange’s weekly report said on
Friday, January 24, the Atlantic market is simply
“bereft of sufficient demand to counterbalance
the sheer volume of ballaster tonnage” that has
decimated rates on most routes.
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Strong Chinese domestic supply has been a spectre
on the horizon for some years now, but the panamax
demand plunge witnessed at the end of 2024 and
start of 2025 means last year’s harvest could be the
proverbial chickens coming home to roost.

Gouveia said that unless demand improves

“significantly” in the rest of 2025, grain imports into
China could fall short of 2024 levels.

With the vast majority of that grain carried on
panamaxes, there looks to be no respite on the
horizon for an already battered and beleaguered
segment.

D'’Amico steams ahead with chartered-in

tonnage acquisitions

ITALIAN product tanker owner dAmico
International Shipping has exercised a $26.5m
purchase option for the 2019-built long range one
tanker Cielo di Houston (IMO: 9791860), the Milan-
listed company said on Monday.

The company’s Irish subsidiary d’Amico Tankers is
slated to take ownership of the vessel in September
2025, with the purchase price subject to adjustments
based on the exact date of delivery, according to the
announcement.

D’Amico sold and leased back the vessel in 2019 to
a Japanese financial institution under a Japanese
operating lease with call option (Jolco).

“Thanks to today’s transaction, we have acquired
full ownership of this modern and eco-friendly LR1
vessel, built in 2019,” said d’Amico chief executive
Carlos Balestra di Mottola.

Contships seals $100m
coupon

CONTSHIPS Logistics has priced its inaugural
$100m Nordic bond issue at an annual interest rate
of 9%, becoming the first private Greek shipowner to
tap this market.

The five-year, sustainability-linked bonds will
be issued on February 11, at 98% of the nominal
amount.

Feeder containership owner Contships is

the third-leading shipping company to raise
money from bonds in the Oslo market this
month, following Scorpio Tankers and John
Fredriksen’s SFL Corp, which are both publicly
listed tanker owners.

The Nordic high-yield market appears to be
continuing its momentum from last year, which was
a record one that saw 230 bond issues worth almost
$20bn.
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“Additionally, we are likely to maintain this vessel
debt-free initially, further reducing our financial
leverage and break-even costs.”

Di Mottola told Lloyd’s List in August the company
planned to exercise purchase options on chartered-
in tonnage. Including Monday’s announcement,
d’Amico has exercised options on five tankers since
June 2024.

Cielo di Houston and two medium-range

tankers, High Discovery (IMO: 9674725), High
Fidelity (IMO: 9689146), were likely acquisitions
targets for 2025, di Mottola told Lloyd’s List at the
time.

The company also has four LR1 newbuildings on
order.

Nordic bond with 9%

The shipping and transport sector was a significant
component in this activity, raising NOK34bn ($3bn).

Arctic Securities and Fearnley Securities are
acting as joint bookrunners for the issue,

with Clarksons Securities earning a co-manager
credit.

The terms include a sustainability target of a 2%
reduction in the fleet’s efficiency ratio over the five-
year period of the bond, or an additional repayment
of 0.5% of the nominal issue amount will be
triggered.

One source close to the deal said that the company’s
story had “resounded well with the capital markets.”

Its fleet, run by Contships Management, stands at
41 containerships, out of a total 59 the owner has
acquired over the past decade in establishing itself
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as the largest independent tonnage provider in the
900 teu-1,500 teu segment.

According to the prospectus for the issue, it
currently has 61% charter coverage for 2025.

Clients include Mediterranean Shipping
Company, CMA CGM, Cosco, Maersk, Zim and
others.

Founder and chief executive Nikolas Pateras said
that the proceeds from the issue would be used as
“firepower to renew the fleet”.

The owner is understood to be sitting on liquidity of
about $300m, once the bond proceeds are added to
past dividends.

However, he acknowledged that there is currently
hot competition in the secondhand market due to
demand to secure feeder vessels.

Liner companies have been among the most
determined buyers in the market for secondhand
feeders.

Signal says aframax pool beats rivals by wide

margin

SIGNAL Group has said that its aframax tanker
pool has outperformed rivals by a wide margin
since inception in 2018, while arguing that a pool
operator’s performance today hinges on more than
just spot rates achieved.

Over the pool’s more than six years of operations, it
has averaged a daily net time charter equivalent rate
of $29,400 for its member tankers.

The last two years have been particularly strong
ones for the Signal Maritime-managed pool, with
daily charter rates peaking at an annual average of
$51,600 in 2023 and an average of $37,000 per day
in 2024.

According to Greece-based Signal, this equated

to outperforming the average of peers by an
“impressive” $2,400 per day and an even wider
$3,100 per day when compared with one-year time
charter rates.

The group claimed that it had delivered superior
performance “by leveraging cutting-edge technology
and unparalleled data analytics™.

The pool draws on the group’s own Signal
Ocean platform that combines artificial intelligence

with patented data fusion and forecasting models.

“Performance metrics are not just about spot
performance, theyre also about sustainability and
compliance with regulations,” the company said.

Signal is also focusing on supporting vessels
complying with frameworks such as the Carbon
Intensity Indicator, the EU emissions trading system
and Fuel EU.

“By leveraging predictive analytics and
optimising vessel operations, ranging from speed
adjustments to energy-efficient routing, Signal
ensures compliance [with CII], while maintaining
competitive performance in the market,” it said.

It claimed to be the only pool and “one of the few
commercial operators” that commit to redelivering a
vessel with a CII rating of C or higher.

The company’s “innovative” energy monitoring
tool enabled real-time tracking of emissions, CII
progression, and Fuel EU compliance, it said.

The pool’s web page currently lists a fleet of 11
aframaxes belonging to various owners as members.

IN OTHER NEWS

Odesa terminal operators must pay
$150m to US investment firms, court
rules

A LONDON Court of
International Arbitration

tribunal has ruled that the firms.

Lloyd's List | Daily Briefing Thursday 30 January, 2025

two owners of the Olimpex
and MetalsUkraine terminals
in Odesa must pay $150m in
respect of outstanding debts
owed to two US investment

The action against Sergiy Groza
and Volodymyr Naumenko was
brought by Madison Pacific Trust,
a security trustee acting on behalf
of Argentem Creek Partners and
Innovatus Capital Partners.
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Their company, GNT, operates
terminals that are central to
Ukraine’s grain export effort and
widely used by bulk carriers loading
in that country.

US Senate confirms new
transportation secretary

THE US Senate has confirmed
former Republican congressman
Sean Duffy to lead the Department
of Transportation.

Duffy was confirmed with bipartisan
support of 77-22 on Tuesday, with
some democrats voting against

the nomination to protest against
recent directives from US President
Donald Trump for agencies to halt
spending, Politico reported.

Ahead of confirmation, Duffy
received the endorsement of the
American Maritime Partners, an
advocacy for the US domestic
shipping industry and the Jones
Act.

Bahri and Petredec unite to meet
Saudi Arabian LPG demand

BAHRI

Shipping and Petredec have
agreed to form a partnership to
address Saudi Arabia’s increasing
LPG and ammonia demands.

The two companies will establish
a dedicated joint commercial
team, led by Bahri Oil and
Petredec, which Bahri has a 40%
stake in.

Bahri chief executive Ahmed Ali
Al Subaey said the alliance with
Petredec “builds on two decades
of partnership and underscores
Bahri’'s commitment to meeting
Saudi Arabia’s growing demand
for LPG and ammonia shipping
solutions”.

Russian nuclear icebreaker involved
in collision

A RUSSIAN nuclear icebreaker
was involved in a collision with

a multipurpose vessel in the icy
waters of the Northern Sea Route.

Russia-flagged 50 Let

Pobedy (IMO: 9152959) (50 Years
of Victory) came into contact
with Russia-flagged, 20,144

dwt MPV Yamal Krechet (IMO:
9202041) off Russia’s northern
coast while clearing ice.

A Lloyd’s List Intelligence
casualty report said the
icebreaker had sustained
significant damage to its hull.

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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