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Baltic tension simmers as
Estonia says it is prepared to
stop ships in international waters

ESTONTIA has warned Russia it is prepared to act against any vessels
posing a danger to Baltic Sea infrastructure, even if they are in
international waters.

While the Estonian defence ministry has clarified that any action
would be taken in accordance with the UN Convention on the Law of
the Sea, the latest salvo in an escalating tit-for-tat series of threats has
raised the risk levels for commercial shipping operating in the Baltic.

The Estonian statements come amid rising tension in the Baltic Sea
region after senior Russian politicians threatened retaliation if any
Baltic states move to detain Russia-linked tankers, warning it would
treat any seizures as an attack.

Those comments were in turn sparked by media reports earlier this
week suggesting that countries including Finland, Lithuania, Estonia
and Latvia were considering new legal mechanisms to detain more of
Moscow’s so-called shadow fleet.

“Any attack on our carriers can be regarded as an attack on our
territory, even if the ship is under a foreign flag,” said Alexei Zhuravlev,
the deputy chairman of Russia’s parliamentary defense committee, on
Monday.

In a statement issued via Telegram he explained that retaliation could
see the Russian navy forcibly board vessels.
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“The Baltics can do whatever they want, pass
laws that only they like, disconnect from

the Russian energy system — but this is
nothing more than a clown show,” he said.

While the Estonian Ministry of Defence has
clarified that any action would be carried
out in accordance with obligations set out
in Unclos, the EU-led discussions around
how far navies are prepared to move against
vessels considered to be a threat appear to
be testing the legal boundaries of Unclos.

“If there is reason to believe that they are going to
break the critical infrastructure, then we are forced
to intervene,” Estonian Navy Deputy Commander
Johan-Elias Seljamaa said, adding that this would
be the case “even in the international waters”,

as long as it was in accordance with Unclos.

A spokesperson for the Estonia Ministry
of Defence told Lloyd’s List that Estonia
is amending its legal framework.

The changes will “clarify the rights of the Estonian
Defence Forces in ensuring Estonia’s maritime
security, allowing for better response in case of
suspected sabotage,” the spokesperson explained.

According to the draft law currently discussed

in the Estonian parliament, the Estonian

Defence Forces are explicitly assigned the task of
preventing, identifying, and countering threats

or eliminating disturbances “arising from a

vessel or other floating means within Estonia’s
maritime area — including internal and territorial
waters as well as the exclusive economic zone —
against critical infrastructure, national defence
objects, ports, facilities or installations”.

Estonia’s legal moves are being mirrored by
other states who are also looking to bolster
security in the region, backed by Nato’s
operation Sentinel, launched last month to
protect the region’s maritime infrastructure.

Denmark has already stated that it will ramp
up inspections of ships transporting Russian
oil through its narrow straits, in an effort to
protect the environment and maritime safety
from older vessels in Moscow’s shadow fleet.

The Danish Maritime Authority will start
conducting so-called Port State Control
checks on ships anchored outside Skagen that
“cannot be considered in innocent passage”.
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Despite the Russian threat of retaliation,
the Baltic states and EU diplomats appear
to be testing how far they are willing push
the legal interpretation of Unclos.

Raise eyebrows

While Estonia’s threat of intervention carries few
details, the clarification that the navy would be
operating within Unclos and only if danger was
imminent, suggests that such measures would
be authorised under laws of necessity. However
such actions would depend on specific context.

That Estonia has stated it would be
prepared to act in international waters is
likely to raise eyebrows in Moscow.

Unclos differentiates between the territorial
waters of maritime countries, international
waters, and Exclusive Economic Zones. Limited
to 12 nautical miles from a country’s coastline,
territorial waters bestow full sovereign rights,

but specific responsibilities for security are much
vaguer under Unclos for the vast sections of
undersea infrastructure intersecting international
waters or the EEZs of multiple countries.

Within its EEZ, a country has the right to
maintain undersea infrastructure, but it is not
legally entitled to restrict the military activity of
other states. In international waters (alternatively
called the High Seas), laws regulating both

the protection of undersea infrastructure and
military activity are even more ambiguous.

Nato has boosted its presence in the Baltic via
operation Sentinel after a series of power cable,
telecom and gas pipeline outages since Russia
invaded Ukraine in 2022. Most were caused by
civilian ships dragging their anchors, but proving
intent and attributing specific blame to vessels
has so far proved complex and controversial.

While some of the underwater breaches have been
ruled accidental others are still under investigation,
although no suspects have so far been put on trial.

There are 11 known cables between
Finland and Estonia in the Gulf of
Finland in a relatively small area.

Taking the average for January, according
to Lloyd’s List Intelligence vessel-tracking
data, 50 cargo-carrying vessels over
10,000 dwt sail in that area daily.
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The European Submarine Cable Association,
which represents cable owners and operators,
noted in November, following reports of

failures at two Baltic Sea links, that on
average a submarine cable is damaged
somewhere in the world every three days.

WHAT TO WATCH

Trump’s ‘massive’ reciprocal tariffs plan
is recipe for frontloading

DONALD Trump announced reciprocal
tariffs against US trading partners on
Thursday, calling it “the big one”. It is
definitely a big incentive for US businesses
to immediately frontload their imports.

“Whatever countries charge the United
States of America, we will charge
them,” said the US president.

That calculation will not just be about tariffs.
It will also take into account a country’s
Value Added Tax as well as non-tariff barriers
including subsidies, exchange-rate policies,
wage suppression, “burdensome” regulatory
requirements on US businesses, and import
policies such as sanitary and phytosanitary
measures — in other words, anything the US
decides is unfair that it can put a number on.

The timeline is for administration officials to
provide Trump with their determinations on April 1,
allowing the president to levy the reciprocal tariffs
as soon as April 2. Reciprocal tariffs may not be
rolled out all at once, but could first hit countries
with the highest tariffs and trade imbalances.

Tariff threat could spur cargo frontloading

The reciprocal tariff timetable gives US importers
at least some chance to pull forward cargoes, unlike
the recent 10% incremental tariff on Chinese goods,
which went into effect almost immediately.

Reciprocal tariffs would be worldwide,
impacting cargo in the transpacific,
transatlantic and north-south trades.

The inclusion of VAT in the calculation implies

a potentially large tariff on US imports from the
EU, which are led by building supplies, food and
beverages. According to Trade Foundation Europe,
the average VAT across the EU is 21.5% versus a
US sales tax (combined state and local) of 7.5%.
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“If it turns out that the US wants to place
reciprocal tariffs also in relation to VAT in
foreign countries, that would bring the trade war
to a whole new level,” predicted Lars Jensen of
consultancy Vespucci Maritime in an online post.

David French, executive vice-president of
government relations at the National Retail
Federation, warned of fallout in the US. “The

scale of the undertaking is massive and will be
extremely disruptive to our supply chains,” he said.

Jensen said: “All in all, there is a high degree of
uncertainty and unpredictability. From a supply
chain perspective — apart from frontloading

of cargo — there is not much that can be done
presently to plan for the coming changes, as
those changes are very much unknown.”

Spot indexes continue to fall

If there is an increase in cargo frontloading, pulled-
forward demand could begin showing up in the US
container spot freight indices in the coming weeks.
As of now, those indices continue to decline.

The Shanghai Containerized Freight Index fell
another 7% in the week ending Friday versus
the prior week. The SCFI Shanghai-North
Europe index fell 11% week on week, to $3,216
per feu, with the Shanghai-Mediterranean
index down 7% to $5,630 per feu.

The SCFI Shanghai-US west coast assessment
came in at $3,544 per feu, down 10% week

on week, with the Shanghai-US east coast
assessment at $4,825 per feu, declining 12%.

Drewry’s World Container Index fell
5% in the week ending Thursday.

The WCI put the Shanghai-Rotterdam rate at

$2,887 per feu, down 8% week on week; Shanghai-
Genoa at $4,163 per feu, down 2%; Shanghai-Los
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Angeles at $4,392 per feu, down 7%; and
Shanghai-New York at $5,874 per feu, down 5%.

According to Jefferies analyst Omar Nokta, “Spot
quotes have been declining as the container sector
moves into the seasonal lull that normally keeps spot
rates pressured during the February-April period.”

Conversely, container freight futures continue
to rise, buoyed by pessimism on the return
of liner services to the Suez route.

“Whereas traders were previously expecting rates
to drift lower, stabilise during the seasonal peak
in June to August, then trend lower again, traders
are now expecting ‘sideways’ spot rates until
April, followed by a jump during the seasonal
peak and then a move lower again,” said Nokta.

“Simply put, two weeks ago, traders saw
no potential for improvement during
the seasonally stronger period, but now
are pricing in higher freight rates.”

OPINION

Let go of Unclos and we may never get
freedom of navigation back

SHIPS of any sovereign state have the right to
freedom of navigation. Except when they don't.

The entitlement is explicitly spelled out in
Article 90 of the United Nations Convention
on the Law of the Sea. Ironically, much

of the rest of the document is dedicated

to setting out the circumstances in

which the prerogative doesn’t hold.

Just about everybody in the industry would
agree the principle is a good one. Indeed, to
allude to another declaration promulgated
two centuries previously, most of us would
hold this truth to be self-evident.

Unclos is one of the most widely ratified
treaties in existence. It has garnered a
substantial body of case law on its application,
making it perhaps the very cornerstone of

the wider system of international law.

Yet nobody is a freedom of navigation absolutist, in
the same sense that world’s richest man is a freedom
of speech absolutist, or at least likes to think he is.

It remains a diplomatic compromise, painstakingly
hacked out in various iterations over eight decades.

The needs of world trade are delicately balanced
against the needs of states to undertake fishing,
scientific research, mineral exploitation and crime
prevention, and uphold security concerns.

There are always going to be circumstances in

which raison détat will override the needs of brute
commerce. Let them be limited and somewhat rare.
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As Lloyd’s List has argued this week, the
freedom of navigation gold standard which
most of us have come to recognise as the
norm throughout our working lives is these
days looking decidedly shopworn.

Recently it has most obviously been
assailed by the Houthi onslaught against
merchant tonnage in the Red Sea.

As we pointed out, the Somali piracy crisis
elicited a united response from the international
community. Navies from the US, Russia, China,
the EU, India and Iran patrolled large tracts

of the Indian Ocean, putting aside political
differences for the wider common good.

Would that we had seen such a healthy
reaction to the challenges of the past 17
months. What we have witnessed instead is
fragmentation, with warships on the scene
protecting solely their own national interests.

The Houthis consider themselves to be the
legitimate government of Yemen, a claim
recognised elsewhere only by Tehran. If they
are remotely serious in the quest to convince
others of their right to the title, they could
start by observing their obligations under
Unclos, to which Yemen is a signatory.

Hint: this entails not launching missiles and drones
to strike vessels with the right of innocent passage.

Five thousand miles further east, China
routinely harasses civilian shipping as it
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seeks to assert control of various largely
uninhabited islands in the South China Sea.

Japan, Brunei, Indonesia, Malaysia, the
Philippines, Taiwan and Vietnam demur in whole
or part. The resultant clashes have sometimes
turned ugly and even led to loss of life.

China has said publicly that it no longer endorses
Unclos as the single authoritative source on

the law of the sea and has rejected Unclos
arbitration as a potential means of resolving

its territorial disputes with its neighbours.

More worryingly still, there is now a prospect
that Russia could become the first country
ever to withdraw from the convention. As
article 317 expressly sets out, signatories
have the right unilaterally to abrogate the
treaty, without having to give reasons.

Moscow’s disaffection is said to stem from
its ejection from International Maritime
Organization council in the wake of its
invasion of Ukraine, and a desire to declare

the Sea of Azov and perhaps even the
Arctic to be Russian internal waters.

Neither of those latter proposals would be
good news for shipping. But were Putin to
enact them, perhaps by way of a display
of bare-chested horseback militarist
machismo, there is no obvious means

of preventing him from so doing.

Decades of relatively harmonious multilateral
governance of the oceans seems to be crumbling
before our eyes. The danger is that the world
would then drift towards a multiplicity of
competing legislative frameworks.

This would visit chaos on trade, maritime
safety and sustainability, not to mention
myriad other areas from territorial claims to
deepsea mining, at a time when shipping will be
making the transition to uncrewed vessels.

It’s still not too late to avert this calamitous
outcome. But let go of Unclos and we might
never get freedom of navigation back.

ANALYSIS

The continuing trauma of the livestock
carrier fleet as casualties persist

ON APRIL 16, 2024, Tanzania-flagged livestock
carrier Deala (IMO: 7405091) ran aground off the
eastern coast of the Istrian peninsula, Croatia.

As of today, February 14, 2025, it is still there.

Ten months later the elderly ship, built in 1976, is
still exposed to the wind and waves, and residents
fear that one big storm could fatally damage the
vessel, and potentially pollute an environmentally
protected area and popular tourist beach.

Perhaps the only positive of the whole
situation is that Deala had no animals
on board when it ran aground.

The Croatian Ministry of the Sea, Transport
and Infrastructure said the owner

of Deala “ignored the decision of the competent
Port Authority of Pula” after the grounding
“and submitted to the Ministry a Notice

of Abandonment declaring the ship a total
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loss, abandoning the wreck in question and
leaving further actions to the insurers”.

Divers discovered flooding in the vessel’s engine
room, and while all fuel has been removed

from the carrier, there could still be potential
biohazards on board, warned Neven Ivesa of the
University of Pula’s faculty of natural sciences.
The ministry said there was “no threat to the
marine environment” because oily water had
been pumped from the carrier, which is also
anchored by blocks to prevent it from moving.

The salvage plan selected by insurers involved
lifting Deala onto a floating dock before towing
it to a cutting yard. A date for the salvage
operation to begin has still not been finalised.

This particular incident has not been widely reported,
perhaps because of Deala’s modest size (2,230 gt),

but more likely because it is the latest in a long line of
casualties involving livestock carriers around the world.

Page 5



In February 2024, The National Council of Societies
for the Prevention of Cruelty to Animals (NSPCA)
boarded the 2016-built, 36,000 gt, Al Kuwait (IMO:
9590931) in Cape Town, South Africa.

This followed complaints from the public due to
a stench emanating from the vessel, which had
arrived from Brazil to load feed for its cargo of
19,000 cattle on their way to the Middle East.

The NSPCA inspection declared conditions on
board as “abhorrent” and noted an “extreme”
build-up of faeces and urine on the vessel’s
decks, with many animals having no option but
to “rest in dams of their own excrement”.

The NSPCA discovered diseased and injured
animals on board during its two-day inspections.
Eight cows had to be euthanised due to their
injuries, while others were found dead on board.

The Kuwait-owned Al Kuwait is one of the largest
and most modern livestock carriers in service.

A month previously, the Israeli-owned 13,000

gt Bahijah (IMO: 9360788) carrying Australian
cattle from Fremantle to the port of Haifa had to
divert from its usual Red Sea route via the Cape of
Good Hope due to Houthi attacks on shipping.

The vessel’s cargo of 8,000 sheep had to endure three
months aboard due to the diversion, sparking outrage
from animal rights groups in Australia and Israel.

In April 2024, the 1965-built Lady Maria (IMO:
6518425) ran aground near Pserimos Island off
the Greek coast with 6,800 lambs on board.

Fortunately, the vessel was able to be refloated
with tug assistance the same day and was escorted
to an anchorage for damage inspection.

The worst incident involving a livestock
carrier occurred in 2009 and involved the
25,000 gt, 1976-built, converted vehicle
carrier Danny F.II (IMO: 7359462).

Originally built for Sweden’s Wallenius
Lines, the vessel was converted by new
owners to a livestock carrier in 1994.

It was carrying 10,200 sheep and 18,000 cattle
from Uruguay to Syria when it lost stability and
overturned near Tripoli with 80 personnel on board.
All of its cargo was lost and 55 people on board,
including the British master, died in the incident.
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According to Lloyd’s List Intelligence data, the
livestock carrier fleet numbers 117 active vessels.
Only 24 of them were built since 2000 with 80% of
the operational fleet being aged 25 years or more.
The oldest ship in service was built in 1964.

Most livestock carriers are operated by small, family-
owned, companies. Some have a poor safety record and
have been highlighted for poor treatment of crews.

Live animal exports continue to come under
pressure from animal rights groups and
non-governmental organisations.

Animal Welfare Institute staff attorney and

senior policy associate Adrienne Craig said her
organisation still sees reports of “horrific incidents
of capsized vessels, or animals languishing and
dying while waiting for weeks on vessels”.

“Of course, accidents can happen to any ship at sea, but
vessel owners must be held responsible for the upkeep
and maintenance and for the conditions on board so
that the animals arrive at their destination healthy

and in as timely a manner as possible,” she said.

Several major markets have now banned the
export of live animals by sea, including the
UK, New Zealand, and perhaps most notably
Australia, whose ban comes into force in 2028.

As aresult of that increased pressure, some of
the more reputable owners of livestock carriers
appear to be now getting out of the business.

They include Australia’s Wellard Group which
confirmed the sale of its last ship in January.
The company was one of the few operators to
operate purpose-built livestock carriers rather
than conversions from other vessel types,
which make up the majority of the fleet.

More than half of the fleet in service was converted
from another ship type, with containerships and
ro-ro cargo vessels being the most popular choice for
conversions. Most conversions were carried out for
ships which were already near the end of their life.

The addition of numerous decks bearing active
animals to the structures of former containerships
has been cited as the cause of a number of
casualties where stability of the ship was lost.

They include the fatal loss of the converted

feeder containership Gulf Livestock 1
(IMO: 9262883) in 2020.
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The 12,000 gt ship foundered off the
Japanese coast on a voyage from New
Zealand to China after it capsized in
heavy weather following engine failure. Its
entire crew and 6,000 sheep were lost.

Due to their poor safety record and sometimes
questionable standards of maintanence,

the livestock carrier fleet is deemed to

be of high risk to insurers and attracts

more port state control inspections, per

fleet size, than any other ship type.

The Paris MOU database alone records the detention

of 12 livestock carriers at European ports in 2024.

In December 2024 the 1983-built Express
M (IMO: 8200577) was detained in Portugal for

a month following port state control inspection
which found 26 serious safety deficiencies.

Beating even the Express M’s poor PSC record,
the 1977-built Nader A (IMO: 7611547) was
detained at the Spanish port of Tarragona for
nine days with 27 deficiencies.

The extensive rap sheet of the livestock
carrier fleet is no help to the people of
Rasa, Marcana or Barban who are worried
about their beach being polluted, nor

the Croatian taxpayer who will be on

the hook for the clean-up operation.

But the Deala incident is another casualty to
add to the charge list of arguably shipping’s
worst performing sector in terms of safety.

What you should know ahead of ISW-GHG 18

THE International Maritime Organization meets next
week for its second-last set of climate talks before
April, when it is due to approve the bones of a global
carbon price and green fuel standard for shipping.

Why it matters:

Decarbonising the shipping industry is
impossible without regulation to close the
price gap between fossil fuels and green fuels,
which are roughly five times dearer.

The IMO’s 2023 GHG Strategy, which isn't legally
binding, directs it to approve a basket of mid-term
measures this year, to enter into force in 2027.

Next week, the 18th intersessional working
group on greenhouse gas emissions, ISW-GHG
18, will see countries try to hammer out legal
text on new measures for approval at MEPC83
in April, and adoption in October.

These are:

« Atechnical measure, probably a GHG
fuel standard (GFS) to limit the carbon
intensity of ships’ energy use over time.

* An economic measure to price emissions

What are the options on the table?

The IMO is roughly divided into two camps:

those in favour of a GFS combined with a GHG
levy, and those who want a GFS alone.
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« Around 50 countries and the European
Commission have consolidated their
plans for a carbon levy and a fuel
standard into one proposal. No price
per tonne has been agreed yet, but
suggestions range from $18.75 to $150.

«  GFS-only fans include Argentina, Brazil,
China, Norway, South Africa, UAE and
Uruguay. Their proposal would work
by charging for carbon credits, possibly
with pooling for easier compliance.

Climate progressives and shipping industry groups
tend to want a high levy, while big oil states and
opponents of green regulations tend not to.

The UCL Shipping and Oceans Research
Group’s deep-dive analysis on the
different measures is available here.

When will we see results?

Not next week and maybe not by April’s
MEPC either, barring a big surprise.

The big questions — what regulation will
the IMO adopt? How will it work? How do
I comply? Where does all that money go? —
will probably be left to the last minute of
the extraordinary MEPC in October.

The IMO wants consensus, which makes its
deliberations painfully slow. It also wants to avoid
big votes that could expose tensions between states.
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This means agreeing on the broad strokes
of how the GHG rules will work and leaving
the thornier details until later, in essence
working in slow circles from the outside in.

Recent debates have touched on how much
revenue should go to developing green shipping
technology and infrastructure, and how much
to helping poorer countries with the economic
costs a levy or other carbon price could impose.

But basic details are still up in the air. South Korea
has estimated a GHG levy at $18.75 per tonne
would bring in $11.9bn in 2030, while at $150

the IMO would rake in a whopping $95.3bn, “the
largest single environmental fund ever proposed”.

So what are we ‘approving’ in April, exactly?

The approval due at MEPC83 merely means approving a
package of potential Marpol amendments for circulation
among the parties, for adoption six months later.

International Chamber of Shipping deputy
secretary-general Simon Bennett said a vote
at the October MEPC was possible, “but they
would really, really wish to avoid that”.

Bennett said the IMO did not want the optics of
having an agreement without the buy-in of big
economies like China and the US. “It would be very
hard to claim that that’s a genuine global agreement,
which is what we're trying to see,” he said.

Last year, MEPC81 produced a draft legal text of
a Net Zero Framework, essentially a set of chapter
headings with the detail still to be filled in.

This year’s meetings will have hundreds of
people working day and night to agree on a
‘clean’ text so that the IMO has something
it can plausibly approve in April.

Time is short. ISW-GHG 18 runs from
February 17-21, ISW-GHG 19 from March
31-April 1, and MEPC83 from April 7-11.

MEPCS83 will also have other agenda items to get
through, so not even its full week is available.

The hope is that the IMO can at least get
the foundations right now, then refine the
measures over time. A low carbon price
can be increased once the system for
charging it is in place, the thinking goes.

What if this fails?

The IMO has talked about cutting emissions for
around 15 years, but this year it has to deliver.

Failure would undermine its credibility and give

regional blocs such as the EU an incentive to tax

shipping themselves. The potential sums on offer
would be vast and tempting for governments.

This would create the dreaded patchwork
of overlapping, contradictory regulation
the industry has warned against for years.
It would impose higher cost and admin
burdens on companies and delay the switch
to greener fuels and technologies.

It is now up to the member states to
make sure that doesn’t happen.

High Court overturns arbitration award after
‘'substantial injustice’ at tribunal

THE High Court has overturned a London
arbitration award in a dispute between

a shipowners and a Chinese repair yard,
citing serious procedural irregularity

at the original tribunal hearing.

But His Honour Judge Keyser KC dismissed the
shipowners’ appeal on a point of law regarding
discharge of liability under the contract.

The tribunal’s decision in Mare Nova v
Zhangjiagang Jiushun Ship Engineering was
partly based on a matter not raised in
arbitration proceedings, which resulted in
“substantial injustice”, Keyser J added.

Lloyd's List | Daily Briefing Monday, 17 February 2025

The case will now return to arbitration for
reconsideration under correct legal principles.

The claimant is a Marshall Islands brass
plate company, understood to be associated
with Greece’s Evalend Shipping, which
sent 28,429 dwt bulk carrier Inase (IMO:
9445148) to the defendant’s yard

in China for repairs in 2021.

On completion of the job, the owners’
representative signed off the work and paid
the bill. Keen to see the vessel return to
service, the right to sea trials was waived.
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But within three hours, engine problems became
apparent. This were almost certainly caused by
incorrect alignment of the intermediate shaft bearing.

Unsatisfied with the shipyard’s workmanship, Mare
Nova launched arbitration proceedings, seeking
damages for breach of contract and negligence. But
the defendant did not participate in the arbitration,
disputing the contract’s arbitration clause.

The tribunal carefully considered the relevant

contract clauses, without giving the claimants the
opportunity to comment, and took them to provide
that once the vessel left the yard, the yard was
discharged from all liability. While some compensation
was awarded, that was under the warranty.

According to Quadrant Chambers barrister
Chirag Karia KC, who acted for Mare Nova,
there were two problems with that ruling,

“Firstly, it wasn’t something that anyone had
argued. The yard hadn't participated and we
hadn’t argued it. It was unfair because we weren’t
given the chance to respond to that argument.

“The judge also found that it was obviously wrong. The
clause was dealing with responsibility as a bailee.”

The claimant challenged the tribunal decision
under s.68 of the Arbitration Act 1996,

citing serious irregularity, and also appealed
under s.69 on a point of law regarding the
interpretation of the contract’s discharge clauses.

Judge Keyser allowed the first challenge,
finding a serious irregularity due to

the tribunal’s reliance on an argument
not raised in proceedings, causing
substantial injustice to the claimant.

But the s.69 appeal was dismissed, as the
discharge issue was not a question the tribunal
was asked to determine. Nevertheless, the
court found the tribunal’s interpretation

of the contract was clearly wrong.

Karia added that part of the problem had been that
the tribunal’s wrong determination highlighted
the perils of doing arbitration on paperwork

alone, which is becoming much more common.

“There’s a lot of pressure to get awards out, and it
must just have seemed like the right answer. You
need arguments from the parties to put things

in context, and also to show you that perhaps
you are not looking at things in the right way.”

MARKETS

Hoegh Autoliners to boost fleet with
chartered ships as high rates ease

HOEGH Autoliners chief executive Andreas
Enger has disclosed that a correction in
pure car and truck carrier time charter rates
means the company will make a return to
chartering in tonnage to boost fleet capacity.

Time charter rates for large car and truck
carriers rocketed from 2022 and peaked
at $120,000 per day in mid-2024.

They have since halved due to an increase in
newbuilding deliveries but remain some 25%
higher than previous historical peaks.

“A more balanced market is affecting charter rates
which is positive for our operations. For several
years we were unable to use the charter market

to balance our network but in 2025 we plan to be
more active in the charter market,” said Enger.
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Vessel deviations from the Red Sea via
the Cape of Good Hope have continued to
drive a supply shortage during a period
of record high car exports from Asia.

Enger expects Hoegh Autoliners’ fleet capacity
constraints will also be eased in 2025 by
its continuing newbuilding programme.

The world’s fifth largest operator of PCTCs
has taken delivery of four 9,100 ceu
newbuildings since mid-2024 and has a
further eight ships on order. Four vessels
each will be delivered in 2025 and 2026.

Enger said that while it was important to
continually assess Hoegh Autoliners’ fleet
structure, the company has no immediate
plans to order more newbuildings.
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The global orderbook for vehicle carriers is at a
record level with in excess of 200 newbuildings

of over 6,000 ceu on order for delivery through to
2028. Deliveries of new ships is set to peak in 2025
with some 80 vessels expected to be delivered.

“Delivery of newbuildings will remove some of
the pressure seen in our segment, but the general
market remains strong with more volume than
we can carry in key trade lanes,” noted Enger.

Hoegh Autoliners operates a fleet of 38 PCTCs
of between 2,000 ceu and 9,100 ceu. All of its
tonnage is owned or operated on long-term
leases with purchase options attached.

Enger is optimistic about a potential reopening of
the Red Sea route to allow vessels serving between
Asia and Europe to return to the Suez Canal route.

“It’s difficult to say what the effect (of a Suez
Canal return) will be but a return will allow
us to take more volume and cargo.

“We want the Red Sea to reopen as it will improve
trade flows and increase our ability to carry

more cargo. The change in the market balance
will be a good thing for us,” said Enger.

Announcing Hoegh Autoliners 4Q24 financial
results today, February 14, Enger reported
total revenues for the three months ending
December 31, 2024 of $352m. This is up
from $349m in the third quarter.

Adjusted earnings before interest, taxes,
depreciation and amortisation increased to $179m,
compared with $177m in the third quarter.

Net freight rates in the fourth quarter
remained flat at $86.7 per cu m while cargo
volumes increased slightly to 3.5m cu m, up
from 3.4m cu m in the previous quarter.

Full-year revenue declined from $1.44bn in 2023
to $1.37bn in 2024, chiefly due to fleet capacity
constraints following Cape of Good Hope diversions.

The company said that 2025 had started
with the strongest contract backlog in its
history. It expects first-quarter 2025 cargo
volumes to be in line with recent quarters.

Russia-Ukraine peace prospects put
pressure on product tanker sentiment

THE FATE of the product tanker market
is effectively the same as in many shipping
segments: It’s a roll of the dice, courtesy of
today’s extreme geopolitical uncertainty.

“We are very constructive on the product market
itself, however, we are also cognisant of our inability
to either control, predict or even understand
geopolitical events, various announcements,
changes in emotion, or different tweets or policies,”
said Scorpio Tankers president Robert Bugbee
during his company’s quarterly call on Thursday.

“It’s not just that we do not know the
answers. It is that in many cases, I don’t
think we even know the questions.”

The strategy of Scorpio and many other listed
owners in the face of geopolitical uncertainty:
keep debt low to reduce break-evens in case things
go bad, and hold fire on key investments but be
prepared to move quickly if things go well.

“We balance our constructive market
outlook with the understanding that cyclical
downturns in our industry are often triggered
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by unexpected black swan events,” said
Scorpio chief executive Emanuele Lauro.

The product tanker sector now faces two
simultaneous geopolitical unknowns that
could have a material impact on tonne-miles.
The Red Sea could open or the Houthis
could resume attacks and effectively keep

it closed, and the Ukraine-Russia war

could end and product tanker trades could

at least partially normalise — or not.

What if Russia-Ukraine war ends?

US President Donald Trump has begun
talks with Russian President Vladimir
Putin to end the war in Ukraine.

The Russia-Ukraine war has led to a significant
increase in tonne-miles for product tankers,
pushing 1.4m barrels per day of Russian diesel
from Europe to Africa, the Middle East and
Brazil. Europe has replaced Russian imports
with diesel from the Middle East and India
(transported around the Cape of Good Hope
due to the Red Sea closure) and from the US.
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Clarksons Securities has previously estimated
the Ukraine-Russia war has increased
product tanker tonne-miles by 5%.

The mere possibility that the Ukraine-Russia
war could end and trade lanes could snap
back is negative for product tanker stocks.

On Thursday, after Scorpio and Ardmore
Shipping reported 4Q24 results above or in
line with consensus and higher rates in 1Q25
versus 4Q24, their stocks both fell 7%. Shares
of Hafnia fell 4% and Torm dropped 3%.

“With talk of peace in Ukraine building momentum
in the last 24 hours, fears regarding an unwinding
of the massive benefit to product tanker tonne-
mile demand from this conflict are escalating,”
warned Evercore IST analyst Jon Chappell.

Bugbee argued against the bearish view. “We
don’t even know if there will be peace, what form
peace with Russia would take, whether it will
hold, or how it will affect tonne-miles,” he said.

“The ‘Russian peace trade’ makes an
assumption that everything goes back to
where it was before, and that’s negative.
And we don’t necessarily buy into that.

“It’s highly doubtful to get back to the complete
past in any form. It’s a nice thought for the shorts
[on Scorpio’s stock] to get everybody whipped up to
help their positions. But it’s not realistic that we’re
going to wake up next week and everything’s going
to be back in place, for a whole host of reasons.

“Even if there is a peace treaty, you can’t really
imagine that Europe goes straight back to where
it was before, with dependance on Russia. And
you're definitely not going to have the dark fleet
[serving Europe]. So, either way, youre going

to have a much more muted response.”

Ardmore Shipping chief executive Gernot
Ruppelt said during his company’s investor’s
day presentation on Thursday, “We believe

the shift of tonnage into the shadow fleet and
sanctioned trades is very much a one-way
ticket, no matter what happens. For these ships
to swing back into compliant mainstream
trades, we believe, is an illusion.”

What if Red Sea reopens?

Following the onset of Houthi attacks, product
tanker volumes using the Cape of Good Hope
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jumped from around 500,000 barrels per day
to 2.3m bpd, while volumes through the Suez
Canal dropped from 2.7m bpd to 800,000 bpd,
according to data presented by Scorpio.

Clarksons has estimated that Red Sea diversions
have increased product tanker tonne-miles by 2%.

The Houthis announced a halt in attacks in
January, but product tankers have yet to come
back and recent events in Israel are jeopardising
shipping’s return to the Suez route.

“We believe the situation in the Middle East
is infinitely complex, and as we already see,
these things don’t always move in a straight
line,” said Ruppelt. “So, for us to consider
resuming transits — which we’re not — we
would really have to see a sustained, visible
and credible normalisation of trade flows, and
to see other owners taking the same stance.”

There is also speculation among brokers
and analysts that negative effects of the Red
Sea reopening could be counterbalanced

by the positive effects of higher flows of
products from the Middle East to Europe.

Lars Dencker Nielsen, chief commercial officer of
Scorpio, pointed to insurance rates for Red Sea
transits. “Insurance companies obviously price their
risk, and if you say that the price of risk is equivalent
to the risk, and the price goes up and down, all I

can say is that the price has not come down. So,

that reflects that the risk is still reasonably high.”

Bugbee said, “It’s really wait and see. You can make
a statement that you want peace. You can make

the statement that you want to build a holiday
resort in a Gaza. But there’s a long chain of events
between the actual statement and deliverability.”

Even with geopolitical upside,
product tanker rates are down

Beyond the two big variables of the Ukraine-
Russia war and the Red Sea crisis, there is
also the lacklustre situation in the broader
product tanker rate market, which has
remained profitable but uninspiring.

The Baltic Exchange time-charter equivalent
index for long range one product tankers on
the Middle East-Japan route was at $15,671
per day on Thursday, down 64% year on year.
The LR2 Middle East-Japan TCE index was at
$24,075 per day, down 63% year on year.
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The Baltic’s Atlantic basket TCE index for medium-
range and handysize product tankers was at
$15,755 per day, down 61% year on year. The Pacific
basket TCE index for MR and handysize tankers
was at $18,411 per day, down 57% year on year.

Scorpio reported adjusted net income for
4Q24 of $30.3m, down 79% from 4Q23.
Ardmore reported 4Q24 adjusted net income
of $10.3m, down 61% year on year.

During the Scorpio call, Chappell pointed to the weaker
rate environment. “Rates are lower than they were at
this time last year and basically that’s been the same

thing for the last six months. Is that cyclical in the sense
that it continues to grind lower, especially if there is a
change of the geopolitical landscape, including Russia,
or do you think there’s a higher floor here?”

Bugbee responded, “I wouldn't use as a base
case that we’re going to get rate explosions and
some of the super-high rates that we’ve had for
the past two or three years — that’s not what
we would have in terms of our forecasts. That’s
why we’ve been so focused on operating cash
break-evens. We don’t need those rates we had
before to make good money. It doesn’t mean
you can’t get great returns at lower rates.”

Imperial Petroleum sustains ‘profitable
momentum’ ahead of dry bulk expansion

IMPERIAL Petroleum, the Harry Vafias-
led tanker and bulk carrier owner, has
unveiled profitable results for last year
just prior to a major expansion of its
presence in the dry bulk market.

Last autumn, the company disclosed

it has agreed to purchase seven bulk
carriers — including five supramaxes and
two kamsarmaxes — from privately-held
Vafias family outfit Brave Maritime.

Imperial said that the seven Japan-built vessels,
valued at about $129m at the time the deal

was agreed, are now expected to be delivered
between February and May this year.

“In the period ahead, our key focus is to
materialise our already announced fleet growth
plans, sustain our profitable momentum and,
as always, seek opportunities to enhance

the value of our company,” Vafias said.

The incoming bulkers will join an
existing fleet that has reached nine
tankers and three handysize bulkers.

The tanker side grew recently with the
delivery of a seventh medium-range
product tanker, the 2009-built Clean
Imperial (IMO: 9376854) last month. There
are also two suezmax crude tankers.

Vafias has previously identified the company’s
high cash reserves and its debt-free balance
sheet as providing “plenty of flexibility” for
growth and has talked of an optimal fleet

size for Imperial of up to about 25 vessels.
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Cash and equivalents rose by almost 67%
during last year to $206.7m with the company
garnering $6.7m from time deposits alone.

Nasdaq-listed Imperial posted fourth-quarter net
income of $3.9m, compared with $6.5m in 2023.

Vafias said that the company’s profit was
partly undermined by a foreign exchange
loss of $3.3m during the quarter.

Revenues for the fourth quarter decreased
by 12.4% to $26.2m, primarily because
of softer market conditions.

For the 12 months of 2024, revenues dipped by
19.7% to $147.5m, mainly because of lower spot
rates for both product tankers and suezmaxes.

Nevertheless, Imperial posted net
income of $50.2m for 2024, versus
a $71.1m profit a year earlier.

Vafias hailed the “exceptional” result, especially
as it was generated by “a small fleet,” he said.

“We continued to be consistent with

profitability, cash flow generation and fleet
growth across the quarters,” he said.
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IN OTHER NEWS

Crew retention better in

2024, survey finds

SHIPPING'S crewing crisis appears
to have stabilised, a survey

by maritime recruiter Danica
Crewing Specialists revealed.

Its annual crew managers’
survey found almost 50% of
respondents said the recruitment
landscape was “about the same”
as 2023, and less than 30% said
it had got worse, compared

to nearly 40% in 2023.

Perhaps more encouraging

is the seafarer retention rate,
which more than 40% of the
shipowners and shipmanagement
companies surveyed said

was better than last year.

Hong Kong completes inaugural

LNG bunkering operation

HONG KONG has formally
completed its inaugural liquefied
natural gas ship-to-ship bunkering
today, only months after the city
announced its ambition to become
a hub for green marine fuels.

Kunlun Energy, a gas unit of state
giant PetroChina, said an 8,500
cu m LNG bunkering vessel under
its operation supplied 2,200
tonnes of cryogenic LNG to Zim
Aquamarine (IMO: 9968097), a
7,000 teu containership equipped
with dual-fuel propulsion
systems able to burn the fuel.

Lloyd’s List understands the
bunkering vessel was Xinao
Putuo Hao (IMO: 9870628), built
by China’s Dalian Shipbuilding
Industry in 2022 and featuring
two Type-C cargo tanks.

Chinese state entity takes over
sanctioned Zhoushan Wison shipyard
A CHINESE state-owned entity
has taken over Zhoushan

Wison Offshore & Marine, a
shipyard that was forced to be
sold due to US sanctions.

Nantong Tongzhou Enterprise
Management Partnership,
ultimately owned by

the Nantong city government,
has become the de facto
controlling entity of Zhoushan
Wison. The yard was previously
owned by Wison New Energies,
part of Shanghai-based Wison
Group, a privately run Chinese
firm specialising in energy

and chemical services.

The acquisition follows the US
Department of State’s sanctions
last month against Zhoushan
Wison, now rebranded as
Zhoushan Tongzhou Offshore
Engineering, for building modules
for Russia’s Arctic LNG 2 project.

DP World plans stablecoin-based
payment system to boost trade
GLOBAL ports operator DP
World has its customers in the
Latin America and sub-Saharan
Africa regions in mind as it sets
up a cross-border payment
solution based on stablecoins.

Explaining its rationale for the
initiative, which it launched at this
year's World Economic Forum
and is in its early planning phase,
the logistics player said: “DP
World'’s vision for stablecoin-
based payments aligns with

our broader goal of reducing
inefficiencies in global trade.”
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DP World said customers in
emerging markets, such as Asia
and Africa, often grapple with
prolonged settlement times,
restricted access to finance
and a lack of transparency
which have hindered the

growth of trade flows.

Bulk carrier in collision

with US aircraft carrier

A US aircraft carrier and a bulk
carrier collided off the Egyptian
coast late on Wednesday evening.

The Panama-flagged, 2003-built,
53,020 dwt Besiktas-M (IMO:
9291365) and USS Harry S.
Truman came into contact

off Port Said at around

2345 hrs on February 12.

A Lloyd’s List casualty report
said the Egyptian Maritime
Authority cancelled the bulker’s
voyage schedule and directed
it to the nearest anchorage.
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Classified notices follow

Lloyd’s ListD

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

Please contact: marketingservices@lloydslistintelligence.com
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IN THE SUPREME COURT OF GIBRALTAR
2024/ADM/12

ADMIRALTY JURISDICTION

Admiralty action in rem against the Owners of the Motor
Vessel "ELYSIUM"”

BETWEEN

Close Brothers Limited

CLAIMANT

-AND-

The Owners and/or Charterers of the M.V. "ELYSIUM”

DEFENDANT

-AND-

HRH Princess Deema Bint Sultan Bin Abdulaziz Al Saud

INTERVENER
Notice is hereby given as follows:-
1. The vessel herein, namely “ELYSIUM”, has been ordered to be sold by order of
the 5™ day of November 2024, of the Honourable Mr. Justice Dudley, Chief
Justice.
2. Proceeds of sale have been deposited and paid into Court.
3. The order of priority of the claims against the proceeds of sale will not be

determined until after the expiration of the period of 60 days from today’s date.

4. Any person with a claim against the ship, or the proceeds of sale thereof, on
which he intends to proceed to judgment shall do so before the expiration of the
period above described.

Dated the 17" day of February 2025.
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