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Systemic enforcement gaps
let shadow fleet operate with
impunity

FLAG registry oversight is ineffective and needs urgent structural
reform to prevent further growth in dangerous *shadow fleet shipping,
according to a damning new report.

The Royal United Services Institute, a think tank, highlighted “systemic
gaps” in enforcement.

RUSI recommended handing responsibility to the Financial Action Task
Force, the international money laundering and terrorist financing
watchdog, to push flag states to up their game.

Its report, to be published on Tuesday, found the growth in the shadow
fleet since Russia’s war on Ukraine was not an anomaly but “a natural
outcome of the structural failures in flag state governance”.

“The ease with which vessels can obtain flags without scrutiny, avoid
ownership transparency and escape enforcement actions has created the
conditions for an entire parallel shipping ecosystem,” the report said.

“It operates in defiance of international sanctions and maritime norms
and is sustained by systemic gaps in registry oversight rather than
spontaneous abuses.

“If the phenomenon of the shadow fleet is not addressed urgently it will
continue to expand, drawing more vessels, cargoes, and jurisdictions
into a system that rewards opacity over compliance.”
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The report said about 700 vessels had been
subjected to sanctions in the past year,
including those from the US against Iran,
and the EU and UK against Russia.

“Targeted measures have been introduced to
challenge the legal and financial enablers of
illicit shipping activity, but these measures
remain fragmented and reactive and

have yet to turn the tide on the expansion

of the shadow fleet,” RUSI said.

Co-author Gonzalo Saiz, a research fellow at RUSI’s
Centre for Finance and Security, told Lloyd’s List the
tools for hiding ownership and flag hopping were
not new, but had grown quickly in recent years.

“For the longest time now we have allowed
international maritime conventions to
simply remain unenforced,” Saiz said.

“And this has led to the opaque and unsafe
shipping ecosystem that we’re operating in now.”

Saiz said the International Maritime
Organization adopted resolutions and imposed
obligations on its member states. But the

UN body has no enforcement powers.

“What we are seeing is flag states neglect many of
those obligations and not carry out the sufficient
checks into beneficial ownership, adequate
insurance, the state of the vessels,” Saiz said.

The problem stemmed from lack of pressure on flag
states to fulfil their obligations, and the business
opportunity for states and companies in flagging
ships without looking too closely at their activities.

“In the end it’s a quick buck that can be generated
if youre turning a blind eye, or you're simply
not introducing the right controls,” Saiz said.

The report said the FATF was in a unique
position to hold flag states accountable.

The little-known organisation requires more
than 200 jurisdictions to implement sanctions
related to proliferation financing in line with
UN Security Council resolutions, including
freezing assets and preventing provision of
services to designated people or entities.

The FATF’s ‘mutual evaluation reports’ on countries

were “tremendously impactful” since a bad rating
could mean greater scrutiny from financial markets,
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higher risk ratings and reputational exposure.

Unlike the IMO, the FATF “has a proven
track record of driving tangible regulatory
reforms at the national level”.

The report said the FATF should assess
how jurisdictions regulate foreign
registries or maritime service providers
operating from within their territory.

This would encourage states to act against
networks that help fraudulent or high-
risk registration, “helping to close off key
enablers of maritime sanctions evasion”.

“At present the burden of responsibility falls
disproportionately on port states, insurers, financial
institutions and naval patrols,” the report said.

“Permissive registries, which are often the
root enablers, continue to escape scrutiny.

“A FATF-led process would shift accountability
upstream, targeting governments that allow
their commercial flagging operations to function
as gateways for sanctioned shipping and those
that are home to private sector operators
managing registries for other states.”

FATF works in relation to UN sanctions, not
those imposed unilaterally by the US.

But RUSI said flag registry abuse had become
prevalent in the field of proliferation financing
— funding the spread of weapons of mass
destruction — which the FATF covered.

The report said: “Considering rising geopolitical
tensions and the increasing militarisation of
maritime sanctions enforcement, leveraging the
existing multilateral FATF framework offers the
most credible, scalable and preventative approach to
countering the shadow fleet now and in the future.”

* Lloyd’s List defines a tanker as being part of

the Shadow Fleet if it engages in one or more
deceptive shipping practices indicating that it is
involved in the facilitation of sanctioned oil cargoes
from Iran, Russia or Venezuela. Or it is sanctioned
for participation in sanctioned oil trades or is
sanctioned for links to a company that is sanctioned
for facilitating the export of sanctioned oil.
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WHAT TO WATCH

Houthi targeting of Idan Ofer tanker highlights

northern Red Sea risk

THE master of the Liberia-flagged combined
chemical and oil tanker Scarlet Ray (IMO:
9799654 ) reported a splash in close proximity
from an unknown projectile and heard a loud
bang at 2030 hrs local time on Sunday.

While the tanker was undamaged in the attack,
the near miss 40 nautical miles southwest

of Yanbu, a key Saudi oil export port, indicates
a potential escalation by the Yemen-based group
into more northern areas of the Red Sea.

The Houthis confirmed the attack on
Monday, stating on social media they had
targeted the Eastern Pacific Shipping-
operated tanker with a ballistic missile.

While the Houthi’s claimed the missile
was a direct hit, Eastern Pacific later
confirmed the ship had “not sustained
any damage and continues to operate
under the command of its master”.

Lloyd’s List Intelligence vessel-tracking
confirms the tanker continued to
sail after the reported attack.

While Eastern Pacific is a Singapore-
based entity, it is the flagship operation
of Israel-born billionaire Idan Ofer and
its ships have previously been targeted
on the basis of that affiliation.

Attacks near Saudi Arabia’s Red Sea coast

are rare. Houthi missiles have predominantly
been concentrated further to the south, in
areas closer to Yemen’s offshore waters and
the nearest previous attack was off Shuqaiq in
June 2024, more than 9oo km south of Yanbu.

Any further Houthi targeting of vessels
along this coast will likely raise alarm as
crucial energy exports are transported to
global markets from Saudi terminals.

Yanbu serves as a crucial export hub for Saudi
Arabia, primarily handling crude oil, refined
products such as bitumen and base oils, and
increasingly, green hydrogen and ammonia.
Due to its strategic Red Sea location and
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pipeline connectivity, Yanbu allows Saudi
Arabia to bypass the Strait of Hormuz, and the
higher risk southern reaches of the Red Sea.

“This is an escalation and the location

of the incident requires attention,” said
Noam Raydan, a senior fellow at The
Washington Institute for Near East Policy.

“The group may see the northern Red Sea
as an area with more targets that fit their
list of vessels that are perceived to be
Israeli affiliated,” Raydan said. “All this
will depend on the trajectory of the Gaza
war, and this includes the attacks which the
Houthis and Israel have been trading.”

The targeting of Scarlet Ray comes as
Yemen’s Houthi militants are vowing

to step up attacks against Israel and its
allies in response to strikes on the capital
Sanaa that killed the prime minister and
at least nine members of his cabinet.

Ahmed Ghaleb al-Rahawi, the prime minister
of the Houthi rebel government in Yemen, was
killed in an Israeli air strike on Thursday.

“We won’t back down,” Mohammed Muftah, who
has been appointed acting premier of the Houthi
government, said in a video message ahead of

a funeral for the slain officials on Monday.

Israeli Prime Minister Benjamin Netanyahu
said on Sunday that last week’s strike

was “only the beginning” of a campaign
targeting senior figures in Sanaa.

“We will reach them all,” Netanyahu said,
suggesting his military and security services have
strengthened their intelligence on the Houthis.

Following the Scarlet Ray attack,
UKMTO advised all vessels to
transit the area with caution.

According to Lloyd’s List Intelligence

data, Scarlet Ray sailed from the Mediterranean
Sea through Suez Canal in early August and made
two calls at Yanbu and Rabigh ports in August.
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MARKETS

Transpacific carriers hold course despite
demand drop and rates pressure

TRANSPACIFIC operators are reluctant to cut
significant capacity on the trade, despite weakening
demand and expectations for continued downward
pressure on spot rates in the coming weeks.

The latest data from analysts Drewry shows
that container shipping lines and alliances
plan to maintain the majority of schedules
through to the first week of October, with
some still offering full sailings.

Across the 729 scheduled sailings between week

36 (September 1-7) and 40 (September 29-October
5) on the major east-west trades only 44, or 6%,
have been pulled, according to Drewry. This is
equivalent to 94% of services sailing uninterrupted.

The majority of blank sailings, though, have
been announced for the eastbound transpacific
trade (68%), but this is still limited.

Until now, the most significant carrier cull has
come from the full suspension of the Premier
Alliance’s PS5 loop, which connects Asia with
the US west coast, effective from the start of
September until further notice. The PS5 loop,
operated by operated by HMM, Ocean Network
Express and Yang Ming, deploys six ships with
an average capacity of 4,800 teu, according to
Sea-Intelligence. The Gemini Cooperation, the
alliance between Maersk and Hapag-Lloyd, has,
at least until now, refrained from any blank
sailings or similar service suspensions.

Box numbers on the transpacific trade
performed strong through the first half of
2025 and into July and early August, however,
with shippers driving volumes ahead of tariff
deadlines cargo demand is expected to brake
sharply in the closing months of the year.

shippers driving volumes ahead of tariff
deadlines cargoes are expected to brake

sharply in the closing months of the year.

ahead of tariff deadlines cargoes are expected to
brake sharply in the closing months of the year.

According to Linerlytica, cargo booking volumes
on the transpacific have fallen 20% in recent weeks.
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There is little expectation for a pickup in September.

Spot rates on the transpacific have gradually
fallen since the start of August, but the Shanghai
Containerized Freight Index did spike this week
after carriers, including CMA CGM, Cosco and
Ocean Network Express, looked to push through
a series of general rate increases ranging

from $1,000 to $3,000 per feu. Rates to the

US west coast from Shanghai climbed nearly
17%, or $279, to $1,923 per loaded 40 ft unit,
while those to the US east coast followed suit,
rising just shy of 10%, or $253, to $2,866.

Despite at least some respite from the rate
erosion witnessed over the past month, the
gains indicated by the SCFTI are still nowhere
near those hoped for by carriers. Adding to
carrier pain is consensus that spot rates are
only heading one way in the weeks ahead.

Xeneta chief analyst Peter Sand told Lloyd’s
List that even if carriers upped the ante

on capacity discipline this would still only
provide “temporary support” to rates.

“The persistent demand/supply imbalance will push
rates down eventually,” he said. “No shippers are

in need or in a rush to bring in goods, even though
we have the extended pause on tariff hikes between
China and the US now running to November.”

There may be a sudden rush in October to ensure
stocks are plentiful ahead of Christmas and the
holiday season, he said, but even this would do
little to sway the market or lift rates to any degree.

Adding a further layer of uncertainty to the market,
at least in terms of transpacific trade, was the

news on Friday that US President Donald Trump’s
so-called reciprocal tariffs, which he introduced
under the International Emergency Economic
Powers Act, have been deemed illegal by the

US Court of Appeals. This decision upheld the
ruling made in May by the Court of International
Trade, which came to a similar verdict.

The tariffs will remain in place until at least

October 14, while a decision is made by the US
Supreme Court as to whether the ruling will stand.
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Commenting on the court’s decision, Vespucci
Maritime chief executive Lars Jensen said
that it was important to note that the ruling
only related to tariffs using the IEEPA rules.
Therefore, some of the sectoral tariffs such

as those on steel, aluminium and auto parts
were exempt, he noted on LinkedIn.

“Whether an unfavourable ruling from the

Supreme Court would lead to US importers being
able to claim a refund of tariffs paid is also an
open question, but they will most certainly try if
that is how it eventually plays out,” said Jensen.

What is certain, however, is that “US
importers will have to live with severe
uncertainty for a while yet”, he said.

Cosco Shipping Energy warns of volatile
tanker market as first-half profit slumps

COSCO Shipping Energy Transportation expects

tanker market volatility to persist in the
second half of 2025, citing “geopolitical
tensions and shifting global oil flows”.

This statement came as the Chinese owner
reported a sharp fall in profits for the first
six months of 2025, despite a second-quarter
rebound on improved market conditions.

Crude tanker rates fluctuated sharply during
the first half, pressured by the US-led tariff
war, tougher Western sanctions on Iran

and Russia, and the Israel-Iran conflict.

In its latest financial report, the Shanghai- and
Hong Kong-listed company said uncertainty
would remain high in the second half.

CSET argued that the easing of Opec+
voluntary cuts was expected to lift Middle
East crude exports and support very large
crude carrier demand. Meanwhile, supply
growth from non-OPEC+ countries would
be concentrated in South America, though
long-haul trade flows will depend on crude
arbitrage and China’s import demand.

“Geopolitical risks persist, with Middle East
tensions and changes in US and European
sanctions on Iran and Russia likely to cause
temporary trade disruptions,” CSET noted.

The company expects VLCCs to outperform
smaller vessels due to limited new
deliveries. Only five VLCCs are scheduled
for delivery in the second half, compared
with about 18 suezmaxes, 30 aframaxes/
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long-range two and 67 MR2 tankers.

“New deliveries will weigh on smaller
segments, while in the short term,
freight rates will be driven mainly by
geopolitics and OPEC+ policy,” it said.

CSET posted total revenue of Yuan11.6bn ($1.6bn)
in the six months, down 2.6% year on year.
Net profit fell more than 30% to Yuan1.8bn.

Revenue from international tanker shipping
dropped 5.7% to Yuan7.3bn, although gross
profit rose more than 40% in April-June
compared with the previous quarter.

As of end of June, the company owned and
controlled 157 oil tankers totalling 23.4m
dwt, with another 18 tankers of 3m dwt under
construction. It has also invested in 83 LNG
carriers, of which 52 are in operation.

For LNG, CSET sees limited upside in spot rates
in the second half due to 62 new deliveries, while
the time charter market remains more stable.

With final investment decisions for
upstream LNG projects accelerating in the
US and Canada, growing trade volumes are
expected to support shipping demand.

“Given high newbuilding prices and
financing costs, term charter rates are

likely to remain relatively firm,” it said.

The LNG segment contributed Yuan424m in net
profit in the first half, up 5.7% year on year.
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Yangzijiang secures new orders despite

headwinds

CHINA-BASED, Singapore-listed Yangzijiang
Shipbuilding has unveiled more fresh
order wins worth close to $1bn.

The announcement comes against the backdrop
of a slowing newbuilding market, with the
containership sector a notable exception.

In stock exchange filing last Friday, Yangzijang said
it had secured contracts since end of June to build 22
new vessels with an aggregate value of $920m. This
brings the company’s total year to date contracts

to 36 vessels with a combined value of $1.5bn.

The contracts are a welcomed addition to the
shipbuilder’s existing orderbook. But it remains a far
cry from 2024’s tally of 126 vessels worth $14.6bn.

The latest new orders include 18 containerships,
ranging from 1,100 teu to 4,300 teu. The

four remaining vessels consist of two 40,000

cu m liquified petroleum gas carriers along
with two 83,000 dwt bulk carriers.

These contracts will not affect Yangzijiang’s
2025 bottom line as deliveries are
scheduled between 2027 and 2029.

The Chinese builder did not disclose the

buyers of the newbuildings. But Lloyd’s

List in July reported that South Korea’s CK
Line had purchased two 1,100 teu newbuildings
from Yangzijiang for delivery in 2027 with
options to buy another two vessels.

Meanwhile, the owner of the two 4,300 teu vessels
is the Greek feeder containership owner Euroseas,
which announced the order on August 25.

Each vessel was priced at about $59.3m, with
delivery scheduled for March and May 2028.

Friday’s announcement lifted sentiment on the
SGX on Monday as Yangzijiang’s stock price
rose by 6.5% on Monday to S$3.10 ($2.40).

Yangzijiang’s Hongyuan expansion project is also
currently underway, with the new Yuan3bn ($420m)
shipyard facility targeted for completion at the end
of 2026, with first vessel deliveries slated for 2027.

Last week’s news comes amid global
macroeconomic and geopolitical uncertainty that
continues to weigh on newbuilding demand.

The week in newbuildings: China wins 90% of

orders in August

CHINA has recovered its dominant position
in winning newbuilding contracts after
losing market share in the second quarter,
following threats of port levies by the US
Trade Representative on China-built ships.

According to data tracked by Lloyd’s List, China
won 90% of all new oceangoing merchant vessels
in August comprising a total of 94 ships.

Ordering activity was dominated by the
containerships sector with 54 such vessels
being contracted at Chinese shipyards.

This was followed by 26 bulk carriers with
the remainder being provided by the general

cargoship, gas and tanker sectors.

The remaining 11 vessels contracted in August
were signed with South Korean shipbuilders
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and comprised one liquified natural gas bunker
tanker, four containerships and six LNG tankers.

Recently confirmed orders included

two self-unloading bulk carriers, which

were placed by Denmark’s Mibau Stema

Group, a joint venture between German
shipowner Hartmann and Canada’s CSL Group.

The 45,000 dwt pair were ordered from
China’s Chengxi Shipyard for delivery in
the third and fourth quarters of 2028.

Chinese shipyards appear set to be the
beneficiaries of yet more containership orders,
following a surge in boxship contracting

since the second quarter of this year.

According to shipbrokers, Singapore-
headquartered Eastern Pacific Shipping is
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expected to sign orders for up to 12 6,500 teu
boxships at two Chinese shipyards for delivery
in 2028 and 2029. The planned newbuildings
are understood to be backed by long-term time
charters to a leading container line operator.

China is also expected to win another
boxship order in the pipeline, in this

case for French carrier CMA CGM.

The Marseille-headquartered company is reported
by brokers to be about to order a new series of LNG
dual-fuel containerships of 22,000 teu capacities,
with China’s Dalian Shipbuilding believed to be
the front runner to win the newbuilding contract.

Marinakis gas carrier and damaged MR tanker
heading for shipbreakers

A STEAM turbine liquified natural gas carrier
controlled by Greek shipowner Marinakis Group and a
medium range product tanker, which was presumed to
have been sabotaged off the Libyan coast in February,
have been sold for recycling in the past week.

According to vessel cash buyer Wirana
Shipping, the LNG tanker Trader II (IMO:
9238038) has been sold on an ‘as is’ basis
with handover at the port of Singapore.

The 138,000 cu m vessel, operated by Marinakis
Group subsidiary Capital Gas, achieved a scrap
price of $480 per Idt, netting the seller $13.5m.

The sale of the 23-year-old ship brings the total
number of large steam turbine-powered LNG
tankers sold for recycling to 14 in the past 12
months. This has followed a downturn in LNG
freight rates, which have pushed down earnings for
turbine gas carriers to below break even levels.

Meanwhile, the 2013-built medium range
tanker Grace Ferrum (IMO: 9667928) is said
to have been sold to Turkish ship recyclers
with no price being reported for the deal.

The 50,000 dwt vessel, operated by Dubai-
based Grace Energy Shipping, has been laid up
in Malta for several months after experiencing

two explosions beneath its engine room while
anchored off the port of Tripoli, Libya in
February. The vessel was thought to have been
sabotaged due to political disagreements in Libya
regarding oil exports and offshore operations.

Other ship recycling sales reported in the past
week included the 2006-built panamax bulk
carrier Bel Air (IMO: 9304071). The 77,000 dwt
vessel was sold on an ‘as is’ basis with handover
in Oman and is understood to have suffered
engine damage prior to its sale for recycling.

Also in the bulk carrier sector, AB Shipping of the
Netherlands has sold the 1982-built self-unloading
bulker Yeoman Bank (IMO: 7422881) to Turkish ship
recyclers. The 43,700 dwt ship had been engaged

in the export of aggregates from Scotland’s port

of Glensanda to European ports since the early 1990s.

While there have been several sales of large
cargo carrying ships of late, vessel cash

buyer GMS reports that tonnage supply to ship
recycling yards has slowed in recent weeks.

“Activity overall has slowed under the thick

fog of compliance and delivery hurdles ever
since the Hong Kong Convention entered into
force back in June, chipping away and reducing
prospective buyers to a trickle,” said GMS.

IN OTHER NEWS

HD Hyundai shipyard workers fear job
losses in planned December merger
LABOUR unions at HD Hyundai
Heavy Industries and HD Hyundai
Mipo are mounting joint opposition
to the companies’ planned merger in
December, citing concerns over job
security and lack of consultation.
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The unions issued a joint statement
condemning management for
failing to inform them about the
“sudden merger” and demanding
immediate disclosure of detailed
merger plans and employment
protection measures.

“We are firmly opposed to
any restructuring or unilateral
job reassignment resulting
from the merger process,”
the statement read.
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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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