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The BRS Group is a diversified global  
shipping services group offering a range  
of maritime activities which complement 
its core shipbroking business. In addition  
to Shipbroking and Yacht Brokerage, the 
Group’s activities include Marine Insurance,  
Freight Futures, Software Technology  
and Market Intelligence.
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The most significant element surely has to be the calming 
of the giant. China has been the lynchpin of the maritime 
world for over a decade and the steel industry (interwoven 
with the shipbuilding industry and industrial production 
in general) has fueled our industry to new heights. Not 
only bulkers, but tankers, offshore, chemicals, liners and 
sale and purchase transactions have been driven by our 
industries’ interpretation of the needs and expectations 
of China tomorrow. Let’s be honest, our industry read 
China wrong.

Starting with steel production (no, China will not continue 
to grow at 7-10% per year forever), which cascaded into 
iron ore and commodities, totally misread by the people 
most concerned who ramped up extraction in order to 
meet double digit growth expectations, prices plummeted. 
Read wrong again by the financial community who threw 
money at everyone who stood up to sell the continuing 
growth story, with bulkers contracted with “other people’s 
money” representing about 25% of all bulk orders in 2014. 
The liner companies surely had double digit Chinese export 
growth figures in mind when they ordered the mega 
container vessels.

Our industry wanted to believe the tonnage oversupply 
was not happening. Yard delays, yard closures, slow 
speeds, over-optimistic commodity suppliers with their 
emphasis on increasing market share, allowed the bulls 
to hold back the tidal wave until it broke through and 
submerged all sectors. It seems everyone was counting 
on China to take up the slack.

China reading is not easy for anyone; the implications 
of subtle changes in lending rates, in exchange policy, 
in protectionism, in barter political deals, not to mention 
environmental issues and energy policy or social unrest, 
are so unpredictable and have such vast implications  
it will keep the unexpected as a major factor in 
the maritime equation, for a long time.

Geopolitical elements intertwine and complicate decisions 
and these seem to be popping up with more frequency. 
The intra Arab tensions, the resurgent unrest in Ukraine, 

the American energy producers’ push to re-dominate 
the energy markets, the global warming awareness and 
the implications for energy conservation, conversion to 
less harmful alternatives and the consequences of what 
is already irreversible, will all be influences in the great 
underlying battle of supply and demand.

May we hope that our industry recognizes our oversupply 
(whether it be barrels of fuel, bunkers, iron ore, ships, 
yard capacity, coal etc.) and acts prudently in anticipating 
future demand. Let’s not be wrong again.

“Consolidation” is on everyone’s lips as a way to beat 
the oversupply (or at least to wait until it is absorbed). 
It will help to overcome a fragmented industry but the 
number of ships is still there even if you “consolidate”. 
Maybe inefficient ships, inefficient yards, traders, financial 
institutions, steel producers, iron ore miners, commodity 
suppliers, oil producers, owners, (yes, even inefficient 
brokers) need not only to consolidate but also, in the worst 
cases, to withdraw when they are not able to survive on 
their own merits.

There seems to be a golden opportunity coming to 
rationalize, not consolidate. We have a new constellation 
forming with environmental pressures, low commodity 
prices, lower energy costs and higher energy efficiencies, 
less government policy of growth at any price, a financial 
community concerned more about getting out not in, and 
a general awareness that the party is over in China as they 
switch away from external growth to internal. That should 
allow our industry to concentrate on transportation that 
needs to be done not transportation that might need to 
be done. Let’s not adopt consolidation as our goal but 
rather rationalization.

Tim JONES
President

A GOLDEN 
OPPORTUNITY
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2014 has been a 
complicated year for 
the maritime world. 
Hold on to your 
hats, 2015 risks to 
be even more so!
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Bird view of Hyundai Mipo Dockyard 
One of the best shipyards in the world 
Picture courtesy of HMD
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shipbuilding
RUNNING OUT  
OF STEAM 

after breaking with the inexorable decline 
in newbuilding prices, shipbuilding is again 
under pressure. 
 

This is nothing new in the history of this 
industry, rather an unfortunate confirmation 
that the boom years, fueled by the spectacular 
growth in China, or quick profits period are 
unlikely to be seen again soon.
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2,114 9381,691
number of ships ordered  

in 2014
number of ships ordered  

in 2013
number of ships ordered  

in 2012

The dynamic observed in 2013, which saw a tripling of 
orders compared to the previous year, was maintained 
until the spring of 2014 and allowed shipyards to reap 
a large volume of new contracts (fewer certainly, but 
still very close to that of 2013), to strengthen their 
sales prices, and to extend their orderbooks until well 
into 2017. 

However shipbuilders’ optimism was shaken from the 
summer onwards due to the persistent weakness in 
freight rates, as well as the sharp decline in second 
hand ships value, especially in the dry bulk sector, 
all factors which brought about a slowdown in the pace 
of ordering, and first a stabilization then a slight fall 
in sales prices by year end. 

HIGHLIGHTS OF 2014
Around 131m dwt (85m gt or around 1,691 ships) was 
ordered in 2014 versus 152m dwt (99m gt or around 
2,114 ships) in 2013. This figure remains substantially 
higher than in 2012 (50m dwt or around 938 ships), 
very close to the average volume of 140m dwt ordered 

during the 2003–2008 boom years, and considerably 
higher than the average of 70m dwt ordered during the 
post-boom years of 2009–2012.

As a result of the fall in demand during the post-boom 
years of 2009-2012, shipyard deliveries fell in 2014 
for the third consecutive year, to reach 88m dwt versus 
107m dwt in 2013. Note that they culminated at 151m 
dwt in 2012 and 160m dwt in 2011.

The world orderbook, which halved in size between mid 
2008 and mid 2013, then increased again from 2013 
onwards, rising to 305m dwt (203m gt or 4,178 ships) 
by the end of 2014 versus 262m dwt (177 gt or 
3,825 ships) the previous year. At the start of 2015 
the orderbook represented nearly 19% of the fleet in 
service, estimated at 1.64bn dwt, versus 17% in 2012 
and more than 53% in 2008.

China held a 47% share of the market at end 2014, 
firmly in the lead, with an orderbook at the end of 2014 
valued at 145m dwt (86.5m gt, or about 1,914 ships), 
against 119m dwt (73m gt, or about 1,656 ships) in 
late 2013.

m/v “La Guimorais” 
40,481 dwt “B.Delta37” 
logger type handysize 
bulkcarrier 
Delivered by Tianjin 
Xingang Shipbuilding 
Heavy Industry to 
Louis Dreyfus Armateurs 
in April 2014
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Iron ore prices - 62% Fe fines - 2014 crude oil prices - 2014

$/TON $ PER BARREL

160

140

120

100

80

60

40

20

0

120

100

80

60

40

20

0

J F M A M J J A S O N DJ F M A M J J A S O N D

Source: The Steel Index 
Variation: -47%, between the 01/01/2014 and the 31/12/2014

Source: PetroStrategies 
Brent: - 49% between January and December / WTI: - 45% 

 Brent   West Texas Intermediate WTI

South Korea remained in second place globally with 
a 28% market share and an orderbook of 85m dwt 
(62m gt, or 871 ships) against 73m dwt (57m gt,  
or 811 ships) a year earlier.

Japan maintained its third position in 2014 with a 17% 
market share and an orderbook rising to 53m dwt 
(35m gt, or 880 ships) from 49m dwt (31m gt,  
or 811 vessels) at end 2013.

European shipbuilders’ orderbook amounted to 5m dwt 
(7m gt) at end 2014 against 3.3m dwt (4.7m gt) at the 
end of 2013 and represented approximately 2% of the 
world market.

Shipyards of the rest of the world held a 6% share of 
the market in late 2014, with 17m dwt (11.5m gt) versus 
18m dwt (13m gt) a year earlier.

Prices continued in the same vein as in 2013, with a 
slight increase in the first half of 2014, before stabilizing 
in the summer, only to fall slightly at the end of the 
year, so that overall we can consider that average prices 
barely increased over the year. Despite the demand, 
and in contrast to the 2003-2008 boom, shipbuilders 
struggled to remain profitable and noted with bitterness 
that they had once again failed to increase sales prices 
despite them already being very close to historically low 
levels in late 2012/early 2013.

The fall in the prices of iron ore, oil and gas at the end 
of 2014 creates considerable uncertainty, but also 
opportunities for the development of the market.

henry hub natural Gas spot price  
(dollars per Million btu) - 2014
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baltic dry Index (bdI) since 2002
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THE ECONOMY, MARITIME TRADE AND  
FREIGHT RATES IN 2014
Global economic growth in 2014 (3.3%) was identical 
to this of the previous year however growth remained 
below the economic forecasts made at the start of 
the year (3.7%). 

Global trade increased less than in the previous year 
(3.1% growth against 3.4% in 2013), and this figure 
remains way below those of the post-boom years of 
2011 (6.1%) and 2010 (12.6%), while simultaneously  
the fleet in service grew from 1,588m dwt to  
1,643m dwt (+ 3.5%).

Gdp growth and forecasts according to the imf

2012 2013 2014 2015

World 3.4 3.3 3.3 3.5

US 2.3 2.2 2.4 3.6

Japan 1.5 1.6 0.1 0.6

Euro area -0.7 -0.5 0.8 1.2

China 7.7 7.8 7.4 6.8

India 4.7 5.0 5.8 6.3

Global Trade 2.9 3.4 3.1 3.8

IMF - Jan. 2015

The Baltic Dry Index (BDI) climbed in Q1 2014 (averaging 
1,371 points) then fell in both Q2 and Q3 (respectively 
982 and 950 points), before rising again in the Q4 
(1,120 points); the average of the index in 2014 was 
1,105 points against 1,206 points in 2013, a retreat from 
the post-boom years of 2011 with 1,548 points and 
2010 of 2,758 points. With the BDI at its lowest level 
in 30 years at the start of 2015, the outlook is hardly 
encouraging.

Freight rates in the tanker market remained very low. 
The Baltic Dirty Tanker Index and Baltic Clean Tanker 

m/v “CSL St-Laurent” 
36,364 dwt bulker laker 
Delivered by Yangfan 
Group Co., Ltd. to CSL  
in November 2014 
Transiting Panama Canal

Index averaged respectively 776 and 601 points in 2014 
versus 642 and 605 points in 2013. However, multiple 
factors helped boost activity, including the fall in the oil 
price since the summer of 2014, and the decision of the 
Chinese authorities to increase strategic oil reserves from 
30 days to 180 days, a significant factor for a country 
with an annual consumption of some 500m - 600m tons.

In the containership segment, rates also remained very 
low, certainly above operational costs but firmly below 
break-even levels, even if operators’ margins improved 
during the year thanks to lower bunker prices. The 
percentage of laid-up containerships had reached nearly 
11% in 2009, but was just 1.3% at the end of 2014 
(Source: Alphaliner). 
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 Pacific Basin Shipping Ltd. (HK)  Golden Ocean (Oslo) 
 Safe Bulkers (NYSE)  DryShip (NASDAQ) 
 Eagle Bulk Ship (NASDAQ)

 Frontline (OSLO)  
 Frontline Ltd (NYSE)  
 Nordic American Tankers (NYSE)

STOCk-LISTED COMPANIES
Stock markets decided that the shipping industry had got 
carried away in 2013 and that the forecasted favorable 
developments were unlikely to materialize, leading to a 
difficult future; thus, many shipowners and shipbuilders 
saw the value of their shares depreciate substantially  
in 2014, in sharp contrast to the previous year:

selection of stock-listed companies - share price evolution 2013/2014

dry bulk owners stock value Tanker owners
(BASE 100 = 31/12/2012) (BASE 100 = 31/12/2012)

 Pacific Basin Shipping Ltd. (HK)  Golden Ocean (Oslo) 
 Safe Bulkers (NYSE)  DryShip (NASDAQ) 
 Eagle Bulk Ship (NASDAQ)

 Frontline (OSLO)  
 Frontline Ltd (NYSE)  
 Nordic American Tankers (NYSE)
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 AP Moeller (Copenhagen)  NYK (Japan)  
 China Cosco Holdings (HK)  Navios Maritime Partners (NYSE)
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35

 HHI (Korea)  HMD (Korea)  DSME (Korea) 
 Samsung HI (Korea)  Hanjin Heavy Industries & Construction Ltd (Korea)

*

*  Eagle Bulk Ship entered Chapter 11 protection and designed a bankrupcy-exit plan  
approved by the U.S Bankruptcy Court in September 2014
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ORDERS AND ORDERBOOkS FOR STANDARD VESSELS IN 2014

new orders for standard vessels per year
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Having quadrupled between 2012 and 2013, orders 
for standard vessels (bulk carriers, tankers and 
containerships) fell slightly by 8% in 2014 to 118m dwt, 
versus 143m dwt in 2013. The orders were divided 
into 74m dwt of bulk carriers (84m dwt in 2013), 
32m dwt of tankers (36m dwt in 2013) and 12m dwt of 
containerships (23m dwt in 2013).

The bulk carrier orderbook grew from 140m dwt at the 
end of 2013 to 166m dwt a year later. At the start of 
2015, the fleet under construction represented 21.9% of 
the existing fleet (756m dwt) versus 20% at the end of 
the previous year. Chinese shipbuilders held a 63% share 
(an increase) of the orderbook, ahead of Japan with 25% 
(stable) and South Korea with 9% (also stable). The year 
was again marked by numerous orders for Capesizes 
(205 ships, to add to the 200 in 2013).

The tanker orderbook increased from 59m dwt at the 
end of 2013 to 74m dwt end 2014; in the same period, 
the proportion of the fleet under construction increased 
from 12% to 14.1% of the existing fleet, estimated at 
525m dwt at the close of 2014. At the start of 2015, 
South Korean builders held 52% (an increase) of the 
orderbook, China 29% (a decrease) and Japan 7% 
(an increase). 2014 was marked by a significant number 
of Suezmax orders (48, against 5 in 2013) and numerous 
VLCC orders (41 in 2014).

The containership orderbook fell from 43m dwt end 
2013 to 38m dwt at the close of 2014. The fleet under 
construction represented approximately 16.5% of the 
existing fleet, estimated at 229m dwt. This market is 
still dominated by south Korea with a 41% market share 
(a decrease), Chinese shipyards with 35% (an increase) 
and the Japanese with 9% (an increase).

New orders by year

MILLION DWT

2006 2007 2008 2009 2010 2011 2012 2013 2014
2014  

in N° Ships
Tankers 74.2 47.4 55.9 11.5 32.1 8.4 13.9 35.7 32.0 376

Bulkers 42.7 165.6 88.2 20.4 71.7 42.8 25.5 84.1 74.2 795

Containerships 20.8 43.4 13.4 0.1 8.7 20.8 3.9 22.9 12.4 159
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% DWT OF FLEET ON ORDER

historical evolution of ratio fleet on order / existing fleet (in dwt terms)
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m/t “Stena Impression” 
49,776 dwt IMO II parcel 

chemical tanker 
Delivered by Guangzhou 

Shipyard International 
to Stena 

Operated by Stena-Weco 
for Sinarmas’ vegetable 

oil trade
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ORDERS FOR SPECIALISED VESSELS

specialised vessels new orders per year

(NO. SHIPS)

CHEMICAL CARRIERS 
STAINLESS STEEL

LPG CARRIERS LNG CARRIERS FERRIES & RO-PAx RO-RO CAR CARRIERS CRUISE VESSELS 

In this sector with its vast diversity almost all categories 
have been the subject of numerous orders: first, stainless 
steel chemical tankers and the return of the traditional 
Japanese shipbuilders (about ten shipyards) to the 
international scene. Builders had drifted away from the 
market due to low prices, but were able to reestablish 
themselves with the depreciation of the yen. China has 

also benefited from the impact of speculative ordering: 
the gas sector, and particularly the LNG segment, made 
the most from this ‘bright spell’ (69 orders against 35 in 
2013), as did the cruise liner sector (18 orders in 2014 
against 10 in 2013), while the ferry market remained 
stable (20 orders versus 18 in 2013).

2009 2010 2011 2012 2013 2014

Chemical carriers stainless steel (dwt) 51,750 98,687 204,190 341,800  1,185,315  2,603,082 

LPG carriers (cbm) 49,000 946,603 768,665 1,955,379  5,277,322  5,353,246 

LNG carriers (cbm) 147,200 1,947,000 7,563,344 5,598,822  5,506,122  10,824,200 

Ferries & Ro-pax (gt) 64,603 370,664 13,660 93,636  183,116  248,777 

Ro-ro (dwt) 231,835 41,400 64,966 303,560  89,270  29,551 

Car carriers (cars) 0 123,683 44,700 557,832  273,452  155,830 

Cruise vessels (gt) 130,000 1,057,400 1,052,044 739,712  874,992  2,093,328 

In the first part of the year, 
the prices of re-sale bulk carriers 
were close to newbuilding prices 
but such resale and second hand 

prices went down afterwards.

Newbuilding prices  
had reached historical  

lows at Q1 of 2013.

 2012  2013  2014
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NEWBUILDING PRICES IN 2014
Newbuilding prices reached their lowest level in 11 years 
in Q1 2013. At this time, Chinese shipyards were quoting 
the following for these types of bulk carrier:

Newbuilding prices – Q1 2013 – Chinese shipbuilders 

Newcastlemax (208,000 dwt) $46-47m 

Dunkirkmax (180,000 dwt) $43-44m 

Kamsarmax (82,000 dwt) $26-27m 

Ultramax (64,000 dwt) $24-25m 

Handy (35,000 dwt) $20-21m

Prices subsequently rebounded in Q2 2013, and the 
growth accelerated through Q4 2013 when the last slots 
for 2016 delivery began to disappear from the top-tier 
shipyards; this momentum continued into Q2 2014, when 
prices at the Chinese shipyards then reached:

Newbuilding prices – Q2 2014 – Chinese shipbuilders 

Newcastlemax (208,000 dwt) $58-61m (55-60m end 2013)

Dunkirkmax (180,000 dwt) $55-57m (50-55m end 2013)

Kamsarmax (81,000 dwt) $30-31m (28-30m end 2013)

Ultramax (64,000 dwt) $27.5-28.5m (27-28m end 2013)

Handy (37,000 dwt) $24-25m (23.5-24.5m end 2013)

 

Variation in Newbuilding Prices 

The newbuilding market faced very strong competition 
from the second hand market during 2014. The number 
of transactions in the latter market were significant 
(around 1,650 ships in 2014 against 1,800 in 2013) 
and similar in number to the newbuilding market. 
Assessments by the Baltic Exchange Sale and Purchase 
Panel highlighted the significant variations during the 
year, but also the widening gap between newbuilding and 
second hand prices, plus the contrast between the price 
evolution for bulk carriers versus oil tankers.

In the first part of the year, the prices of re-sale bulk 
carriers (still under construction at the yards) were 
close to newbuilding prices. Elsewhere, prices for a 
five year old Capesize bulk carrier, which had reached 
their peak in December 2013 ($40m on 16/12/2013), 
continued their rally until April 2014 ($51.5m, or a 29% 
increase), before finally collapsing in the spring along 
with prices for all the other dry bulk sizes. Thus the 
price for these Capesizes fell by year end to $35.5m, 
equivalent to a 31% decline high-to-low, or about 11% 
over the year.

Conversely, prices for large tankers (VLCC, Suezmax, 
Aframax / LR2, LR1), which started 2014 at very low 
levels, strengthened during the year to reach their 
peak at the end of the year. One must also note that for 
several years now, the orderbook as a proportion of the 
existing fleet has been significant lower for tankers than 
the other two major segments: 14.1% for tankers, 22% for 
bulk carriers and 16.6% for containerships.

(MILLION $) 

Tankers 1993
 Low Q4  

2002
Peak Q2  

2008
End 2013 

China
End 2013 

South korea
End 2014 

China
End 2014 

South korea

VLCC  100  64 140/155 85/90 95/100 90/95 95/100

Suezmax  63  44 90/100 57/60 62/65 58/63 65/70

Aframax  45 (A)  34 (A) 70/75 (A) 48/50 (LR2) 53/55 (LR2) 50/52 (LR2) 55/58 (LR2)

MR Product  32.5  27 48/51 35 37 34/36 36/37

(MILLION $) 

Bulkers
Capesize (205k dwt)  N/A  N/A N/A 55/60 60/62 55/60 62/65

Capesize (180k dwt)  48  36 90/101 50/55 55/58 50/55 55/58

Panamax (P) / kansarmax (k)  29 (P)  21.5 (P) 53/60 (K) 28/30 (K) 32/33 (K) 28/30 (K) 33/34 (K)

Handymax (H) / Supramax (S) / Ultramax (U)  25 (H)  20 (S) 47/50 (S) 27/28 (U) 30/32 (U) 26.5/27.5 (U) 31/32 (U)

m/v “CWB Marquis” 
39,400 dwt Great Lakes 

gearless bulkcarrier 
Delivered by Nantong 

Mingde Heavy Industry 
to Canadian Wheat Board 
(CWB) in November 2014
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2013

 J F M A M J J A S O N D 
2014

 100 Yen   1,000 Won    1 Euro   10 Yuan 

1.35

1.25

1.15

1.05

0.95

0.85

0.75

0.65

0.55

RATES IN EARLY 2014

1$ =

118.75 Yen

1,102 Won

0.80 Euro

6.11 Yuan

RATES IN END 2014

EVOLUTION 2014

5 years old 1 Jan 2014 High Low 31 Dec 2014
Variation 
high/low

Variation  
Jan-Dec

VLCC 57 74 08/08/2014 57 13/01/2014 73 +23% +22%

AFRAMAX 28.5 40 22/12/2014 28,5 13/01/2014 40 +29% +29%

MR TANKER 28 28 10/02/2014 25 10/11/2014 25.75 -11% -8%

CAPESIZE  40 51.5 05/05/2014 35.5 22/12/2014 35.5 -31% -11.25%

PANAMAX 23.5 27 07/04/2014 20 22/12/2014 20 -26% -15%

SUPRA 23.5 26.5 28/04/2014 20 22/12/2014 20 -24.5% -15%

ORDER CANCELLATIONS

Order cancellations continued in 2014 but reduced and 
were restricted to 13m dwt.

The uncertainty about the exact number of cancellations 
persists. We estimate, however, about 177 contracts 
were cancelled in 2014 against some 417 ships in 2013 
(750 at the peak of 2010). Most of the cancellations 
in 2014 concerned the dry bulk segment with some 
79 units removed versus around 44 tankers and 
27 containerships. Cancellations were more numerous  
in China (111 units) than in South Korea (26 units) or 
Japan (six units).

Since 2008, close to 180m dwt of tonnage has been 
cancelled:
• 19 million in 2008
• 37 million in 2009 

• 39 million in 2010 
• 23 million in 2011 
• 17 million in 2012 
• 32 million in 2013
• 13 million in 2014

DELIVERIES AND WORLDWIDE SHIPBUILDING 
CAPACITY
Deliveries increased annually in the eight years following 
2003 - often substantially with, for example, an 
approximate 30% increase between 2009 and 2010, and 
a peak of 160m dwt in 2011; they have been in rapid 
decline since, from 151m dwt in 2012, to 107m dwt in 
2013 (-29%), and finally 88m dwt in 2014 (-18%).

In 2014 they were split into 48m dwt of bulk carriers 
(62m dwt in 2013), 17m dwt of tankers (23m dwt in 2013) 
and 17.5m dwt of containerships (17m dwt in 2013).

selected currencies - evolution of exchange rates versus $
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DELIVERIES FORECAST 
NOT COUNTING 

CANCELLATIONS,
DELAYS AND NEW ORDERS
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In China, annual production which increased sevenfold 
between 2006 and 2011 rising from 10m dwt to 67m dwt, 
fell again to 43m dwt in 2013 and to 36m dwt in 2014. 
In Japan, production increased between 2006 and 2010 
from 29m dwt to 33m dwt; it returned to around 25m dwt 
in 2013 and 22m dwt in 2014.

In South Korea, annual production doubled between 
2006 and 2011 rising from 25m dwt to 53m dwt, but 
also declined again to around 33m dwt in 2013, and 
subsequently to 24m dwt in 2014.

SHip dELiVERiES iN KOREA, JApAN & CHiNA (2007 - 2014)

DELIVERIES MILLION DWT 2007 2008 2009 2010 2011 2012 2013 2014

SOUTH kOREA 30 36 58 47 53 49 33 24

JAPAN 28 30 30 33 31 29 25 23

CHINA 12 30 58 62 67 64 43 36

m/v “Cielo di Monaco” 
38,670 dwt B.Delta37 
open hatch handysize 

bulkcarrier 
Delivered by Yangfan 

Group Co., Ltd. to d’Amico 
Dry Limited in July 2014

deliveries - historical figures & forecast (2008-2017)

MILLION DWT
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SHIPBUILDING IN CHINA
China strengthened its position as the world’s leading 
shipbuilder in 2014 with an orderbook of 145m dwt 
(87m gt) at year end versus 119m dwt (73m gt) at 
the end of 2013. At its height at the end of 2009, the 
country’s orderbook reached 208m dwt (120m gt). 
China’s market share by deadweight was stable in 2014 
at 47%, or close to half the global shipbuilding capacity.

Deliveries fell for the third year running to 36m dwt 
in 2014, against 43m dwt in 2013. Bulk carriers remain 
the backbone of Chinese production (23.5m dwt, a 
decline), followed by tankers (6m dwt, a decline) and 
finally containerships (6m dwt, an increase).

With around 62m dwt of new orders in 2014 versus 
71m dwt in 2013, China’s shipbuilders won themselves 
nearly 47% (stable) of all contracts signed during the 
year. These orders were again dominated by bulk carriers 
(48m dwt, a decline), tankers (6.3m dwt, a decline) and 
containerships (5m dwt, stable).

Most newsworthy events of the year:
n The establishment by the authorities of a ‘white 
list’ of Chinese shipyards, which are likely to be 
recommended to prospective clients and will also receive 
the backing of the Chinese authorities and the support 
of China’s banks for ship loans and refund guarantees. 
This list was drawn up in two stages with a first draft 
on September 3 consisting of 51 yards, and a second one 
on December 10 with nine additional yards.

This list seems to raise more questions than it answers 
however for potential shipowning clients, and many are 
wondering how to interpret it. Nevertheless, the list 
is clearly not homogeneous and does not constitute a 
performance guarantee. Several of the yards in that “white 
list” have experienced setbacks and financial difficulties. 
For example, Nantong Mingde HI filed for bankruptcy 
in December 2014, less than four months after its 
appearance on the whitelist. It looks to us that the list is 
based more on the scale of resources and the capacities of 
the yards in terms of docks, lifting abilities and employees, 

chinese shipyards whitelist

Independent yards in Liaoning Province:
1 Dalian Shipyard, Dalian

Independent yards in Jiangsu Province:
2 New Yangzijiang Shipbuilding, Wuxi
3  New Times Shipbuilding, Taizhou 

(Jingjiang)
4  Rongsheng Heavy Industries, Nantong 

(Rugao)
5  Yangzhou Dayang Shipbuilding, Yangzhou
6  Taizhou Kouan Shipbuilding, Taizhou
7  Jiangsu Hantong Shipbuilding Heavy 

Industry, Nantong
8  Zhenjiang Shipyard (Group), Zhenjiang
9  Nantong Mingde Heavy Industry, Nantong
10  Nantong Pacific Marine Engineering, 

Nantong (Qidong)
11  Sainty Shipbuilding, Yangzhou
12  Jiangsu Eastern Marine Equipment, 

Taizhou (Jingjiang)
13  Taizhou Sanfu Shipbuilding and 

Engineering, Taizhou
14  AVIC Dingheng Shipbuilding Co, Yangzhou

Independent yards in Zhejiang Province:
15  Jinhai Heavy Industry, Zhoushan 

(Daishan)
16 Ouhua Shipbuilding, Zhoushan
17 Yangfan Group, Zhoushan
18  Zhejiang Zhenghe Shipbuilding, Zhoushan
19  Zhoushan Changhong International 

Shipbuilding, Zhoushan
20 Zengzhou Shipbuilding, Zhoushan
21 Zhejiang Shipbuilding, Ningbo

Independent yards in Fujian Province:
22 Fujian Mawei Shipbuilding, Fuzhou
23 Xiamen Shipbuilding Industry, Xiamen

Independent yards in Jiangxi Province:
24  Jiangxi Jiangzhou Union Shipbuilding, 

Jiujiang
25  Tongfang Jiangxin Shipbuilding, Jiujiang

Independent yards in Shandong Province:
26  Yantai CIMC Raffles Offshore Ltd, Yantai 

(Zhifu)
27  Penglai Zhongbai Jinglu Shipbuilding, 

Yantai (Penglai)
28  Huanghai Shipbuilding, Weihai 

(Rongcheng)
29 Qingdao Shipyard, Qingdao (Jimo)

CSSC group yards:
30  CSSC Huangpu Wenchong Shipbuilding, 

Guangzhou
31  CSSC Guangzhou Shipyard International, 

Guangzhou
32  CSSC Jiangnan Shipyard (Group), Shanghai
33  CSSC Hudong-Zhonghua Shipbuilding 

(Group), Shanghai
34  CSSC Shanghai Shipyard, Shanghai
35  CSSC Shanghai Waigaoqiao Shipbuilding, 

Shanghai
36  CSSC Shanghai Jiangnan Changxing 

Shipbuilding, Shanghai  
(production line 1)

37  CSSC Shanghai Jiangnan Changxing 
Heavy Industry, Shanghai  
(production line 2)

38  CSSC Guijiang Shipbuilding,Wuzhou City, 
Guangxi

39  CSSC Guangzhou Wenchong Shipyard, 
Guangzhou

CSIC group yards (5):
40  CSIC Bohai Shipbuilding Heavy Industry, 

Huludao, Liaoning

41  CSIC Dalian Shipbuilding Industry Corp, 
Dalian, Liaoning

42  CSIC Qingdao Beihai Shipbuilding Heavy 
Industry, Qingdao, Shandong

43  CSIC Shanhaiguan Shipbuilding Heavy 
Industry, Qinhuangdao, Hebei

44  CSIC Wuchang Shipbuilding Industry 
Group, Wuhan, Hubei

Cosco group yards (4):
45  Nantong Cosco KHI Ship Engineering, 

Nantong, Jiangsu
46  Dalian Cosco KHI Ship Engineering, 

Dalian, Liaoning
47  Cosco Shipyard , Guangdong, Dongguan, 

Guangdong
48  COSCO Dalian Shipyard, Dalian, Liaoning

China Shipping group yard (1):
49  CSG China Shipping Industry (Jiangsu), 

Yangzhou, Jiangsu Sinotrans 

CSC group yards (2):
50 CSC Jinling Shipyard, Nanjing, Jiangsu
51 CSC Qingshan Shipyard, Wuhan, Hubei

Additions to Whitelist  
dated 10 December 2014:
1  Hongqiang (Jiangsu Province)
2  Taizhou Maple Leaf Shipbuilding  

(Zhejiang Province)
3  Yuexin Ocean Engineering  

(Guangdong Province)
4 Chengxi (CSSC)
5 Xijiang Shipbuilding Co.Ltd (CSSC)
6 Chuandong (CSIC)
7 Xingang (CSIC)
8 COSCO Zhoushan (COSCO Group)
9 Avic Weihai (AVIC)
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m/t « Cielo di Gaeta » 
39,990 dwt IMO II/III 

product/chemical tanker 
Delivered by Hyundai 

Mipo Dockyard to 
d’Amico Tankers in 

January 2014 
On time-charter  

to Total for 5 years

rather than performance. Moreover, several other quality 
yards, supported by their banks, do not feature on the list 
often simply because they do meet all the criteria, such 
as having a design team of sufficient size, a factor which 
penalizes small and medium-sized shipyards.

n The purchase by DSIC, a subsidiary of the CSIC group, 
of Dalian Daeyang, a subsidiary of South Korea’s Daeyang 
Shipping, a foreign-owned shipyard based in China which 
went bankrupt. This site should be used to build LNG 
carriers and military ships. STX Dalian might also be 
taken over by DSIC.

n The bankruptcy of Samjin shipyard, another foreign-
owned shipyard based in China.

n After nine years of continuous appreciation of the yuan 
against the dollar (from 8.28 in 2005 to a 6.05 bottom 
in 2013), 2014 marked of trend ending the year at 
6.11 yuan/$. This should help Chinese yards, which have 
been losing some of their competitive edge in the bulker 
newbuildingmarket to the Japanese builders and in the 
tanker and containership newbuilding market to the 
South Korean builders.

n Continued restructuring and consolidation among the 
three major state groups:

CSSC
•  The takeover of production line 1 Jiangnan Changxin by 

Hudong-Zhonghua (HZ).
•  The takeover of Shanghai Shipyard (SSY) by HZ.
•  The takeover of production line 2 Jiangnan Changxin by 

SWS.
•  The consolidation around GSI of GLS, GWS, Huangpu.
•  The rise in strength of CSSC Leasing, founded in 2012, 

which has become the driving force of CSSC with over 
50 acquisitions, mainly newbuildings.

•  The takeover of Kejin (a local yard in Jiangsu province) 
by GSI.

CSC
•  The takeover of Jiang Dong by Jinling.

CSIC
•  The expansion of Chuandong into a new shipbuilding 

site Fengshun at Qidong.
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SHIPBUILDING IN SOUTH kOREA
South Korea maintained its second place in the global 
shipbuilding industry with an orderbook rising to 
85m dwt (62m gt) at the end of 2014 against 73m dwt  
(57m gt) at the end of 2013. This orderbook reached a 
peak of 170m dwt (113m gt) at the end of 2009. South 
Korea’s market share in deadweight saw a small decline 
to around 28% (30% in 2013).

Deliveries also shrank to 24m dwt versus 33m dwt a 
year earlier. 

With around 36m dwt in new orders in 2014 versus 
46m dwt in 2013, South Korea’s shipbuilders secured 
28% of all contracts during the year. These orders 
comprised mainly tankers (18.1m dwt, a decline), 
containerships (4.6m dwt, a decline), bulk carriers 

(6.2m dwt, also a decline) and LNG carriers (a rise 
at 4.4m dwt, compared to 2.2m dwt in 2013).

Notable events of the year:
n The shipyards in South Korea are facing not only a 
slowdown in global economic growth plus increased 
competition from Chinese groups, but also newfound 
Japanese competition as a result of the high cost of the 
won against the yen. Hyundai Heavy Industries (HHI) and 
Hyundai Mipo Dockyard (HMD) both announced quarterly 
losses during 2014 which led the two companies to 
merge their business operations and to rationalize. 

n The continuation of very large containership orders 
at the three largest South Korean shipyards Hyundai HI, 
Daewoo SME and Samsung HI.

Very large containership orders in 2014 at the top ten shipyards:

Shipyard Total TEU Ships Average TEU 

SAMSUNG  185,570  11  16,870 

HYUNDAI SAMHO  118,287  9  13,143 

JIANGNAN CHANGxING  117,345  10  11,735 

DAEWOO  115,344  6  19,224 

JMU kURE  111,136  8  13,892 

IMABARI HIROSHIMA  69,350  5  13,870 

JIANGSU YANGzI xINFU  60,060  6  10,010 

CSI JIANGSU  56,400  6  9,400 

HANJIN HHIC PHIL  44,000  4  11,000 

HYUNDAI ULSAN  18,691  4  18,691 
 

n The multiplication of gas carrier orders, and in particular LNG carrier orders, at the three largest South Korean 
shipbuilders Hyundai HI, Daewoo SME and Samsung HI. 

Top 10 builders of gas ships:

Orders placed in 2014 LNG LPG Total

DAEWOO 36 12 48

HYUNDAI ULSAN  5 21 26

HYUNDAI MIPO 20 20

NANTONG SINOPACIFIC 13 13

SAMSUNG  7  6 13

JIANGNAN SY  7 7

kAWASAkI SAkAIDE  4  2 6

kYOkUYO CHOFU  5 5

MITSUBISHI NAGASAkI  1  4 5

HUDONG-zHONGHUA  4 4

South Korean shipyards are suffering  
from the global economic slowdown but also 

from increased competition of Chinese groups &  
Japanese yards surfing the wave of a more 

competitive Yen against the Won.
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SHIPBUILDING IN JAPAN
Japan upheld its position as the third largest global 
shipbuilder in 2014 with an orderbook of 53m dwt 
(35m gt), an 8% increase on the 49m dwt (31m gt) 
recorded at the end of 2013. The country’s orderbook 
reached a peak of 94m dwt (56m gt) at the end of 2009. 
As a result, Japan’s market share by deadweight rose 
slightly to 17% (15% in 2013).

Deliveries reached 23m dwt. Bulkers made up the 
largest share (19m dwt) followed by tankers (2m dwt), 
containerships (0.2m dwt) and LNG carriers (0.2m dwt,  
or three ships).

Orders rose in 2014 to 27m dwt versus 24m dwt in 
2013. Japanese shipbuilders thus won 20% of all orders 
in the year. These orders were mainly made up of bulkers 
(nearly 19m dwt, an increase), tankers (4m dwt, an 
increase) and containerships (2m dwt, an increase).

Most newsworthy events of the year:
n The continued depreciation of the yen against the 
dollar, which greatly improved the competitiveness of 
Japanese shipbuilders and revived export orders. The 
yen rose from 78 yen/$ on 12 September 2012 versus 
119 yen/$ 18 December 2014. The average yen/$ rate 
was approximately 106 in 2014 against 97 in 2013 and  
79 in 2012.

n Continued consolidation in the industry: Imabari 
bought Tsuneishi’s Tadotsu site, which had been closed 
by Tsuneishi in 2014 due to a lack of interested buyers; 
the merger between Universal Shipbuilding and IHI 
Marine to create JMU (Japan Marine United), one of 
the largest shipbuilders in the world, and a transaction 
which is now bearing fruit with the company reporting 
significant profits. JFE, Universal’s parent company, and 
IHI each hold 45.9% of JMU; and finally the takeover of 
Sasebo by Namura.

n The losses accumulated by Mitsubishi HI on the 
construction of two 125,000 gt cruiseships for Aida 
Cruises (Carnival Group), which are now approaching 
$900m, or half the value of the initial contract. The 
aggressive pricing of the contract has proved disastrous 
and could jeopardize the group’s strategy of developing 
cruiseship construction and even precipitate the 
separation of shipbuilding activities from the MHI group.

n The order by Chinese shipowner Great Horse for four 
25,000 dwt chemical tankers, two at Fukuoka and two 
at Kitanihon.

n Japanese shipbuilders have also been active abroad 
and invested particularly in Brazilian shipyards. 
Mitsubishi HI, together with five other shipbuilders, 
bought 30% of Ecovix. Kawasaki Heavy Industries took 
30% of Estaleiro Enseada Do Paraguacu, while IHI took 
25% of Estaleiro Atlantico Sul.

n The order for the first ever 20,000 teu containerships 
at Imabari by Shoe Kisen at the start of 2015.

m/v “Eredine” 
39,855 dwt box and 

logger “B.Delta37” 
handysize bulkcarrier 
Delivered by Chengxi 

Shipyard to The China 
Navigation Co. Pte. Ltd 

in May 2014.

Here operated by Swire Bulk 
with a full cargo of logs out  

of New Zealand.
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SHIPBUILDING IN EUROPE
European shipbuilders’ orderbook grew from 3.4m dwt 
(4.7m gt) at the end of 2013 to 5m dwt at the end 
of 2014 (7m gt). This portfolio peaked at 15.1m dwt 
(16.2m gt) at the end of 2009. The European zone today 
represents 2% of the global shipbuilding orderbook 
by deadweight.

This orderbook splits into 4.2m gt for the western 
European shipbuilders (nine countries with orders) 
and 2.7m gt for the eastern European shipbuilders 
(five countries with orders). 

Deliveries shrank again in 2014, moving from 1.2m dwt 
(1.6m gt) in 2013 to 0.65m dwt (1.3m gt) last year. 

New orders reached 2.3m dwt (3.6m gt) in 2014,  
versus 2.3m dwt (2.3m gt) in 2013. 

Newsworthy events of European shipbuilding:
n The acquisition of up to 70% of the capital of the STX 
Turku yard by Meyer Werft and the Finnish government, 
including the order for two cruiseships by tour group TUI 
worth €1bn. Last year, STX Rauma was also sold to the 
municipality for real estate projects, while the yard in 
Helsinki was taken over by Russia United Shipbuilding.  
It is also possible that the STX share in STX France will 
be sold off. Several names have been circulated like 
Fincantieri or DSME.

n Damen continued its growth and further extended its 
global presence with the opening of a new shipyard in 
Vietnam. This new yard Damen Song Cam should build 
around 40 ships per year, rising to 80 ships a year in its 
second phase. 

n The Russian naval group Nordic Yards, owner of 
Germany’s shipyards in Wismar and Rostock, was 
selected to oversee the rescue of the German shipbuilder 
at Stralsund, currently in court liquidation. Nordic 
Yards intends to retain all 250 employees of Stralsund. 
Even better, it plans to increase staffing in 2016 with 
the relocation to Stralsund of its electrical substation 
construction activities for German wind farms. Apart 
from the Wolgast shipyard, which was taken over by 
the Bremen-based Lürssen Group, all the shipyards in the 
former East Germany are now under Russian control and 
working to a large extent on Russian orders.

n Romania’s construction, especially with the Daewoo 
Mangalia HI yard, dominates shipbuilding in the European 
zone with a 3.2m dwt order backlog, or 65% of the total. 

n Turkey occupies fourth place in Europe based on 
deadweight constructed. There are a multitude of yards 
in this country (approximately 70), mainly located in the 
Bay of Izmit near Istanbul. Yards such as Besiktas, Tersan, 
Sedef and Sefine managed to win many foreign orders in 
2014 and it is likely that the decline in value of the euro 
versus the dollar will enable them to strengthen their 
position in 2015.

european shipyards orderbook (end 2014)

DWT

PORTUGAL

UKRAINE

NORWAY

SPAIN

POLAND

FINLAND

FRANCE

RUSSIA

GERMANY

ITALY

TURKEY

NETHERLANDS

CROATIA

ROMANIA

 0 500,000 1,000,000 1,500,000 2,000,000 2,500,000 3,000,000 3,500,000
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Rest of the world shipyards orderbook (end 2014)

DWT

AUSTRALIA

EGYPT

INDONESIA

BANGLADESH

ARGENTINA

IRAN

INDIA

UNITED STATES

VIETNAM

TAIWAN

BRAZIL

PHILIPPINES

 0 1,000,000 2,000,000 3,000,000 4,000,000 5,000,000 6,000,000 7,000,000 8,000,000 9,000,000

SHIPBUILDING IN THE REST OF THE WORLD
The orderbook for those shipbuilders outside China, 
South Korea, Japan or Europe was in slight decline 
during the year, falling from 18m dwt (13m gt) at the 
end of 2013 to 17m dwt (11.5m gt) at the end of 2014. 
This compares to an orderbook of 31.8m dwt (19.3m gt) 
at the end of 2009. The shipbuilders of the ‘rest of the 
world’ hold a 6% share of the global market. 

In 2014, new orders reached 4m dwt (2.5m gt) against 
8m dwt (6m gt) in 2013. 

Deliveries reached 4.8m dwt (3.2m gt) versus 4.6m dwt 
(2.9m gt) in 2013. 

Rest of the world - Newsworthy events:
n South Korean shipbuilder Samsung intends to establish 
itself in Vietnam and could replace the Japanese 
manufacturer Oshima, the idea being to construct bulk 
carriers and oil tankers up to 60,000 dwt; shipbuilding 
in Vietnam is also largely dominated by the Hyundai 
Vinashin Shipard (HVS), which opened in 1996 and after 
many years dedicated to ship repair is now entirely 
devoted to shipbuilding with an orderbook of more than 
1m dwt.

n The ‘rest of world’ yards remain largely dominated 
by production in the Philippines, which has an orderbook 
of 8.1m dwt (almost 48% of the total) due mainly to 
Tsuneishi Cebu, opened in 1994, and Hanjin H.I. Subic, 
which opened in 2006.

An artist impression of 
Atlantic Mercy, hospital 

vessel ordered at Tianjin 
Xingang Shipbuilding 

Heavy Industry Co., Ltd. 
(CSIC Group).

She will be the world’s 
largest civil hospital ship 

and, in 2017, she will 
join the fleet of “Mercy 

Ships”, a charitable 
organisation delivering 

free hospital care to the 
most deprived countries 

in the world.
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PROSPECTS FOR 2015
In early 2014, we were nursing real hopes of a recovery 
after five years of crisis and a return in 2013 to what 
appeared to be a more bullish cycle (second hand and 
newbuilding prices on the rise and orders of  
130-140m dwt, very close to the yearly average seen  
in the boom cycle 2003-2008, compared to around  
70m dwt in the down cycle of 2009-2012).

It did not happen.

Certainly the volumes ordered were substantial 
and, in this way, 2013 and 2014 were very similar, 
demonstrating all the signs of a recovery. But the 
dynamics were quite different.

2010 had already been marked by a recovery in 
global shipbuilding activity, with a volume of new 
orders quadruple (128m dwt) that of the previous year 
(33m dwt), resulting in a slight rise in prices in second 
quarter 2010. But the recovery was not confirmed and 
2010 was followed by two lean years for shipbuilders: 
2011 with 76m dwt and 2012 with only 50m dwt of new 
orders combined with declining prices.

The industry will once again be confronted by its old 
demons: to the persistent newbuilding overcapacity, we 
must now add excess liquidity and debt that has recently 
supported demand but also encouraged too many 
speculative orders.

While many contracts were concluded over the past two 
years, the majority of players have now had their fill and 
will prefer to wait. To add new investments while many 
shipowners are operating their ships below break-even 
becomes economically dangerous. The memory of what 
happened in the years 2006-2007 should have alerted 
us: there were already too many ships and that is still 
the case.

The performance of eco-efficient vessels whose first 
units were delivered in 2013 confirmed the predictions 
of naval architects, hulls test basins and shipbuilders;  
this interest in eco ships will increase, confirming the 
validity of the choices made by the shipowners.  
There is no turning back, and it will also be necessary 
to meet the new regulations relating to emissions.  
However, “slow steaming” combined with the much 
cheaper bunkers seen since the end of 2014 will reduce 
the gap between the pre-eco and eco designs in 2015. 
If the pre-eco second hand vessels can be negotiated  
at a cheaper rate, they could provide an attractive 
alternative to potential buyers.

The competition from recently delivered fuel efficient 
second hand ships will grow, and all the more so if they 
are offered at more attractive prices than newbuildings.

The possible takeover of companies whose capitalization 
has collapsed represents another potential source of 
competition. Banks which may wish to lighten their 
shipping portfolio will offer to their best customers 
low priced confidential deals backed with soft financing. 

Thus the range of possibilities is going to expand for 
those few potential investors.

If owners suffered during the post-boom years from 
funding problems, it is difficult to argue that funding still 
be a problem: in the years following the boom, Chinese 
or Japanese banks replaced western banks. In addition, 
pure investors were particularly active in raising private 
funds or by using public money. Finally, the western banks 
have also returned to the international stage. However, 
it seems likely that speculative owners will withdraw 
from the newbuilding market in 2015. The financial 
results of the most significant of them, Scorpio Bulkers, 
have deteriorated to the point that the company had to 
resort to putting its Ultramax and Kamsarmax on the 
market, while converting part of its Capesize orderbook 
to LR1 and LR2 tankers. The message relayed to the 
community is particularly negative because the business 
model, still endorsed less than six months’ earlier (ships 
bought at the bottom of the market, excellent designs, 
high quality shipyards, 50% financing) should have 
given Scorpio Bulkers a competitive advantage over all 
its competitors. The potential gains anticipated by the 
investors and presented by the arrangers seem to have 
become smoke and mirrors. In these conditions, there 
should be fewer private investors in 2015. Worse, some 
risk leaving the market prematurely, putting orders at risk.

Shipbuilders will be reluctant to sign loss-making orders; 
their banks will probably oppose it. Most yards which 
had to resort to signing contracts at a loss in 2012-2013 
moan now that these losses add to four particularly 
tough years (2008-2011) peppered with cancellations 
and other concessions. In 2015, few shipbuilders are in a 
good financial position and it is almost certain that more 
yards will close or be forced to reduce their capacity  
(due to a lack of customers).

The sharp decline in oil and gas prices will of course 
delay many investments, especially in the offshore 
industry which has generated many contracts for the 
three largest South Korean shipbuilders (HHI, DSME, SHI); 
the fall in prices for these commodities will also slow 
down the “shale gas revolution” and the demand for gas 

 Shipbuilding will face 
increasing competition  

from recent second hand  
 fuel-efficient ships.

Early 2014, shipbuilders 
had hopes for a recovery 

after five years of crisis. 
This did not materialize.
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carriers (LPG and LNG). However this fall in energy prices 
could stimulate oil consumption or restocking (as has 
been observed in the tanker market at the end of 2014).

Freight rates, which have already reached record lows 
in the dry bulk market and remain fragile in the tanker 
and container markets, are unlikely to be helped by the 
significant amount of tonnage to be delivered in 2015: 
130-140m dwt compared to some 88m dwt delivered 
in 2014; only an acceleration in demolition could offset 
these bearish fundamentals.

But among the positive factors which may justify new 
ordering in 2015, we can mention:

Possible renewed interest by certain investors linked to 
the likely decline in newbuilding prices resulting from the 
lack of firm demand. 

The multiplication of ECAs (Baltic, North Sea, the offshore 
economic zone in the US and Canada) and the entry 
into force of new regulations that could be capable 
of generating new orders. We refer in particular to 
the timetable for the reduction of emissions of sulfur 
oxides (SOX) limited to 0.1% as of 1 January 2015, 
and the reduction of nitrogen oxide emissions as of 
1 January 2016 (in Tier III and Tier II ECAs elsewhere). 
Note also the eventual requirement for vessels to meet 
low fuel consumption and CO2 emission criteria (EEDI): 
a 10% reduction has already been implemented on 
January 1, 2015, and will be followed by successive 
equivalent reductions in 2020 and in 2025.

Further contraction among shipyards in the form of 
closure or voluntary reduction of capacity.

Greater caution by shipowners who may give priority 
to those first-tier shipbuilders which can offer the 
best performance guarantees and obtain bank refund 
guarantees? 

New orders in 2015
The total volume of orders recorded in 2014 was 
131m dwt. What will the level of ordering be in 2015? 

Taking into account the preceding elements, we predict a 
significantly lower level of orders than in 2014, probably 
in the order of 50-70m dwt. 

Shipbuilding prices in 2015
Newbuilding prices are expected to decline slightly in 
2015 as yards’ orderbooks, which are now spread over 
almost three years, start to shrink. 

Even if shipbuilders have very little margin to play with, 
it is possible newbuilding prices could flirt with the low 
levels seen in early 2013 if steel prices continue to 
fall; a possible price reduction by equipment suppliers 
also cannot be ruled out as a result of the increased 
competition, which will in turn affect the newbuilding 
price, as will variations in shipbuilding nations’ exchange 
rates against the dollar (Japan, Europe?).

Deliveries in 2015
In 2014, 88m dwt of new tonnage was delivered, versus 
107m dwt in 2013, 151m dwt in 2012, 160m dwt 
in 2011, 150m dwt in 2010, 115m dwt in 2009 and 
91m dwt in 2008. 

After three previous years of continuous decline, 
deliveries in 2015 are scheduled to rise again to around 
130-140m dwt, of which around 81m dwt represents 
bulkers, 28m dwt tankers, and 23m dwt containerships.

Demolition in 2015
Demolition volumes reached 33m dwt in 2014 compared 
to 45m dwt in 2013. Demolition prices (by lightweight 
ton) started to fall although they remained firm at around 
$410-440 per ldt for bulkers and $430-460 per ldt for 
tankers and containerships basis demolition in India. It is 
possible that demolition prices will continue to fall given 
the decline in steel prices ex-factory, combined with 
increased demolition activity. We predict therefore that 
around 40-50m dwt is likely to be demolished in 2015. 

Growth in the fleet in service in 2015
In light of the above, the fleet in service should expand 
between 5-6% in 2015. 

m/v “Venture Goal” and 
“Venture Luck” B.Delta43 

type bulk carriers  
(about 43,500 dwt)  

Delivered by Qingshan 
Shipyard to HBC 

Hamburg Bulk Carriers  
in January and  
February 2015 

Picture courtesy of 
Cherry Xie
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Steven N 
297,000 dwt Ore Carrier built 
2010 Universal yard 
Operated by NEU Seeschiffahrt
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dry bulk
FOG AHEAD

The commodity boom ended abruptly.  
Ore & oil prices and of course freights 
all interacted to create a complex market 
environment.
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While there were “only” 86 capes 
delivered in 2014, the short-haul 

iron ore trade from Australia 
grew to the detriment of the 
long-haul trade from Brazil.

On average, a 14% growth in 
iron ore imports into China 

helped hide the growing 
over-supply of capes.

CAPES

All Eyes on China
The year started with expectations for a strong market 
as positive momentum carried over from 2013. Despite 
weather disruptions in Australia and Brazil, Capesize 
demand increased at a staggering rate of 9.7% year-on-
year in Q1. The market started to tighten in March when 
the C4 TC pushed to an unexpected high of $25,659, led 
by improvements in the Atlantic basin. At this point, 
both operators and industrial players were racing to 
take tonnage cover. As most of the forward curve shifted 
above $20,000, modern eco vessels were achieving low-
mid $30,000’s for one-year period, while owners willing 
long duration could enjoy rates of up to $25,000 for 
five years.

The frenzy did not last long, however, and rates started 
to erode in Q2. Despite a regular flow of iron ore cargoes 
into China, levels retreated to the low $10,000’s and 
stayed there through the whole summer. Following a 
couple of brief rallies towards the end of the year when 
the C4 TC touched $26,802, sentiment turned sharply 
negative in November. With very limited spot activity 
out of Brazil, ballasters were chasing cargoes aggressively 
and TC returns plunged below operating costs. It came as 
no surprise that some owners started to consider lay-ups 
and in fact a few vessels were spotted idling off of South 
Africa. Furthermore, collapsing bunker prices exacerbated 

Los Angeles 
206,000 dwt Newcastlemax 
Bulkcarrier built 2012 Jiangnan 
Changxing yard 
Operated by Diana Shipping 
Services

c3 brazil-china Volatility 2014
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the fall of voyage numbers and C3 went down to 
$11.40 pmt – its lowest value in six years and a long 
way from the $26 pmt achieved only a couple of months 
earlier (C3 Brazil-China Volatility graph). It is worth 
mentioning that the high degree of volatility throughout 
the year encouraged a considerable amount of C3 and C5 
fixtures on TBN basis between operators, indicating more 
speculative interest.
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Demand
2014 was yet another year of incredible growth for 
Chinese iron ore imports, which reached 933.1 Mt or 
14% higher than 2013. This was mostly reflected on 
volumes in the first three quarters as declining iron ore 
prices prompted active restocking. Nonetheless, in an 
environment of tight credit, low margins and record port 
stockpiles it soon became apparent that a slowdown was 
imminent. On a more macro level there was more and 
more talk of a structural change in the Chinese economy 
from an investment-led to a service-oriented approach. 
Moreover, many suggested that the abundant supply 
of seaborne iron ore had made the need for winter 
restocking less pronounced. This effect was clearly visible 
in Q4 as imports marked an annual increase of only  
6.6% year-on-year (Chinese Iron Ore Import graph). 

Looking from exporters’ point of view, Australia 
continued to increase its market share at the expense 
of long-haul exporters, most notably Brazil. To compare, 
Australia shipped a total of 724 Mt in 2014 (24% up on 
2013), while Brazil exported 344 Mt (4% up on 2013). 
Furthermore, with iron ore entering a bear market and 
prices crashing to $70 pmt, shippers in Sierra Leone, 
Canada and Norway put a halt to operations which 
further decreased ton-mile demand. 

At the same time the Chinese government imposed a 
6% import tax on coal imports in an effort to protect 
domestic producers and as a result coal imports gradually 
declined to an average of around 20 Mt a month from a 
peak of 36 Mt in January. 

Supply
A total of 86 Capes in excess of 120,000 dwt were 
delivered in 2014 - the lowest amount since 2008 (even 
if one would count the 23 Babycapes delivered within 
the year). This included 3 Valemaxes, and as such the 
Valemax fleet grew to 34 units (out of 35 ordered) 
carrying 11.8% of all Brazil iron ore exports in 2014. 
Despite speculations that 10 more of these vessels would 
be ordered at Chinese yards, this had not happened yet. 

This being said, 2014 was a busy year for new orders. 
Bullish sentiment and rising period rates at the beginning 
of the year resulted in a staggering 81 Capes ordered 
in Q1 only and a total of 194 for 2014 (compared with 
162 in 2013). As such the orderbook stood at 25% of 
current fleet (Capesize Deliveries graph). Interestingly, 
in the second half of the year declining asset values 
and low interest rates attracted new players such as 
investment company Dysart Ventures who ordered 
25 Newcastlemaxes and Standard Capes at Chinese yards. 
On the other hand, some owners such as Scorpio opted to 
convert some of their dry bulk orders into tankers in an 
attempt to explore a better performing market.

Scrapping activity was relatively low and only 28 Capes 
headed to the breakers in 2014 as the average age of 
the fleet stood at eight years. Overall the nominal fleet 
capacity increased by 4.4% to a total of 1,528 ships with 
combined dwt of 297,573,140 tons. However, with more 
than 60 Million dwt on the books for 2015 and 2016 fleet 
growth is becoming a fundamental concern once again.

chinese Iron ore Imports 2014
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capesize deliveries

MILLION dwt
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Besiktas 
180,000 dwt Capesize 
Bulkcarrier built 2011 Daehan 
Haenam yard 
Operated by Besiktas Denizcilik

In addition, in the last couple of months of 2014 we 
experienced an unexpected negative effect related to 
free-falling bunker prices. Cheaper fuel gave owners less 
incentive to slow-steam which translated into higher 
vessel speeds and consequently increased ship supply 
(Optimal Capesize Fleet Speeds graph). 

To sum up, in 2014 we saw a volatile market as sentiment 
swung from tentatively positive back to overwhelmingly 
bearish. The expectation remains for a challenging couple 
of years ahead in an environment characterized by 
growing supply and slowing demand not only in shipping 
but also iron ore and oil. Hopes for a better market are 
related to growing seaborne demand from India and also 
to cheaper imported ore potentially displacing some of 
the domestic production in China. Above all, however, it 
remains key to monitor how China’s steel sector will react 
to ongoing macro-economic changes.
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optimal capesize Fleet speeds
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Bunker prices compounded 
the fall in freights.

Leopold LD 
180,000 dwt Capesize 
Bulkcarrier built 2014 

Tianjin Xingang shipyard 
Operated by Louis 

Dreyfus Armateurs 
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Anangel Zenith 
114,000 dwt Babycape 
Bulkcarrier built 2013 
Shanghai SY shipyard 
Operated by Anangel 
Maritime Services

BABYCAPES (95,000 – 120,000 dwt)
The Babycape market remains a niche consisting of about 
150 ships. The very few newbuildings delivered in 2014 
(14 units) did not bring any significant change to the 
market balance. With 24 units due for delivery in 2015 
(9% of the global fleet) the market should not be affected 
as probably half of these will not play the charter market. 
It is a fleet which a small number of operators are 
controlling closely.

This hybrid size really becomes more attractive for 
charterers only when the spread between Capes and 
Panamaxes widdens and this happened several times 
in 2014, essentially during Q1: while the Cape market 
was rocketing and the future looked more promising, 
most Babycape owners decided to sublet their ships at 
somehow unprecedented levels instead of playing in this 
Babycape market where a critical fleet size would have 
been required. One year deals were fixed in the very high 
teens while this size was suddenly becoming the new 
design to chase. 

On the demand side, the average stem size kept 
increasing and appetite grew for over-Panamaxes.  
In the Atlantic basin, about 40m tons were loaded on 
95,000 - 120,000 dwt vessels in 2014. Cargoes were 
mainly minerals and worth mentioning: a sugar stem  
went for the first time ever on an 118,000 dwt ship.

In the Pacific where significant volumes are moved 
under long term contracts, about 70m tons were shipped. 
Main loading ports remained Port Hedland with almost 
150 shipments (up 50% from 2013) and Newcastle with 

about 190 shipments which for these two ports only 
cumulated to about 30/35m tons.

The last quarter of the year and its flow of negative news 
sent both Panamax and Cape rates to similarly low levels. 
The market environment demonstrated its limits where 
ships over 100,000 dwt had to struggle a lot.

2013 had brought a wind of change into 95,000 - 
120,000 dwt segment when strong players joined this 
market. The first half of 2014 made this niche even more 
famous among charterers who were hoping to achieve 
cheaper freight rates using a hybrid size in a very volatile 
market. Uncertainty across all ship sizes at the end of the 
year did not benefit Babycapes either. 

Post-Panamax and Babycape owners are certainly very 
much looking forward to enjoying the new Panama Canal 
dimensions; the design of these ships would be optimum 
for the future dimensions, making this size potentially even 
more attractive. Looking forward, Babycapes could become 
the perfect fit there and no longer only an optional size.

Capes showed some volatility 
throughout the year while 

panamaxes and supramaxes 
lacked any strong movements.
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Our expectations for a weaker 
panamax market in 2014 

materialized right from the onset as 
rates started to drop from January.

Ordu 
82,000 dwt Kamsarmax 

Bulkcarrier built 2012 
Hyundai Mipo shipyard 

Operated by Ciner 
Shipping

PANAMAXES
Expectations for a weaker market in 2014 materialized 
right from the onset as rates started to drop from 
January. Nevertheless, there were still quite a few vessels 
engaged in grain trades from the US and as such the 
market showed some level of resistance particularly on 
Fronthaul where levels remained above $20,000 up until 
mid-February. Meanwhile, the anticipation was once 
again for a strong ECSA grain season in Q2 and with 
this in mind many owners preferred to position their 
tonnage into the Atlantic basin in order to capitalize from 
the rising market. Despite record harvests in Argentina 
and Brazil, however, this proved to be a wrong move in 
hindsight. It turned out that Chinese soya bean crushers 
were facing severe difficulties with tight credit, negative 
margins and a looming epidemic of bird flu which hurt 
soya meal demand. As a consequence, Chinese receivers 
defaulted on a number of cargoes and this not only 
reduced ton-mile demand dramatically but also had an 
adverse effect on market sentiment. Despite the high 
number of newbuildings delivered in the Far East, the 
Pacific market was on average $3,591 higher than the 
Atlantic in Q2 ($7,935 vs $4,344) (Panamax TC Rates 
2014 graph). Another major difference from a year earlier 
was the reduced amount of congestion at ECSA ports 
as shippers were able to optimize loading operations. 
Naturally, this had a negative impact on the market with a 
lot less ships held up in congestion.

At the same time, we observed a few changes in coal trade 
dynamics in the Pacific. The Chinese government imposed 
a 6% tax on imports and this reduced substantially trade 
flow. On the other hand, India was showing an increasing 
appetite for steaming coal particularly from Indonesia 
(Coal Imports graph). This kept owners busy, especially 
through the summer and although it did not lift the market 
on its own, ships going to the Subcontinent were achieving 
healthy premiums to index of around $1,000.

The arrival of Q4 was good news for owners as rates finally 
started to move upwards. The abundance of tonnage, 
however, prevented any spikes and Q4 averaged just 
$8,310. Activity was unsurprisingly concentrated on the 
USG/China grain route which saw substantial volatility. 
Voyage rates initially surged to the high $40’s pmt but 
then plunged down to the low $33’s. Apart from falling 
bunker prices, the reason behind this was also the strong 
competition Panamax vessels were seeing from Ultramaxes.

Tonnage supply remained a fundamental concern in 2014. 
A total of 155 vessels were delivered (down from 217 in 
2013), and 50 scrapped (up from 36 in 2013). It is worth 
noting the average size of the fleet grew to 77,288 dwt 
as more Kamsarmaxes hit the water while a few of the 
smaller ships got scrapped (Average dwt by Year).

At the end of the year the Panamax fleet stood at 
2,123 Panamaxes of combined capacity 164,081,614 dwt. 
Annual supply growth slowed down to 5.3% (10% in 2013) 
however the busy delivery schedule for the next couple 
of years is looking to change that. Looking forward, 
the Panamax sector is likely to remain under pressure 
with increasing tonnage supply and bearish sentiment 
filtering through from the Capesize market. Nevertheless, 
the market may still move higher if we see substantial 
improvements in seaborne grain and coal volumes.
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panamax tc rates 2014
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TONS dwt

HANDIES & SUPRAMAXES
2013 concluded on a firm note, buoyed by strong 
Indonesian exports of bauxite and nickel ore to China. 
However the subsequent ban imposed on unrefined ores 
by the Indonesian parliament on 12 January 2014 dealt 
a severe blow to the Supramax market in the region. 
We can estimate approximately thirty vessels per week 
were being employed on this trade. 

The ban’s impact on freight rates was brutal, with the BSI 
time charter average falling from $13,902 per day at the 
start of January to $10,193 at the start of February. 

Despite this, several elements contributed to preserving 
a positive dynamic during the year, at least in Asia, 
enabling the market to largely absorb the new vessel 
deliveries.

First of all, Indian demand for coal continued to grow, 
rising from 192m tons in 2013 to 203m tons in 2014, 
with Indonesia supplying the lion’s share. Meanwhile 
China, although hit by a slowdown in domestic demand, 
continued to import significant volumes of coal with some 
174m tons of thermal and coking coal delivered. We 
estimate around 40% of this coal originated in Indonesia 
using Supramax tonnage.

But it was China’s steel exports which showed the most 
phenomenal increase, rising from 62m tons in 2013 to 
more than 93m tons in 2014. The main export markets 
were south-east Asia (in particular the Philippines, 
Indonesia, Malaysia and Myanmar), Africa and the 
Mediterranean basin. Steel exports from South Korea, 

Japan and China to the US also re-started, confirming the 
resumption of growth in the world’s leading economy.

While welcome, these elements however generated 
a rebalancing between the geographic basins (where 
historically Atlantic has traded at an average of  
$2-3,000 per day over the Pacific), with the number 
of ships open in the discharge zones (Indian Ocean, 
South Atlantic) exceeding available demand. Grain exports 
in particular, while growing, have been insufficient to match 
the abundant tonnage supply, a factor reinforced by the 
plethora of Panamax vessels. Historically 40-45% of Brazil’s 
total grain exports have been transported on Supramaxes 
or Handysizes. This ratio fell below 40% in 2014. 

The imbalance between the basins resulted in an 
average revenue in the Atlantic of $9,800 per day for 
the Supramaxes and $7,900 per day for the Handysizes, 
against $8,900 per day and $7,800 per day respectively 
in the Pacific. 

Unsurprisingly, the year closed lower with the BSI time 
charter average at $9,273 per day, and the BHSI average 
at $7,321 per day. The main challenge for 2015 will be to 
absorb the potential 20m dwt of new Supramax tonnage 
scheduled for delivery. There are no obvious solutions 
apart from the demolition of the most inefficient ships,  
and perhaps lay-ups. 

Yet the change in dynamics and the fall in bunker prices 
offers interesting prospects for new trades, in particular 
over long distances, which will undoubtedly have a 
positive effect on ton-mile demand. 
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THE FFA MARkET

A volatile beast in a bearish market
In 2014, the FFA market maintained its status as the most 
volatile market globally, and produced another year of 
increased volumes year on year. Unusually, all the indices 
peaked at the beginning of the year having carried through 
the optimism from the close of 2013, and thereafter all slid 
down to lower levels. Regardless of this, the y-o-y increase 
of volume traded on FFA’s highlighted its growing use as 
a valuable tool in the freight market, for both hedging and 
speculative purposes

The year on Capesize FFAs began with the spot price 
sliding from over $30,000, to sub $10,000 within January. 
Despite this, a clear contango remained on the forward 
curve illustrating the confidence many players had in 
Atlantic and Fronthaul numbers improving over the year. 
Coming out of the Chinese New Year, this hope materialised 
with firmer numbers on C3, and paper prices surged 
upwards approaching March. This excitement produced 
the largest monthly volumes of the year; March clocked 
an impressive 84,000 lots. However the physical numbers 
were short lived, and spot quickly sunk back from a touch 
above $25,000, to the $15,000 mark, producing the lowest 
monthly volumes of the year (April: 29,697 lots). But 
confidence going forward was soon reignited, pulling up 
trading activity from May onwards – resulting in a 66% 

dry bulk FFA trade Volumes in 2013/14
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1 FFA lot = 1 day time-charter 

120,000

100,000

80,000

60,000

40,000

20,000

0

 Cape 2013  Cape 2014   PMX 2013  PMX 2014   SMX 2013  SMX 2014 

JANUARY FEBRUARY MARCH APRIL MAY JUNE JULY AUGUST OCTOBER NOVEMBERSEPTEMBER DECEMBER

The implied volatility of the front 
month of the Capesize curve in early 

2015 was such that FFA volumes 
could rise again in 2015!

volume increase for first half 2014 compared to first half 
2013. The historical anticipation of increased business and 
firmer rates in Q4 remained unshakeable but in reality any 
physical spikes in that quarter proved to be unsustainable - 
Q4 2014 settled 49% lower than 2013 ($14,147 compared 
to $27,441). This produced the contrasting opinions of 
paper players believing in a last minute push, or accepting 
the waning spot market, adding fuel to the trading engine 
until the year end, producing equally high Q4 volumes 
compared with 2013.
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baltic exchange tc Indices 2014
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On Panamax FFAs, the market notably produced y-o-y 
increased trading volumes for each of the first six 
months of 2014 (the peak similarly being seen in March: 
56,928 lots). However activity faltered at the half way 
point (total year volumes fell 1.8% from 2013), due to a 
stagnant physical market. Index remained locked between 
the pincers of $5,000 and $10,000 with the weak Q4 
grain season contributing heavily to downward pressure 
in the last quarter. Paper players were uninspired by this 
depressive note causing decreased volatility and thus 
reducing volumes (Aug-Dec volumes were 33% lower 
y-o-y), with any movement on the curve becoming largely 
driven by the influential Capesize curve. 

Supramax was the least active market in 2014 due to a 
falling S6TC and paper movement being far more lethargic 
and incremental. Despite this, physical players still had 
a requirement to hedge, and small flashes of speculative 
trading still presented themselves - the market still 
attracted 114,763 lots in 2014.

With the opening of 2015 punctuated by a number of 
bears at the picnic, it will be interesting to see to what 
extent this negative impetus hampers volumes for the 
year. However on the back of ever increasing volatility in 
the market (the front month of the Capesize curve now has 
an implied volatility in excess of 200%), hope yet remains 
that FFA volumes y-o-y will rise once again, maintaining its 
status as a fascinating volatile market. 

DRYBULk SECOND HAND MARkET IN 2014

CAPESIZE
At the end of 2013 we estimated that “prices would remain 
stable to firm, subject as always to tonnage supply and the 
world economy, in particular the China market”.

Events proved us right… prices rose up until the start of 
May, after which they returned to levels seen at the start 
of the year.

As in previous years, we will use as our yardstick for 
the second hand market the value of a five year old 
172,000 dwt vessel, built in Japan, assessed each week 
by the Baltic Exchange Sale & Purchase Assessments 
(BSPA) panel of shipbrokers.

We note the following market movements for this type of 
vessel, built in 2009 (in $m):

6 January 40.75
3 March 45.21
7 April 48.82
6 May 50.22
26 August 47.06
22 September 46.88
27 October 43.47
1 December 40.44
22 December 39.11
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dry bulk carriers second hand prices - (5 year old ships, weekly update)
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Thus prices increased about 23% between January and 
early May, before losing some 22% to return once again 
to nearly the same level as January. The second hand 
market for ships over 100,000 dwt, however, was quite 
active with a little over 60 sales reported during the year 
compared to 58 in 2013. Among these, we noted just one 
ship over 200,000 dwt.

Over the course of 2014 only around twenty vessels 
were sold for demolition which will not contribute in any 
significant way to the rebalancing of tonnage supply.

For the older vessels, at the beginning of 2014 a ten-year-
old Japan-built Capesize was worth $30-31m, falling to 
$26-27m by the end of the year.

During the year, the negative news accumulated as the 
months passed (a collapse in the iron ore price, weak 
growth in Brazilian export volumes, a clear slowing in 
China’s economic growth, less slow steaming as a result of 
lower bunker prices, reduced port congestion etc.)

Thus, the prospects for 2015 remain sombre for this 
segment given the anticipated slowdown in demand, 
combined with the increase in tonnage supply. Neither is 
likely to lead to a perceptible improvement in freight rates, 
nor as a consequence, second hand prices.

PANAMAX-kAMSARMAX,  
HANDYMAX-SUPRAMAX-ULTRAMAX  
& HANDYSIZE
At the end of 2013, we “did not expect price levels to 
ease over the next 12 months, especially when it comes 
to modern quality tonnage… the bottom of the cycle was 
reached and passed during 2013…”

This “prediction” proved correct for only about two months. 

Since then asset values have been declining steadily, 
to reach the “lows” of 2013. 

So what happened?

The expectation for better earnings disappeared as freight 
rates deteriorated on a daily basis.

The depressed freight markets caused many operators 
to “reconsider” and either renegotiate charter rates or 
redeliver vessels early. Owners were then left with the 
option to operate themselves, charter out at depressed 
rates or sell the asset. The latter decision has been 
favoured by most Japanese sellers in the course of 2014. 

The US Dollar to Japanese Yen exchange rate continued to 
provide good reason for Japanese owners to sell should 
they have a modern vessel redelivered early.

Banks and financial institutions are pushing for “solutions” 
resulting in an ever increasing number of modern second 
hand tonnage being offered for sale by “committed” sellers 
and/or “desperate” sellers. 
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Magdalena Oldendorff 
206,000 dwt Newcastlemax Bulkcarrier  

built 2013 Shanghai Waigaoqiao yard 
Operated by Oldendorff Carriers

Buyers had a very large pool of quality tonnage to 
choose from, setting new (lower) price levels driving asset 
values down.

The presence of funds (PE, Hedge etc) during 2014 was still 
very much a reality but it was clear, especially as of Q3, 
their “appetite” was no longer as strong as in the previous 
12-18 months.

It will be interesting to see how the various “pure, fund-
type” investors behave in a prolonged market downturn. 
Some traditional players fear that there will be too much 
tonnage for sale as these funds seek to “re-allocate” equity 
and as such values could be driven further down – others 
in contrast are just eagerly waiting for just such a situation 
so that they may “pick and choose” quality assets at 
continuously depressed prices.

Comparing values as at end 2014 with those observed at 
the end of 2013 we note:

(Values are estimated for Japanese, South Korean & 
top tier Chinese yards – for units built at lower quality 
Chinese yards a discount of at least 10-15% should be 
expected.)

Panamax-Kamsarmax (74,000-82,000 dwt)  
Values end 2014
By the end of 2014, a ten-year-old Panamax bulk carrier 
was worth approximately $15m, a significant drop of 
about 16.5% in value over 12 months. Similarly, a five-
year-old was worth almost $20m, approximately 20% less 
than at the end of 2013. For prompt (three to six month) 
delivery South Korean or Japanese built resales, based 
on NSF contract & 20/80% payment terms, prices have 
corrected by about 8% to $29-30m. 

Handymax-Supra-Ultramax (43/50,000- 
52/55-58,500/60-64,000 dwt)  
Values end 2014
At the end of the year the price of a ten-year-old H/max 
bulk carrier (50,000 dwt) stood at $13.75-14m shedding 
about 22.5% of its value during the past 12 months. 
Following a more moderate trend, the value of a five year 
old Supramax (58,000 dwt) corrected by about 14.5% over 
the year to reach about $20.5m. At the same time “resale” 

prices for an Ultramax (63,000 dwt) dropped by to about 
$30-30.5m correcting by about 6% over the period. 

Handysize (28,000-43,000 dwt) 
Values end 2014
A ten-year-old Handysize (28,500 dwt) bulk carrier 
was worth about $10.25m at the end of 2014, a major 
correction in value of about 30% over 12 months. During 
the same period, the value of a five year old ship of this 
size (28,500 dwt) took a hit of about 13.5% to reach 
$16m. At the same time, “resale” contracts (37,000 dwt) 
are worth close to $20m for Chinese built vessels 
whereas Japan and South Korean built tonnage would 
command a price of about $23m correcting by about 8% 
over the year.

The recycling market behaved as usual in a most volatile 
manner, clearly reflected in the price variations recorded 
over the year. 

The year started with the main recycling markets in 
the Indian subcontinent at levels of about $415-420/LT, 
“hitting” the “magic” $500/LT in Q3 only to significantly 
correct back and by the end of the year reach levels 
similar to those at the end of 2013, except for the 
Chinese market which dropped substantially compared 
to 12 months back.

The total deadweight removed was about 16m tons 
representing almost 290 units of all sizes - Capes 
included. 

Demolition Prices end 2014: India, Bangladesh & Pakistan 
stood at $400-405/LT (-3.5% from $415-420/LT end 
2013) whereas China dropped to $220/LT (-35% from 
$340/LT at end 2013).

So, is now the right time to invest in second hand 
tonnage or should one wait? 

Although our last year’s prediction was “good for a 
very short period”, our “track record” over the years in 
this article allows us to risk voicing our opinion: Should 
newbuilding prices correct substantially, we would expect 
values of modern quality tonnage to correct further 
although we do not expect dramatic reductions.

Spar Aries  
64,000 dwt, Ultramax Bulkcarrier 

Built 2015 at Hantong shipyard 
Operated by Spar Shipping
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GREEN PLANET, 50,000 dwt 
MR tanker from Aegean Tankers 
“Green Fleet”, built 2014  
at Dae Sun (South Korea)
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tanker
FASTEN YOUR  
SEATBELTS

Contrary to expectations, 2014 has been a good 
year for the crude market, whilst disappointing 
for the product tanker owners.
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WHAT A YEAR, AND WHAT A YEAR TO COME!
The first half of 2014 was quite predictable: Crude 
carriers’ rates quickly fell like a stone from January apex 
to their usual June bottom, whilst the product tankers’ 
performance disappointed their too confident owners. 
SUEZMAX and AFRAMAX rates started to improve as 
from end June whilst VLCC rates remained close to their 
lowest until end September. Tables turned as the freight 
rates reacted with three months delay to the unforeseen 
Oil prices fall. This sent crude tanker rates through the 
roof as Far East charterers, and in particular Chinese 
Oilcos increased their imports.

This unexpected good performance of the crude Tanker 
market was not only due to charterers appetite for 
cheap oil, but also to the stability of the oil carriers’ fleet 
(which only increased by 4.5%), the ‘super slow steaming’ 
reducing the fleet efficiency factor, and the change 
of trading pattern (less crude imports to the USA and 
increasing demand from the Far East economies) which 
resulted in longer voyages. Political uncertainty also 
played its role in particular for the Mediterranean and 
Black sea markets. As a whole, the Baltic index for crude 
oil progressed 21% on a year-to-year basis.

The product market situation was not quite as rosy 
although the product tankers’ owners equally benefited 
from the decrease of their bunker cost.

LR2 and LR1 registered some sensitive improvement 
(+15/20%) of their daily net return, whilst, in spite of a 
very positive last quarter, in particular in the Atlantic 
area, MR2 rates averaged roughly 2013 figures.  
As often, some owners managed to take advantage of 
local situations and achieved higher returns.

•  Will the crude tanker market remain under the spell of 
cheap oil in 2015? 

•  Will the large product tankers’ rates keep on improving 
thanks to more modern refineries coming in full stream?

•  On the contrary, will the market eventually calm down 
when storages (ashore or floating) are full up and the 
Oil price contango is over? 

•  Up to what extent will the Oilcos’ cost-killing policy 

affect the shipping market?

These are some of the questions underlying the Tanker 
freight market performance for 2015.

The Tanker freight market navigates on Global economic 
waves and often follows the dry bulk freight market 
current with 6 months lag: so let’s hang on as 2015 will 
be full of peaks and troughs.

VLCC
What an interesting year it has been for the VLCC market. 
An overall much improved year in terms of returns 
(Middle East/Far East) to owners from about $18,400 
(2013) to $29,300 (2014) bringing back good old days 
to owners memories.

Several factors led to the rates increase (especially in the 
last quarter of the year) including the global increase of 
demand in crude (+1.1% to 92.4 mb/d in 2014).

The collapse in oil prices by almost 60% over the last 
6-7 months of 2014 has been very positive for VLCC’s.

Chinese charterers have used this opportunity to further 
bolster their strategic petroleum reserve which is 
believed to be well over a 100 million barrels in capacity. 

Traders rushed fixing VLCC units for storage purposes in 
order to take advantage of a deepening contango which 
has reportedly widened by around 7 dollars between 
February and August 2015. By year end, about 20 units 
had been secured for storage, keeping these out of the 
reckoning for spot liftings. There could be a substantially 
higher number of units following that route reducing the 
surplus of tonnage.

The combined fall in fuel oil and crude oil prices has 
encouraged traders to lift VLCC parcels from North Sea 
and Mediterranean bound for delivery into the Singapore-
China range. This has increased the turnaround time and 
reduced the number of units randomly available,  
on average, to load in the Middle East Gulf (MEG).

The Caribbean market remained stable as a consequence 
of fewer cargo’s being delivered to USG in relation to 
US and CANADIAN’s shale oil production, with less units 
opening up there; Freight levels reaching $6.5mil to low 
$7mil holding for spore discharge induced odd units to 
ballast to Caribbean from the east, as well as from USWC. 

Systematic slow steaming nicely combined to 
substantially add to the ton/mile demand to keep the 
VLCC rates at their current healthy levels.

The VLCC fleet size has remained relatively stable this 
year with limited deliveries of new ships over the last 
couple of years (48 in 2012, 31 in 2013, 23 in 2014), 
even though demolition remained at low levels 
(18 in 2012, 19 in 2013, 9 in 2014). The global VLCC 
fleet in service counted 627 ships in 2014 compared to 
625 units in 2013.

Compared to 2013, the overall 
TC activity has increased by 

34% for crude ships and 21.5% 
for the product tankers.

During second half of the year, 
speculation on a deepening 

contango dragged traders to fix 
VLCC’s for storage purposes. 
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Furthermore the merge of Tankers International with 
Frontline, creating an entity controlling a fleet of about 
70 vessels (i.e. approx. 10% of the global fleet) could only 
help the market in this critical period with the new merge 
controlling and in most cases hiding vessels to create 
a tighter availability. More ships in fewer hands creates 
a better market. 

Whilst the crude oil demand from China and the rest of 
Asia is expected to grow by 3% per year, only 24 new 
ships are expected to be delivered in 2015 and 52 units 
in 2016. This, combined with the rapid decline of oil 
prices and current healthy returns to owners, leads us 
to expect another very interesting year in the oil and 
tanker markets. One thing is for sure, 2015 will start on 
a strong note. 

NORD GARDENIA  
Maiden voyage 
from Bitung to 

New Orleans.
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SUEZMAX
In 2014, the SUEZMAX spot Daily net return averaged about 
$26,000, a 44% increase compared to the previous year. 

Yet the rates were quite volatile: the Baltic Index kept 
close to $65,000/day in January, down to about $10,000/
day from February to mid-June, rebounding above 
$40,000 mid-July, dropping again until end September, 
then gradually improving to peak above $90,000/day at 
the end of November.

As a confirmation to last year, the trading pattern 
switched from USG to UKC and Med discharge which led 
to the replacement of TD5, as benchmark index, by TD20. 
Even more than in 2013, eastern countries, in particular 
China and India, tended to diversify their oil suppliers 
and imported more cargoes from West Africa and Med. 
Added to the growing use of slow steaming, this has 
increased the voyages duration and reduced the fleet 
efficiency factor while the fleet size remained stable 
with 489 ships in service (eight new units and seven 
vessels scrapped). 

By the end of the year, charterers appetite for VLCC 
for trading or storage, extended to the SUEZMAX size, 
pushing the TC rates up to $32,000 for one year period.

The outlook for 2015 should be favorable to owners 
because the supply/demand ratio will maintain (only 
15 deliveries are expected whilst 19 ships will exceed 
19 years of age) and owners should benefit from cheap 
bunkers prices, at least for the first half of the year.

AFRAMAX
Looking at the average earnings, AFRAMAX owners in 
Europe experienced a rather pleasant 2014. Returns 
for all routes in Europe were above $20,000 per day, a 
healthy increase compared to the 2013 results. Indeed 
the cheap bunker price had a significant positive impact 
on owners’ daily returns. 

The Med/Black Sea market was erratic due to the 
uncertainty of oil exports. Ceyhan Kirkuk was blocked 
for most of the year but Libya improved its production. 
Yet, this had some positive effects on freight rates as the 
available tonnage was occasionally scarce. The situation 
should remain volatile in 2015.

The Baltic market remained unaffected by political 
instability in Russia and overall smaller output of Ural 
oil from Primorsk and Ust Luga. Rates have improved 
substantially: TD17 (100KT Primorsk/Rotterdam) 
averaged to WS 89 in 2014, almost 15 points up from 
2013 (WS 75). Coupled with a sharp decline in bunker 
prices during the second half of the year, this has 
enabled owners to lock-in average earnings above 
$20,000 per day. The majority of Urals and North stems 
were discharged in UKC which hasn’t increased the ton/
mile factor and is somewhat contradicting the market 
fundamentals.

After two years of declining conditions, the Middle East 
market has regained earnings and confidence. In the past, 
a number of shipowners, discouraged by their poor results 
compared to those obtained on the East of Suez market, 
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elected to avoid the MEG area. With less capacity 
available, the short haul rates started to rise first, soon 
followed by the entire East of Suez market. Rates for the 
MEG/EAST runs were up 25% and averaged WS 108  
(compared to WS 86 in 2013 when flat rates were 
roughly 6% higher). The TCE really jumped to an average 
$22,500/day in 2014 (against $13,250/day in 2013) 
a 70% hike (!!) helped by the usual pre-summer and 
winter rallies but also by lower bunker costs.

Underlying sentiment for this year suggests that owners 
confidence has restored: the dirty AFRAMAX segment,  
in particular, has benefited from a limited amount of 
new-building deliveries (five) in 2014. 

THE SECOND HAND MARkET  
FOR CRUDE TANkERS
“We must rediscover the distinction between hope 
and expectation.” Ivan Illich (1926 – 2002) 

The author of this quote was an Austrian philosopher who 
started his life as a priest. He was known and criticized 
for questioning the true purpose of religion and school 
among other major society subjects. It seems Tankers 
owners became more realistic in 2014 and made the 
difference between hope and expectations. While 2013 
ended on a positive note, owners resisted temptation 
to rush to shipyards and focused on modern units and 
resale opportunities when it comes to VLCCs and Aframax. 

Aframax tankers earnings

$/DAY
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However Suezmax and Panamax Tankers ordering surged 
in comparison to previous years as can be seen in the 
below table. This proves the community finally showed 
some sort of self- control trying to focus on vessels type 
which had not been already over-contracted. 

New orders 2012 to 2014

 2012 No 2013 No 2014 No
Aframax & LR2 22 68 28

Suezmax 9 5 48

Panamax & LR1 3 2 33

VLCC 20 41 40

During the course of 2014, the supply/demand ratio 
got more favorable to owners due to a lower number 
of vessels delivered. This situation resulted from an 
original low number of units expected for delivery during 
2014 amplified because about 50% of the scheduled 
deliveries did not hit the water. Both spot rates and time 
charter rates increased and we could thus witness a 
continuity in the strengthening of prices which started at 
the end of 2013. Regretfully the immediate consequence 
has been a reduction of the scrapping activity. This is a 
price that owners will most probably have to pay later. 
During most of 2014, slow steaming has taken some 
capacity off but declining bunker price has pushed 
owners to speed up vessels at the end of 2014 and this 
could well be felt at some stage next year.

second hand tanker prices - (5 year-old ships)

$m

 VLCC  305,000 dwt  Suezmax 150,000 dwt  Aframax 105,000 dwt     

180

160

140

120

100

80

60

40

20

01
/2

00
7

01
/2

00
8

01
/2

00
9

01
/2

01
0

01
/2

01
1

01
/2

01
2

01
/2

01
3

03
/2

00
7

03
/2

00
8

03
/2

00
9

03
/2

01
0

03
/2

01
1

03
/2

01
2

03
/2

01
3

05
/2

00
7

05
/2

00
8

05
/2

00
9

05
/2

01
0

05
/2

01
1

05
/2

01
2

05
/2

01
3

07
/2

00
7

07
/2

00
8

07
/2

00
9

07
/2

01
0

07
/2

01
1

07
/2

01
2

07
/2

01
3

09
/2

00
7

09
/2

00
8

09
/2

00
9

09
/2

01
0

09
/2

01
1

09
/2

01
2

09
/2

01
3

11
/2

00
7

11
/2

00
8

11
/2

00
9

11
/2

01
0

11
/2

01
1

11
/2

01
2

11
/2

01
3

01
/2

01
4

03
/2

01
4

05
/2

01
4

07
/2

01
4

09
/2

01
4

11
/2

01
4

The 2014 S&P activity for Tankers increased for the 
third year in a row and reached unseen highs for years. 
No less than 236 units changed hands and to put 
this figure in perspective one should remember that 
corresponding figures were respectively 188, 170 and 
158 for 2013, 2012 and 2011. This figure includes 
Tankers from VLCC to Panamax (LR2 and LR1 included) 
but excludes OBOs. Among those 236 units, one can only 
regret that just 62 tankers were sold for scrap and the 
respective number per category appears in the below 
table also showing previous four years. 

Units scrapped per year

VLCC Suezmax Aframax Panamax Total

2010 16 13 19 22 70

2011 12 10 26 12 60

2012 18 21 21 17 77

2013 24 8 25 9 66

2014 11 10 27 14 62

Value changes from 01/01/2014 to 31/12/2014 have 
shown a similar trend among most categories and vintage. 
It is fair to say that the average values went up by  
20 to 30% and buyers who acted at the beginning of the 
year were very well inspired looking at the table below. 
Worthwhile to note that the Aframax category shown the 
strongest increase and this was due to fierce competition 
between buyers for the few ships available during the year.
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Value changes in 2014

  Resale 5 years old  10 years old  15 years old

VLCC (+) 19% (+) 20% (+) 21% (+) 16%

Suezmax (+) 20% (+) 30% (+) 24% (+) 25%

Aframax (+) 35% (+) 29% (+) 30% (+) 35%

Panamax (+) 23% (+) 10% (+) 15% no change

VLCC second hand market
Not less than 51 units changed hands this year for 
further trading and 22 of them were less than five years 
old. Prices went continuously up during the year and 
buyers had to compete for quality units. Two major 
transactions should be mentioned, namely the sale of 
seven resales from Scorpio to Genmar for a reported 
price of $735,000,000 and the sale of another seven 
units from Samco built between 2007 and 2012 for a 
reported price of $577,000,000 to DHT. Several units 
were also sold for storage or conversion including M/T 
Saturn Glory 298,000 dwt built 1998 for $23,200,000.

We saw 23 VLCC entering the fleet this year (while we 
expected in theory 36 of them). The orderbook included 
85 units by the end of 2014 and 24 ships should hit the 
water in 2015.

Suezmax second hand market
The sale and purchase activity for Suezmax has been 
particularly rich this year since 34 units changed hands. 
Ridgebury has once more been active this year purchasing 
four vessels including MT Ice Explorer and MT Ice Traveller 
built in Japan in 2006 and 2007 for around $85,000,000 
en-bloc. The most noticeable sale being the TMS Tankers 
offload of seven units built Jiangsu Rongshen 2009–2010 
for a reported price of $315,000,000.

Although at the end of 2013 we were expecting 35 units 
to be delivered in 2014, we only saw 11 of them hitting 
the water. In 2015, we should see another 16 vessels 
being delivered while the total orderbook represented 
66 ships by end of 2014.

Aframax and Panamax second hand market
Once again we could notice a large volume of 
transactions as volume increased from 41 sales in 2013 

to 67 this year. Buyers were diverse as all vintage 
attracted interest. Contrary to previous years, modern 
ships have been invited to the party since 27 of these 
sales were for vessels of less than five years of age. One 
of the major transaction was the sale of ten resales from 
BP under construction at STX Korea to Kukje Maritime 
at some $48,500,000 each with a charter back to the 
sellers. Clients of Teekay have also been particularly 
active purchasing tonnage all year long including the  
M/T Phoenix Ambition built Tsuneishi in 2009 for a 
reported price of $35,700,000. Several vessels built in 
the early nineties also managed to find a new home such 
as the M/T Amorgos Warrior of 95,000 dwt built in 1992 
and sold to Ukranian buyers for $7,900,000. 

The Aframax fleet (LR2 included) saw an extra 18 units 
delivered in 2014 against a foreseen number established 
at 37 at the end of 2013. As of December 2014, the 
orderbook includes 108 units and 49 of them should start 
trading in 2015.

While Buyers were keen to purchase Panamax Tankers 
and mostly LR1 all along the year, the number of sales was 
disappointing as sellers were very reluctant to dispose 
of their assets. Only 22 units changed hands for further 
trading and Greek owners were prompt and efficient 
purchasing possible candidates. Prime was certainly the 
most active together with Eletson who purchased MT 
Noemi and MT Senatore of 75,000 dwt built 2004 Samsung 
for $44,000,000 en bloc. It is also worth to note that most 
vessels sold were built between 2003 and 2008.  
No owners were willing to dispose of their modern ships. 

As to the Panamax (LR1 included), we only saw five vessels 
entering the fleet in 2014 against an anticipated number of 
14 units at 1st Jan 2014. The total orderbook by end 2014 
consisted of 46 units among which 13 are due in 2015. 

OBO second hand market
There is finally some small activity to report this year 
since we could notice seven units changing hands for 
further trading among those five modern VLOO and the 
“Cape Viewer” of 170,000 dwt, built at Daewoo in 1992 
and sold for $8,300,000 at auction. Two units were 
scrapped but Klaveness contracted six new 80,500 dwt 
units in China for delivery in 2016 & 2017.

M/T Palva sold by 
Lacus Ltd to Transport 

Maritime St-Laurent Inc.
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Tomorrow’s market 
The 1st Jan 2015 officially marks the end of a long gone 
trading specie, Single Hull Tankers. They are now banned 
from trading in US waters. This will certainly not affect 
the market but this is the final conclusion of the 1990 
OPA which followed the Exxon Valdez accident. On the 
regulation side, among other things, owners will need to 
install one ECDIS system onboard vessels latest by July 
2015. This year will also be crucial for the Water Ballast 
Treatment System issue as it remains to be seen which 
one will be approved in the U.S. 

Going back to basic, the capacity of transport has been 
multiplied by two from 2008 to 2014 while demand 
only increased by some 25%. We are in an overcapacity 
situation which shall remain for at least another two to 
three years. To compensate that, only massive scrapping 
could assist but this is unlikely to happen; not only 
because the fleet is extremely young but also because 
the crude tanker fleet is owned in multiple hands, with 
different age profile and obvious conflict of interest 
between owners enhanced by astute charterers policies 
protecting their own interest. 

The supply/demand ratio expected in 2015 should 
continue to serve owners’ interests. The expected 2015 
deliveries are reasonable compared to 2016. Thus, 
2015 could represent an attractive window for selling 
“middle age” units from 15 to 5 years of age. Second 
hand values ended strong in December 2014 and the 
winter period (offering favorable spot rates), the low oil 
price (increased trading) and the resurgence of contango 
(floating storage requirements) will maintain or push 
tanker prices even further up during the first half of 
2015. Whether prices will remain strong in the second 
half of 2015 or show a declining curve will depend on 
how soon owners anticipate the impact of tonnage hitting 
the water in 2016. Nevertheless, on the medium term, 
prices will have to come down. The onwards deliveries 
and the number of ships scrapped should be crucial 
because spot rates will most probably suffer again from 
the charterers’ abilities to keep them low or reasonable  
in a quite balanced market situation. 

So to conclude, if owners want to live expectations and 
not idealize hopes, they will need to scrap, refrain from 
ordering, focus on resales, slow steam and be very 
reactive to sale opportunities.

THE SECOND HAND MARkET  
FOR THE MR1 SEGMENT

An enchanted interlude
The second hand market for the MR1 segment (Handies 
from 25,000-49,999 dwt) and MR2 (41,000-56,000 dwt) 
in 2014 was similar in nature to 2013 in its seasonality 
and its volatility. For all that, due to the massive 
overcapacity, MRs no longer seem to be the ideal 
vehicle for investors, who have been disappointed by its 
performance in terms of asset play.

Sales volumes rose slightly in 2014 (106 transactions 
versus 98 in 2013) and, as we predicted the previous 
year, the somewhat surprising optimism of prices in the 

first quarter suffered a sharp correction. After reaching 
a peak in March, prices fell 15% until November (falling 
from $29.2m for a five year old MR2, to less than $25m), 
before recovering to coincide with the unexpected bright 
spell for freight rates in the final quarter. 

Significantly, prices from January to January lost nearly 
10% (in contrast to an increase in the same period of 
28% for the VLCCs and 43% for the Aframaxes!). One had 
almost forgotten the two major problems in this segment: 
the tonnage overcapacity on one hand and, on the 
other, the fact that this overcapacity is primarily made 
up of modern ships (with 30% of the fleet aged under 
five years, and the equivalent of around 20% of the 
MR2 fleet in service scheduled to leave the shipyards in 
2015/2016). Incidentally, of the 106 sales recorded, the 
average age was just four years. 

A significant part of the massive liquidity available in 
financial markets in 2014 had the good sense to invest 
in re-sales, therefore having no additional impact on 
the supply of tonnage. Indeed, a significant feature 
of 2014 has been both strong volumes and values in 
the resale market. No less than 40 ships built in 2014 
or deliverable in 2015 changed hands, with prices 
surpassing $40m for the most sophisticated vessels. 
Without doubt, vessels for 2015 delivery had benefited 
from competitive order prices in 2013, which in turn 
allowed sales at a significant profit. We noted during 
the year a withdrawal of “Wall Street boys” and the 
return of more industrially-oriented shipowners, with 
no less than 20 re-sales picked up by BW alone! Next 
followed Navig8, Sinokor, Maersk and Scorpio who have 
been more discreet in this market segment in 2014. 
The success of the resale phenomenon can be explained 
by investors’ preference for very liquid commercial 
assets, which can provide cash-flow without waiting 
two years or more.

New orders have been on the whole reasonable (47 MR 
and 29 Handies). As in previous years, demolition continues 
to be fairly insignificant (3.5% of the fleet scrapped for 
the Handies, and only 0.9% for the MR!). This underlined 
once more the need for shipowners to curb their ordering 
enthusiasm, as their orders are mathematically equivalent 
to the increase in tonnage supply. 

Prospects for 2015
At first glance, all the ingredients are there for a massive 
resumption of newbuilding orders. Shipowners’ investment 
capacity has been stimulated by the ‘enchanted’ period 
of rates seen since September – these in turn have 
been indirectly resuscitated by the sharp fall in crude 
oil prices and the consequent increase in ton-mile 
demand for oil transportation. One must also consider 
the improvements in shipowners’ margins given the 
falling bunker price and historically low interest rates. 
For shipbuilders (South Korean for two thirds of this 
segment), the pressure on price is enormous and the 
collapse in dry bulk ordering has taken over from the 
devalued Yen as the element driving prices down. 
This being said, the potential decline in prices will likely 
be less than 10%.
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Rather, we believe that the biggest investments will come 
in the LR1/LR2 segment and crude tankers in 2015 due 
to the fact they have proved the best bets for investors 
in 2014; moreover, the prospects for price increases in 
the Handy/MR segment will inevitably be constrained 
by the scheduled arrival of an average 16 ships per 
month in 2015. Overall, for second hand prices, we see 
a moderate to low price increase but without the heights 
reached in the first quarter of 2014. After that, the 
price increase should come quickly to an end when the 
enchanted interlude of rates… comes to a close.

PRODUCTS LR1/LR2

LR1
Overall 2014 proved positive for owners with improved 
daily net returns during the second half of the year. This 
segment has evolved into a flexible compromise for traders 
between LR2 and MR2 as they made a better integration of 
these sizes of ships into their trading patterns. 

Owners average daily net returns increased by a mere 
12% compared to last year though supported by lower 
bunker costs. 

In the East of Suez, LR’S, benefited from improved demand 
as a result of increased refining capacity in the Middle 
East Gulf. In contrast, the West of Suez market experienced 
lower demand because of a stagnant USG market and 
fewer summer cargoes from the Continent to West Africa. 
However, there was a notable increase in fixtures ex-West 
Africa and Black Sea compared to 2013.

With continued consolidation anticipated in the LR1 
segment (i.e. larger owners incorporating more tonnage 
from smaller owners) and few new building deliveries 
expected, most owners hold a positive view to the 
year ahead.

LR2
The LR2 market was active thanks to charterers appetite 
to lift larger stems. 

West of Suez, the number of stems fixed on LR2 
increased on the back of greater volumes lifted ex Black 
Sea (10% of overall West activity); in the same manner 
USG market picked-up with charterers tendency  
to stem-up from the traditional MR1/2 size. 

Because of length restrictions (max 250m LOA) at ports 
like TUAPSE and MONGSTADT some of the freshly 
delivered units (Captain and STI series) had to concentrate 
on different markets, locally restricting competition.

In the East of Suez, traders started to actively market the 
production of the new refineries, in particular SATORP 
in Jubail (J/V between Total and Aramco), gradually 
switching from MR2 to larger sizes, both for short and 
long haul voyages. This should continue in 2015 with 
two important new refineries to come on stream in the 
region next year: located in Yanbu and UAE, they will 
generate around 300,000 bbl. of product per day. 

Middle distillates, mainly low-sulphur gasoil, were 
exported to Europe and owners seldom managed to 

NORD GERANIUM 
December 2013. Photo by Kasper Esmero, 

Coating Supervisor, NORDEN Before 
launching from GSI Shipyard

nicely combine with Naphtha stems moving from UKC 
or Med to the Far East which boosted their earnings. 
A strong backhaul market from North Asia to South East 
Asia also helped healthier daily net returns.

TCE for LR2’s averaged $20/21,000 per day for the year 
but the first six months dragged figures down compared 
to a stronger last six months when earnings exceeded 
$30,000/day.

PRODUCTS HANDY AND MR
2014 has been over all positive for the Handy size and 
MR product carriers owners. Demand in the West was 
increasingly good in respect of 2013 that was already a 
better year. 

The Handy units (35/41kt MT dwt) units predominantly 
trade within Europe for the local domestic trades and 
only very rarely perform long haul voyages (to the United 
States or West Africa). The global demand has been good 
throughout the year with a stronger activity for the 
first quarter and an unexpected very strong spike for 
the last quarter of the year. This impressive increase of 
the demand started much earlier than the previous two 
years (end September early October) with freight rates 
rocketing up very fast. The competition from the MR’s 
was not as strong this year for the cross zone cargoes 
unless a substantial premium was paid. The presence 
of MR’s in the Mediterranean zone remained strong 
throughout the year, with numerous Palm oil ships and 
vessels coming from the USG with ULSD cargoes when 
the arbitration was open. An interesting trend was this 
of MR vessels performing voyages to the Red Sea and 
Middle Eastern Gulf on a very regular basis, adding to 
the usual West Africa and sometimes trans-Atlantic runs 
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(trades that do not fit the smaller Handy). The Tuapse, 
Milazzo and Skikda stems were very often lifted on LR2 
units like in the previous year, hence taking away a large 
quota of cargoes that once used to be covered by the 
smaller units (Handy and MR).

The Handy worldwide fleet counts 463 units with an 
average age of 10 years and only 19 newbuildings were 
delivered in 2014. The limited supply of these ships does 
not seem to have benefitted to the rates level, yet the 
orderbook remains short compared to other sizes.  
The average TCE for 2014 was close to $15,000/day.

The medium range (45,000/56,000mt dwt) enjoyed on 
average a decent year 2014. The TC2 (Northern Europe 
to the United States) formerly considered as a benchmark 
for this segment of the market was very depressed to 
the exception of some punctual small peaks. Average 
TCE for this run was circa $9,000 for the year. TC14 
(USG to Europe) increased in volume as a consequence of 
strong exports from the USA but freight rates and results 
remained disappointing. 

Even though these ships outnumber basically any other 
size of tanker ships, owners keep on placing orders 
and at this stage it seems clear that MR’s will gradually 
replace Handy in the medium/long term to take over also 
the short haul trades. The current earning for 2015 are 
close to $15,000/day.

The Worldwide fleet reaches 1,121 ships with an average 
age of 7.5 years with 80 newbuildings delivered in 2014. 
With 138 units (12% of the existing fleet) to be delivered in 
2015, early months of 2015 may be hectic for MR2 owners.

VEGETABLE OILS

Soya & Sunflower oils + Biodiesel  
(Argentina/Brazil/Black Sea to  
China/India/Europe/Caribbean)
South America exported a similar quantity of veg oils  
in 2014 compared to the previous year to reach about 
5.2m tons of Soya Bean oil.

Biodiesel (SME) exports from Argentina increased 
significantly to reach a level similar to this observed back 
in 2012 with approximately 1.5m tons (two thirds of SME 
exported went to Europe).

Asia was the main import area for veg oils with 88% of 
the total exported. About 115 MR1s and MR2s were 
fixed from South America to Asia. India was the leading 
importer with nearly 2m tons (twice as much as in 2013!) 
China and Iran were the other two main destinations. 

Freight rates have been pretty stable throughout the 
year with an increase at the end of the year led by a 
strong oil products market in the Atlantic area. Rates 
to India varied from mid-$40’s to low-$50’s per ton 
producing daily returns around $12,000 per day for ships 
open in Argentina. Sunflower oil exports from the Black 
Sea followed the growing trend of the last two years with 
about 35 MRs chartered to Asia in 2014 (15 more ships 
compared to 2013), of which 22 were fixed to India.

Rates from the Black Sea to India varied from low-
$40’s to mid-$50’s per ton, giving average daily returns 
between $13,000 to $16,000 per day for a ship open in 
the Black Sea.

product tanker Freight Rates

$/DAY
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Palm Oils - (Indonesia and Malaysia  
to Europe, U.S.A. and WAFR)
The number of MR1s and MR2s utilized on this trade 
went up 12%: about 250 spot voyages were concluded, 
up from about 225 in 2013. 66 newbuildings (48 MR2s of 
which 18 for Scorpio + 18 MR1s of which 11 for Scorpio) 
were fixed with palm oil for their first trip; compared 
to 55 units in 2013 and 31 units in 2012. By the end of 
2013, we were counting 106 units of IMO II/III MR2s to 
be delivered from Asian yards in 2014 but the actual 
number of ships delivered was “only” 82 units; this 
difference lays essentially in deliveries slippage.

In January 2015, the orderbook of IMO II/III MR2s Asian 
built due for delivery 2015 consisted of about 134 units, 
including 15 commercially controlled by Scorpio plus 
15 units by Shell; apart from those two, the ownership of 
MR2 to be delivered is quite fragmented.

MR1 deliveries will be more concentrated, to say the 
least: 37 units are expected to be delivered, of which 
22 (!) for Navig8.

The daily returns for MR2 tankers carrying palm oils 
averaged about $18,800/day, slightly down from about 
$19,200/day in 2013. STENAWECO was again the most 
active operator with more than 55 MR2s on the water 
with palm in 2014 (in and/or out), similar to 2013.

The big uncertainty will be the price of Gasoil vs Palm 
oil and the incentive (or not!) to produce bio diesel 
when Gasoil prices are $100 cheaper than Crude Palm 
Oil (as opposed to $100 more expensive, as an average, 
during 2014).

PERIOD
Compared to 2013, the overall TC activity has increased 
by 34% for crude ships and 21.5% for the product tankers. 
Owners generally managed to obtain higher TC rates in 
particular for modern and well approved units, but the 
MR market was sluggish as it had difficulty to absorb the 
newbuildings (19 MR1 + 110 MR2).

As the market trend appeared inconsistent, charterers 
often focused on short/medium term with options. Yet, 
some strategic interest for fuel efficient ‘Eco’ tonnage 
materialized into three to five years deals. Q4 was more 
active for larger units with charterers looking for coverage 
both on LR1 and LR2 and VLCC/SUEZMAX.

The end of the year was very active for larger crude units 
as charterers were looking for floating storage capacity. 
Hire rates reached $32,000 basis one year for SUEZMAX 
and $40,000 for VLCC.

Ship category Period
2014 TC RATE 

(average) 2014 vs 2013

VLCC 12 months $21,803/day 9%
36 months $29,750/day 19%

SUEZMAX 12 months $18,596/day 23%
36 months $23,800/day 9.3%

AFRAMAX 12 months $14,712/day 17%
36 months $18,701/day 24.6%

LR2 12 months $15,946/day 2.8%
36 months $18,325/day 14.5%

LR1 12 months $14,931/day 1.2%
36 months $16,300/day 3.4%

MR2 12 months $14,068/day 2.3%
36 months $15,425/day 12.1%

MR1 12 months $13,179/day 3.3%
36 months $14,750/day 5.3%

2015 will be an interesting challenge for owners: on the 
crude side, only 83 deliveries are expected and the likely 
scenario should remain positive as long as cheap oil and 
Far-East demand remain.

For the product market, one can fear that in spite of 
renewed appetite for LR2/LR1, the expected growth of 
the product tanker fleet by more than 10% (214 ships)  
will help charterers to keep some control on hire rates.

MT FS PHILIPPINE  
19,100 dwt product tanker, 

built in Viana do Castelo 
in 2005, sold by SEA-Tankers 

in Bordeaux
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Chemical/oil tanker, 6,974 dwt, 
delivered in 2008, commercially 
operated by Uni-Chartering
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chemical & 
small tankers
ARE WE SEEING  
THE END OF THE TUNNEL 
OR IS THIS LIGHT YET 
ANOTHER ILLUSION? 

after six years of crisis, chemical tanker owners are 
in need of higher returns to really look at the future 
with optimism. With a reasonable fleet increase, 
the trend towards a strong balance between supply 
and demand seems established however cargo 
volumes have not increased as much as expected, 
limiting the recovery pace of freight markets. Financial 
results for shipowners varied in relation to their trade 
patterns, vessels’ sizes and capital costs. Shipowners 
continue to adapt to changing environments through 
commercial or financial joint ventures.
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IS THE CURRENT FLEET GROWTH 
JEOPARDIZING RECOVERY?
2014 has seen an increase in both newbuilding deliveries 
and new orders for stainless steel chemical tankers, 
compared to previous year. Until recently stainless steel 
newbuilding orders nearly came to a standstill with 
marineline and epoxy coated tankers more in demand. 
This is positive news for charterers of high grade 
chemical and acid cargoes requiring stainless steel tanks. 
Of course, a large part of bulk chemicals are shipped in 
coated chemical tankers and even on larger MR IMO2 
vessels which are largely contributing to the tonnage 
size increase.

The growing number of stainless steel tankers results of a 
combination of parameters such as a favorable exchange 
rate of the Japanese Yen, low interests rates, attractive 
price of stainless steel and the increasing availability of 
slots in shipyards.

The latest deliveries and recent orders are essentially 
focused on standard design 20/25,000 dwt and 
35,000 dwt upgraded to “Eco Designs” with features 
such as scrubbers, ballast water treatments and noise 
reduction systems to cope with new environmental 
regulations. Orders for multi segregation designs and 
parcel tankers remain scarce. 

The current chemical tanker orderbook amounts to about 
12% of the existing fleet in dwt terms. In accounting 
the expected scrapping activity, we anticipate an overall 
fleet growth of about 3%. At first glance, this should not 
contribute to worsen the general oversupply of tonnage 
though that may vary depending vessels’ size.

The smaller size segments (below 16,000 dwt) are still 
not being renewed. Unless traded in niche markets, 
returns for the small chemical tankers are considerably 
lower when compared to investments made in bigger 
units. The orderbook for smaller stainless steel tankers 

chemical tanker Fleet per year of delivery - (3,000 - 25,000 dwt)

No. of Ships
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The orderbook for smaller 
stainless steel tankers represents 

only 2% of the existing fleet.

Chemical and Small Tankers 
market may recover faster 

than other segments.
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represents only 2% of the existing fleet. On the other 
hand, the fleet age profile offers an important scrapping 
potential which may result in a negative fleet growth. 
Provided freight rates increase to reasonable levels 
above the operating expenses, a timely investment in this 
size could prove a wise opportunity for regional markets 
experts. The reasonable increase in supply does not put 
the market in fundamental danger, provided forecasted 
growth in demand follows. 

ARE THE CARGOES TRADED INCREASING 
ENOUGH TO IMPROVE VESSEL UTILIZATION?
With the slow recovery of the World economy, industrial 
and manufacturing growth is moving at a slower pace. In 
correlation, demand for seaborne chemical transportation 
increased by only 2 to 3% instead to the expected 5%.

Thanks to the use of shale gas as a cheap energy source 
for Chemical plants, chemical exports from USEC to Europe 
and from USWC to China increased during the first quarter 
of 2014, but then slowed down in the second quarter.

Exports of processed chemicals also increased in the 
Middle East, predominantly being shipped on the larger 
and more basic MR chemical tankers. There is also an 
increased production of specialty chemicals grades which 
require more sophisticated parcel tankers, including vessels 
with a higher number of tank segregations.

Palm oil shipments contributed largely to the sustained 
deep sea trade from Asia to Europe, mainly on the larger 
Chemical Tankers.

China’s global manufacturing slow-down is directly 
effecting the nation’s chemical needs. Although it is still 
the biggest importing region for chemical products from 
the Middle East and the U.S., these long ton/mile trades are 
shrinking. While China is increasing its refining capacity 
with a view to become self-sufficient in chemicals, many 
Chinese producers already turned their focus to the 
international markets. Chinese export volume increased 
in 2014 and this growth is expected to continue in 2015. 
Others Asian countries are developing chemical production 
industries, both exporting and importing more cargoes, 
creating new short-haul trade lanes offering ship owners 
opportunities to exploit the intra-Asian markets.

The reduction of bunker costs helped shipowners and 
operators to improve their margins. The decrease in oil and 
bunker prices also lowers gross freight rates for charterers. 
Most of the COAs now include Bunker Adjustment terms 
which should put the freight rates up in case of a reverse 
trend on bunker prices. In all logic, charterers are trying to 
secure longer contracts and are inclined to accept optional 
years even at relatively high premium rates, all of which 
are signs of an expected increase.

Enforcement of SECA regulations in Europe and in the 
USA will raise the bunkers costs element which will 
transcript in about 40% of a total voyage costs for a 
typical Transatlantic voyage calling several ports in US 
and in Europe.

21,000

19,000

17,000

15,000

13,000

11,000

9,000

7,000

5,000

 6,000 dwt - IMO 2 coated  13,000 dwt - IMO 2 coated  16,500 dwt - IMO 2 coated  19,000 dwt - IMO 2 stainless steel  

$

time charter rates - basis 1 year 

01
/2

00
7

01
/2

00
8

01
/2

00
9

01
/2

01
0

01
/2

01
1

01
/2

01
2

01
/2

01
3

03
/2

00
7

03
/2

00
8

03
/2

00
9

03
/2

01
0

03
/2

01
1

03
/2

01
2

03
/2

01
3

05
/2

00
7

05
/2

00
8

05
/2

00
9

05
/2

01
0

05
/2

01
1

05
/2

01
2

05
/2

01
3

07
/2

00
7

07
/2

00
8

07
/2

00
9

07
/2

01
0

07
/2

01
1

07
/2

01
2

07
/2

01
3

09
/2

00
7

09
/2

00
8

09
/2

00
9

09
/2

01
0

09
/2

01
1

09
/2

01
2

09
/2

01
3

11
/2

00
7

11
/2

00
8

11
/2

00
9

11
/2

01
0

11
/2

01
1

11
/2

01
2

11
/2

01
3

01
/2

01
4

03
/2

01
4

05
/2

01
4

07
/2

01
4

09
/2

01
4

11
/2

01
4

01
/2

01
5

BRS - 2015 annual REVIEW 53



FLEET OPTIMIZATION REMAINS THE BEST 
WAY TO IMPROVE RETURNS AND ADAPT 
TO CHANGING MARkETS
Eastern Pacific Carriers and Ace Tankers formed a 
Commercial Management agreement marketing their fleet 
jointly under Ace Quantum. 

Cargo producers and traders Golden-Agri-Resources and 
shipowners Stena-Weco created a joint-venture which 
purchased and chartered chemical tankers protecting 
their established market positions for the transportation 
of vegetable oils and chemicals. Further commercial 
consolidation could follow in 2015. 

Large Investment funds have been scrutinizing 
opportunities for distressed assets acquisitions. Owners in 
need of capital, such as Eitzen benefited from an important 
new fund restructuring and are now branded under their 
new name of Team Tankers International.

Investment funds also moved to Newbuildings contracting, 
mainly in the larger chemical tanker segments. Oaktree 
Capital Management and Navig8 Chemicals joined forces 
to contract a total of 18 ships in Korea in addition to 
the orders already placed in Japan, all due for deliveries 
in 2016 and 2017. 

Shipowners from other shipping horizons decided to 
diversify as new comers into chemicals. BW has acquired 
a fleet of 20,000 dwt stainless steel chemical tankers. 
Celsius Shipping is cooperating with Odfjell on a purchase 
and lease-back scheme. Borealis Maritime have taken 
over Euroceanica’s crystal Pool fleet, enlarging its existing 
chemical and small tankers’ fleet.

In China, companies such as SinoChem, Great Horse 
Chemical, Sanhan shipping, North Wind International 
shipping expanded their fleet through newbuilding orders 
and second hand purchases. 

Stolt Nielsen reinforced its long established market 
player position. Odfjell engaged into a cost efficiency 

improvement policy including lease and charter back deals 
but also a significant staff reduction in Bergen.

Opposite feeling for MISC Berhad who partially exited 
the game in selling their stainless steel tankers and Imo2 
chemical tankers, probably judging an uncertain outlook. 

CONCLUSION
With a slight but established upward trend, Chemical and 
Small Tankers markets seems recovering quicker than 
some other segments, subsequently dragging interest 
and investors.

M/T Lessow Swan 
Chemical/oil tanker, 
6,974 dwt, delivered 
in 2008, commercially 
operated by  
Uni-Chartering

FOCUS ON INTERMEDIATE CPP TANkER 
MARkET IN NORTH WEST EUROPE
The year 2014 started off on a rather quiet note. Due to 
minimal ice forming in the Baltic, the first months did not 
generate so much of the traditional seasonal peak levels.

Despite a gloomy Q2, second half of the year was rather 
positive from an owners perspective, with a high demand 
for intermediate tankers in NWE. Poor market conditions 
prevailing at the beginning of the year decided some owners 
to send tonnage away on long haul voyages. This gave back 
to the usual players much more control over the market, 
which combined with an increased demand really improved 
Q3 and Q4. 

We anticipate that SECA regulations in force as from 2015 
will keep away outsiders and from the NEW market, giving 
the established owners some relief in the area.

With owners currently investing far more in MRs, the order 
book for intermediate tankers is very limited; should that 
trend continue, the average fleet age could reach 15 years 
by 2020. 

Owners can look positively entering year 2015 that should 
embrace the end of year 2014 momentum.
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THE SECOND HAND MARkET  
FOR SMALL TANkERS AND CHEMICAL CARRIERS 
(3,000-25,000 dwt)
2014 has confirmed what we suspected in previous years, 
namely the impossibility of the segment as a whole to 
get out of its slump by relying on its own forces; good 
or bad news can only come from the external economic 
environment. If one considers the glass half-full, one will 
observe that sharply lower bunker prices, combined with 
rock-bottom interest rates, have enabled the shipowners 
concerned to improve their operating margins – which is to 
say, for the majority of them to lose less money.

How many more years must we wait to rediscover a 
balance between supply and demand? It is certainly not on 
the tonnage side where the most hope lies: only 31 ships 
(316,000 dwt) were scrapped in 2014, which represents 
a noteworthy increase; with an average demolition age 
of 30 years, the market is in the grip of a well-known 
negative effect in the absence of a strong regulating 
force: the weaker the profitability in a sector, the more 
incentive there is to keep operating the oldest ships 
which have already been amortised, thus aggravating the 
overcapacity. As such, one can wonder about the possible 
harmful effects on maritime security, which are typically 
exhibiting deteriorating statistics after an enduring crisis, 
and the tendency of certain fleets to play with their survey 
extensions, seeking a fifth and sometimes even a sixth 
Special Survey. 

155 sales have been recorded in 2014 (of which 55 were 
stainless steel tankers). Prices were again dictated by the 
law of the most desperate seller but we note for the first 
time a sustained demand for ‘modern’ vessels, ie built 
since 2008, which put sellers in a slightly stronger position 
(subject to the patience of their financiers of course). 
The average age of the vessels sold in 2014 was eight years.

If demand for chemical products and tankers is still a 
function of global growth, the redistribution of new 
refineries in favour of exporting countries radically 
complicates the equation for the smallest vessels. Indeed 
these are principally dependent on the strength of their 
respective domestic markets. As in previous years, 2014 
offered a premium to the biggest ships and as a result 
ships over 15,000 dwt represented a third of the sales 
during the year. We find this tropism in the orderbook: the 
weakness of the Yen has encouraged a series of orders for 
Japanese stainless steel vessels of between 19,000 dwt 
and 25,000 dwt but very few orders of smaller vessels. 
Nordic Tankers’ order for twelve 24,000 dwt stainless 
steel vessels in China (Avic Dingheng) confirmed that fleet 
renewal will be achieved through larger sized vessels.

As for the MR market, the fresh money did not come from 
the investment funds but from industrial owners: the 
two biggest buyers were Navig8 with the order of eight 
25,000 dwt stainless steel tankers from Kitanihon, and 
especially BW with no fewer than 10 ships purchased from 
EGD/Utkilens (built at Fukuoka and Shitanoe). The latter 
lifted the market price of a 20,000 dwt stainless steel 
Japanese resale close to $35m, an increase of more than 
10% in one year.

PROSPECTS FOR 2015
The market over 20,000 dwt will certainly continue to 
distinguish itself (leaving behind the rest of the fleet), and 
should see values maintained or even increased. The price 
of ships built after 2006 should also resist downward 
pressure. But outside these two islands of good news… 
one should not nurture a surfeit of hope. 

M/T Chem Lyra 
Chemical/oil tanker, 
17,055 dwt, delivered 

in 2009, commercially 
operated by  

Ace-Quantum 
Chemical Tankers
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g/t “Bougainville” 5,000 cbm 
fully pressurized LPG tanker -  
Delivered by Murakami Hide 
Shipbuilding in September 2014 
on time-charter to Geogas
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lpG
2014 – THE MOST 
MEMORABLE YEAR  
FOR THE LPG INDUSTRY. 
BUT ARE THE GOOD  
YEARS BEHIND US?

The beginning of 2014 seems like eons ago as 
far as the market is concerned. The optimism 
of owners and traders alike has since begun 
to fade, and the excitement of Shale Gas 
production and new american export facilities 
has begun to lose its charm.

BRS - 2015 annual REVIEW 57



11
number of orders placed in 

2014 for the first ever Vlec’s 
to meet the burgeoning 

ethane trade from the usA.

 J F M A M J J A S O N D 

2013

 J F M A M J J A S O N D 

2014

AG/Japan - VlGc spot rate 2014

160

140

120

100

80

60

40

20

0

Taking a birds eye view of the LPG segment, 2015 is 
looking to be a difficult year. Those record high earnings 
for VLGCs have already peaked, and owners are now 
facing an orderbook of 83 vessels while a surprise fall 
in crude levels has left global LPG demand stagnant, 
and existing lifters having to cancel contract cargoes. 
The drop in crude prices has trickled down through the 
hydrocarbon chain and the traditional pricing valley 
between the LPG, LNG and Ethane gasses against the 
liquids has evaporated. What we are now left with, it 
seems, is a global oversupply of energy and a lot of 
people wondering where it will all go.

While the macro view of the energy world seems to be 
truly uncertain, there still remains some confidence and 
optimism when we begin to look at specific segments,  
for example, the VLGCs:

VERY LARGE GAS CARRIERS  
(70,000-85,000 CUBIC METERS) 
It is likely that 2014 will go down in history as the single 
most profitable year for VLGC owners and operators.

In January of 2014 owners had never seen the Baltic 
higher than the low 80’s, and throughout 2014 they 
would see it peak at very nearly double those record 
numbers.

The Baltic average sat at roughly 90$/ton for 2014, 
which for a modern ship at then prevailing low bunker 
prices lands you at roughly $2 million/month TCE. That 
was enough to encourage a substantial amount of asset 
activity and had the side effect of having all sorts of 
investors sniffing around the segment.

The VLGCs were rife with discussions about mergers, 
consolidation, and plenty of new names. Among them 
was Oriental Energy who reportedly ordered five VLGCs 
with delivery in 2016 (4 Jangnian and 1 HHI) along 
with the entire fleet of five VLEC’s from United Ethane 
Carriers and three further VLGCs on TC from Petredec. 
This puts a previously unknown company in control 
of roughly $1.4 billion worth of LPG carrying assets 
which will be used to supply China’s newfound PDH 
plant frenzy.

In addition to this Aurora, backed by some heavy 
wallets in Norway, has thrown their hat in the ring and 
purchased three VLGCs second hand, followed by a 
further six on order at HHI, heading toward their goal of 
a fleet of 12 ships.

While their expansion plans had begun well before the 
beginning of the year, Dorian’s orderbook has ballooned 

to 17 vessels, and amazingly all except for two are 
scheduled to splash down in the coming year. Avance 
had spent the better part of 2014 courting Dorian for 
a merger, but the on-again, off-again venture seems to 
have gone quiet for the time being. Following Dorian’s 
IPO however, Scorpio has decided to cash out their stake 
of the second largest VLGC owner in the world, and it 
seems their timing couldn’t have been better.

The rest of the orderbook tally consists of 6 left 
for Avance, 8 for BW, 8 for Shandong and 9 for 
Petredec (although 6 of those are against TC to Shell 
for 5-10 years), along with a few other vessels here 
and there. The grand total on order (including VLECs) 
stands at roughly 83 vessels. This is substantial when 
considering the existing fleet excluding floating storages 
stands at just over 160 ships making for an orderbook of 
over 50%.

While this orderbook will be staggered until 2017 
and 2018, there is no doubt that even in the best 
case scenario the VLGC segment will face downward 
pressure. There is nowhere this backwardation is 
more evident that the five to ten year TCs about to be 
concluded early 2015. Some TC rates are being fixed at 
below 1 million$/month for five years. That being said, 

2014 could remain for a long 
period of time a record year 
in terms of return for VLGC 

owners and operators.

($/TON)
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1 million$/month TCE is roughly where the market was 
sitting in 2012 and 2013; not only that but there is still 
quite a long road back down to those numbers, and 
plenty of milk left in the cow in the meantime.

There is also the possibility that the much discussed 
Panama Canal expansion can put some adrenaline in the 
veins of the VLGC segment sometime in 2016 all going 
well. In any case, we are likely to see the industry pump 
the brakes regarding the burgeoning orderbook and 
investor focus could start to shift elsewhere.

LARGE AND MIDSIZE GAS CARRIERS  
(35-70,000 CUBIC METERS)
The LGC segment has traditionally been generally quiet 
if only due to the fleet’s relative size. Depending on your 
definition there are about 20 ships on the water, some of 
which have been trading ammonia on long period TC.

Solvang announced three newbuilding orders for delivery 
end 2015 but two of them are already committed to TCs.

Despite the relatively small size of the LGC fleet,  
the spike in VLGC freight trickled down to the LGC 
market, due in no small part to the benefit LGCs can 
offer Panama Canal transit.

Sunoco and Gunvor both took LGCs in on short period 
TCs within 2014 at hire rates close to 2 million $/month,  
and Petredec was reported to have taken the Pazifik 
in for 2+1 years at just under 1 million$/month.  
This highlights a similar backwardation trend as seen 
in the VLs.

By comparison, the midsize segment saw much more 
fleet evolution throughout the year. While the average 
TCE of a midsize vessel rose modestly to around  
1 million$/month (pre 2008 levels) the orderbook 
has swollen to 30 (excluding the Evergas Dragon type 
27,500s orders which have grown to eight).

In addition, the Midsize segment has also welcomed 
some new faces previously unknown to the LPG industry 

including Byzantine, West Africa LPG and Thenamaris 
representing 8 of the 30 ships on order.

While the growth in midsize freight rates has been more 
modest, the long term TCs fixtures indicate a more stable 
and maturing segment when compared to the larger 
tonnage. Trafigura will take an Exmar Newbuilding  
in for three years at a reported 1 million$/month.  
A number of 12 month TCs have been concluded this 
year by Petrobras, Sunoco, Koch, Marubieni, SHV and 
CSSA as well as some Indian accounts generally between 
the 950,000 and 1 million dollar levels. 

Pemex has taking in an Exmar newbuild for 5+5 years 
with Purchase options, but it is likely to be a bareboat 
deal and there has been no info on rates.

It looks as though both LGCs and MGCs will endure any 
spontaneity from the crude markets, and owners should 
enjoy healthy market levels.

HANDY SIZE (15-25,000 CUBIC METERS) 
Since Navigator’s acquisition of the Maersk handy fleet at 
the end of 2012/beginning of 2013, the rates have done 
nothing but rise.

Like their midsize cousins, handy sized rates have settled 
around the 1 million$/month level and considering the 
orderbook, it looks as though they will stay there.  
Sibur will take two Navigator newbuilds (delivery 2017) 
for 5+5 years at this level; Hyproc, Trafigura, Naftomar 
and PDVSA have all bitten into 6-12 month TCs at or just 
above 1 million $.

The market is healthy and while the orderbook stands at 
roughly 40% of the fleet (which still is quite high), market 
sentiment for this segment is quite stable. Harry Vafias 
has thrown his weight behind four ice class handies as he 
looks to diversify a bit from the smaller tonnage, Odfjell 
is also splashing out with a handful of 17,000s and a 
handful of 22,000s (handful = 4). 

Ship to ship operation between  
two VLGC’s owned by Avance Gas. 

“Thetis Glory’’ & ‘’Venus Glory’’ 
83,700 cbm, built in Daewoo 2008 & 2009

Handysize market should 
remain strong in 2015 despite 
an orderbook for the segment 

which represents 40% of 
the existing fleet.
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There has been a fundamental change in the semi-
refrigerated market which has become evident in all 
sizes. The -48°C Semi-Refs of old are becoming few and 
far between on the orderbooks, and Ethylene capable 
tanks are becoming the status quo. Of the handy ships on 
order, 18 are ethylene capable vs 18 standard Semi-Refs 
(this again excludes the Dragon type tonnage). And while 
that doesn’t seem like much of a difference, the total 
Ethylene orderbook including VLECs sits at about 
50 ships, whereas the Semi-Ref orders are essentially 
just the handies.

There has also been a clear trend of ethylene tonnage 
growing in size. If VLECs are included the average size of 
an ethylene capable ship has grown to 32,000 cbm vs an 
average of 9,000 cbm from the existing fleet.

Long haul petchem trade has kept the handy sizes 
buoyant, however with crude prices taking a dive, 
the market interest in Ethane has gone from a boil to 
a simmer and petchem crackers enjoyed low feedstock 
levels from elsewhere.

Despite prices equating to an equivalent of less than 
100$/ton ex USG, the demand to convert storage and 
crackers to run on Ethane doesn’t seem to be worth the 
effort. The conversation could resume if crude prices 
rebound.

semi-Ref 22,000 cbm   
Monthly t/c rate 2014 (basis 12 months)
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CONCLUSION
With a few exceptions on the smaller sizes the LPG shipping industry experienced one of the best years for owners. 
2014 was busy with asset play and new entries, as well as a flurry of newbuildings and fleet evolution. While there 
is still appetite for investment, it is clear that the market in general will slow down from an adrenaline fuelled 2014. 
Hopefully the markets remain strong and do not drop too much in the coming years, and with the emergence of Ethane 
trade on the horizon, there is reason to be optimistic.

SMALL SIZES  
(12,000 CUBIC METERS AND BELOW)
Painting in broad strokes, the small segment has not 
enjoyed the same amount of success as the larger sizes 
in the industry. Semi-Ref tonnage has fared marginally 
better than the pressurized rates which have felt a 
decline in both the East and the West.

The slide in rates for the pressurized tonnage has been 
focused more on the second half of the year, however 
7,500 cbm sizes are holding steady relative to the smaller 
ships and recent demand for 7s has increased. The 
trend seems to be to larger tonnage in the West with six 
11,000 cbm ships for Epic, five on order for Petredec and 
reports of another trader with one on order; compared to 
about twelve 7’s on order. Most of the smaller tonnage is 
destined for coastal business in the East.

The orderbook in 2014 grew by a substantial amount 
with Stealth and Epic leading the pack.

The total orderbook for ships up to 12,000 cbm stood at 
79 vessels early 2015 with roughly 58 being pressurized 
tonnage. 

There is guarded optimism that rates in the small sizes 
will rebound in 2015, but at this stage it is hard to tell 
how things will progress.

LPG PRICING, SUPPLY, AND DEMAND
January Saudi CP in 2014 was 1,010$/ton Propane 
1,020$/ton Butane which has fallen consistently 
throughout the year to 425$/ton Propane 470$/ton 
Butane in January 2015. A similar price rout has been 
experienced in all markets. The effects from the drop 
in crude prices have resonated throughout the energy 
markets and have begun to upset the supply/demand 
balance.

Some countries may find 2015 an opportune time to 
reduce or eliminate their LPG price subsidies while prices 
are so low, India for example has fixed their subsidy 
program until March 2015 but may look to institute some 
changes during the renewal process.

The sentiment for 2015 remains largely dependent on oil 
prices and if you ask the outlook from five people you 
will likely get five different answers, but few are likely to 
be positive, at least in the short term.

THE SECOND HAND MARkET FOR LPG CARRIERS

VLGC 
11 vessels were reported sold in 2014 which for this 
market segment represents a pretty active market as it had 
already been in 2013. Three units of 4/5 years old went to 
Aurora for a reported price of circa $75/80 m each.  
It is interesting to note that this is likely close to the 
price at which Aurora ordered their VLGC Newbuilding in 
Korea for a 2016 delivery. Chinese buyers paid $55m for 
a 1999 built Japanese owned vessel. 

Older units were also able to achieve very satisfactory 
sale price in relation to high returns on the charter market; 
Japanese owners obtained circa $30m for ships built in the 
mid 90’s. 

No scrapping was recorded in that size segment.

HANDYSIZE 
After having sold two VLGC, Exmar continued to dispose 
of their older ships in selling two 20 years old 35,000 cbm 
for a reported price of abt $34 million each. A couple of 
years ago, for that amount of money buyers purchase 
15 years old similar units. 

No scrapping recorded in that size either.

LESS THAN 12,000 CBM 
The sales reported this year were mainly for pressurized 
tonnage built early to mid 1990’s at prices ranging 
between $2 to 5 million, pretty much in line with previous 
year’s market. 

Two ships of 9,500 cbm built in 2006/2007 were reported 
sold at $25 million each against a long time charter back; 
another two units of 7,200 cbm built 2010 went for 
$19 million each. 

On the Ethylene market front, NGC sold two units of about 
8,500/10,000 cbm built 2003 for a reported price of mid/
high $20’s million against a long charter-back commitment.

23 vessels were reported sold for demolition, mainly 
1980’s built tonnage although a few early 90’s built 
ethylene carrier were reported sold too. All along the year, 
demolition price were quite attractive holding in the range 
of $450/500 per ldt.

BRS - 2015 annual REVIEW 61



Yari LNG 159,800 cbm, 
TFDE propulsion, delivered 
to Cardiff Gas in 2014 by 
Daewoo Shipbuilding and 
Marine Engineering 
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lnG
RECORDS, BUT ALSO 
SOME CONCERNS

2014 was an exceptional year for lnG transport: 
a record number of newbuilding contracts, a 
large number of technological breakthroughs 
in propulsion techniques, and confirmation of 
the implementation of the Yamal project and its 
aRC 7 ice-class lnG carriers.  
 

In parallel with this rather favourable 
environment, a certain number of worrying 
signals appeared during the year, including the 
spectacular fall in the price of oil, as well as the 
difficulties in worldwide shipbuilding, which had 
repercussions on the distribution of lnG orders 
among the four main South Korean yards.

BRS - 2015 annual REVIEW 63



1

7
11

35

25

29

2

13

13

13

13

12
3

4

2

7
2

395
number of ships  

in service by end of 2014.

148
number of ships  

on order by end of 2014.

A FAST-GROWING FLEET
In 2014, 65 LNG carriers over 145,000 cbm were ordered 
at the seven shipyards worldwide capable of building 
vessels of such size. This number represents a significant 
increase from the 35 contracts placed in 2013 and 
34 in 2012. In this context, DSME’s performance was 
exceptional, with 39 contracts signed in 2014 including 
15 ice-breaker LNG carriers for the Yamal project.

Yamal’s three liquefaction trains, each with a capacity of 
5.5m tons/year, are under construction and on completion 
will require up to 17 ice-breaker LNG carriers to assure 
the LNG transport. Eventually, these ships will have the 
capacity to transport LNG in both winter and summer by 
the west route, before effecting a cargo transhipment at 
a European port still to be nominated. During the four 
months of summer, the ice-breaking tankers will use 
the Northeast route and serve clients directly in Asia. 
The 15 ice-class tankers, costing around $320m each, 
have been ordered by Teekay (six), MOL (three) and 

Sovcomflot (1+5). Delivery of the first ship is scheduled 
for 2016.

For DSME, these 15 ships earmarked for the YAMAL 
project come in addition to the 24 conventional LNG 
carriers ordered in 2014 at the yard. DSME has thus set 
a record with 39 LNG orders in 2014, more than the total 
number of LNG orders placed worldwide in 2013. By 
comparison, Samsung Heavy Industries recorded 7 new 
orders in 2014 and Hyundai Heavy Industries 5. Chinese 
shipbuilder Hudong-Zonghua strengthened its vital position 
in the LNG market with four orders for the Chinese oil 
company CNOOC. Meanwhile Japan’s shipyards recorded a 
total of seven new orders (3 at JMU, 3 at Kawasaki Heavy 
Industries, 1 at Mitsubishi Heavy Industries). 

Thirty-three LNG carriers were delivered in 2014, of 
which just seven had a capacity over 170,000 cbm. 
Some 80% of these deliveries were vessels between 
147,000 cbm and 165,000 cbm ordered in 2011, 
approximately one third by Greek shipowners.

lnG carrier deliveries above 147k cum by size range
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Yamal project will require up to  
17 ice-breaker LNG carriers 

at maturity. 15 units have been 
ordered at DSME to cover the needs.
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At the end of 2014, the LNG carrier fleet in service 
totalled 395 ships, while the orderbook comprised 
148 ships with deliveries stretching until 2020. With the 
orderbook representing around 40% of the fleet in the 
water, this state of affairs is unprecedented and reinforces 
several of our concerns for the years to come.

Given the growth in the orderbook in 2014, it is important 
to note the types of new ships ordered by owners.

Firstly, the cargo capacity of the ships has progressed and 
is now focused above 170,000 cbm. More than 100 of the 
LNG vessels on order are over this size. It is a noteworthy 
development, because we are approaching an optimum 
size which represents a compromise for the various major 
routes. These ships (less than 300 metres in length and 
under 50 metres wide) will be able to pass through the 
expanded Panama Canal and will offer real flexibility 
when it comes to accessing the main discharge ports, 
particularly in Asia. 

In terms of cargo containment, membrane systems remain 
the preferred option with around 120 ships on order 
equipped with this technology. An interesting point to 
note is the development of a new membrane system by 
Samsung Heavy Industries; it will be installed on two 
vessels ordered by South Korean owner SK Shipping.

The Japanese yards continue to offer the prismatic 
technology, chosen for three ships in 2014, and the MOSS 
system, which will be used on a further six ships. Hyundai 
Heavy Industries also signed a contract with Petronas 
during the year using the MOSS technology. These are 

developments on the margins of the market, however, as 
the membrane technology still holds a 90% market share.

Regarding vessel propulsion, it is worth noting that 
“Dual Fuel Diesel Electric” (DFDE) vessels remain the 
most represented in the orderbook. However the new 
dual fuel two-stroke engines continued their progress. 
In 2013, only seven dual fuel two-stroke engines LNG 
carriers were on order (five for Teekay and two for 
Knutsen). By comparison, in 2014 the orderbook includes 
26 vessels with this new propulsion, while there are 
already four conversions from DFDE to be taken into 
account. In total, the orderbook includes 37 ships which 
will be equipped with these engines.

This represents a real technological revolution since 
already among conventional LNG carriers (excluding the 
ice-breaking tankers), this propulsion type represents 
nearly 30% of the orderbook after little more than a 
year of active promotion by the shipyards and engine 
manufacturers. The large majority of these ships are 
being built at DSME, which today has 25 such orders.

The new ‘standard’ LNG carrier therefore is inclining 
towards a capacity of 174,000 cbm with a propulsion 
mainly based on dual fuel two-stroke engines and a 
membrane confinement system based on a low rate of 
natural evaporation (Boil-Off rate less than 0.10%).

A new market segment also appeared in 2014: small 
LNG bunker vessels, aided by the entry into force of new 
environmental regulations. GDF Suez, in collaboration 
with NYK and Mitsubishi Corporation, was the first to 
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finalise a contract for a 5,000 cbm LNG vessel at South 
Korea’s Hanjin, followed by Shell which finalized a 
contract for a 6,500 cbm ship of the same type at STX. 
It is a promising market for which we can expect a strong 
development in the years to come. In parallel, the market 
for LNG carriers less than 30,000 cbm is also growing 
fast, with operators wanting the most flexible methods of 
supplying small regasification terminals and those closest 
to consumer zones.

A STABLE MARkET  
BUT NOT COMPLETELY PROTECTED
Time charter rate levels fell regularly during the course of 
2014 to stabilize in the second half of the year at around 
$70,000 per day (basis twelve months on a 160,000 cbm 
vessel with DFDE propulsion). It is important to note 

that older ships (between seven and ten years) with less 
capacity and steam turbine propulsion received lower 
rates. There is thus the emergence of a “spot” market at 
several levels. This is a market which remains relatively 
active, with around 170 transactions over the full year.

In 2014, a little over 245 m tons of LNG was produced 
and transported by sea, which represents a growth of 2% 
compared to 2013. It was a record year, with 30 importing 
countries and 19 exporting countries, including 
ExxonMobil’s PNG project in Papua New Guinea which 
began production in the spring of 2014 and added  
3.5m tons of extra production, largely destined for Asia.

The major event of the year was the fall in price of LNG 
on the Asian spot market, which went from a peak  
of nearly $19/MBtu in January 2014 to a price below 

lnG spot/short term charter rates

170,000

160,000

150,000

140,000

130,000

120,000

110,000

90,000

80,000

70,000

60,000

50,000

40,000

30,000

20,000

10,000

0

$/DAY

2011 2012 2013 2014

65
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$11/MBtu at the end of the year. This decrease was 
directly linked to the fall in the oil price, since in Asia 
there is a real correlation between the two energy 
sources. The majority of long term contracts, even those 
containing oil price adjustment clauses, are also going 
to lead to a fall in the LNG price. The average price of 
LNG in Japan should be between $10-11/MBtu in 2015, 
versus an average price of around $16/MBtu in 2014.

Among the major importers, South Korea imported less 
LNG in 2014 (-2.6 m tons versus 2013) due to unusually 
mild weather conditions, while Japan, India, China and 
Taiwan continued to contribute to the growth in LNG 
imports in Asia as a whole (+5.5m tons/year).  
Asia represented 75% of total LNG imports in 2014. 

WILL THE LNG PROJECTS ARRIVE ON TIME?
In 2015, the Australia Pacific LNG, Gorgon LNG and 
Gladstone LNG projects (35 m tons/yr) should start 
production and absorb a portion of the excess transport 
capacity already available.

The lower oil price is also going to hold up a number 
of investments in the LNG sphere, notably the North 
American liquefaction projects using shale gas. Today,  
we can count some 30 projects in North America with 
total production capacity of more than 220m tons/year 
(around 130m tons/year in the US and 90m tons/year 
in Canada). The high investment costs for these projects 
will almost certainly delay the implementation of a 
good number of them, and the substitution of gas as a 
primary source of energy for clients risks colliding with 
low oil prices. The prospect of “American shale gas” as 
an alternative energy source for Asian clients is going 

to lose its appeal; already Excelerate has put one of its 
US projects on ‘stand-by’ (Lavacca Bay FLNG) for purely 
economic reasons.

It is clear that few new investment decisions will be 
taken in 2015, barring certain US projects (Corpus Christi 
with 13m tons/year and perhaps Train 3 of Freeport LNG 
with 4.4m tons/year). As a result, 2015 will be a year of 
consolidation for investors in liquefaction projects, and 
the knock-on effect will be felt in several years’ time 
when we could see a shortage of LNG in the market.

With the steady delivery of LNG carriers in the years to 
come – around 30 ships per year spread over 2015-2016-
2017 – we can expect an overcapacity of transport, which 
will clearly have a negative impact on charter rates. 

In this context, there will be a premium for the most fuel 
efficient ships, particularly on long haul trades like US-
Asia. In this context, technological developments in the 
field of fuel consumption, as well as cargo confinement 
systems, will be decisive in order for shipowners to play 
their cards right in a market where there is excessive 
competition. 

Shipyards were also engaged in a price war in 2014, 
and in 2015 we can expect significant restructuring at 
the heart of South Korea’s shipbuilding industry; we 
also expect some consolidation operations on the part 
of Japan’s shipbuilders, who are still focused principally 
on the domestic market. 

2015 will therefore be a year of challenges for all 
the participants in the LNG chain, for the producers, 
the shipowners, the charterers and also the shipyards. 

GasLog Saratoga 
155,000 cbm, 

TFDE propulsion, 
delivered to GasLog 
in 2014 by Samsung 

Heavy Industries
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Launching in January 2015 
of the FPU hull MOHO NORD 
by Hyundai Heavy Industries 
on behalf of Total E&P Congo
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offshore
HOW LONG?  
HOW DEEP?

all throughout 2014 the offshore oil & gas 
industries undoubtedly entered into a large 
scale counter cycle which features signs 
that it could well be the worst in forty years. 
There are objectives elements and obviously 
the unpredictable ones. Who foresaw early 2014 
that the oil prices would drop by sixty percent 
during the second half? anything else that one 
has not anticipated yet?
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DRILLING
Throughout the whole year, the drilling market was hit 
by the decreasing demand from oil companies and a 
burgeoning overcapacity alongside a constant inflow 
of new deliveries. Finally, during the second half of the 
year, the steep drop of oil prices has achieved to move 
the industry into a full downturn, all drilling segments 
concerned.

On the newbuilding front, by year end, more than a 
third of the deep-water units lacked contracts and some 
others were about to see their contractual commitments 
postponed or even terminated before commencement. 
Besides, more than 80% of the jack-ups under construction 
were still un-committed whilst a very significant number 
of the lower-specification units were not even fully 
financed yet. 

A historically unique rig scrapping movement has started 
in 2014. It was high time for contractors to finally 
consider phasing-out the oldest units in an almost totally 
extinguished second hand market.

Regional markets such as Brazil, Mexico or even Nigeria 
that usually benefit from their own demand specificities 
and drives, are now entering recession as well. That now 
strong downward trend started more than a year and half 
ago, at time the oil companies concurrently started to make 
plans to cut spending. On a year on year basis, the average 
rates for deep-water units decreased by more than 25%: 
$375,000-$500,000 in 2014 vs $600,000 in 2013.

The fact that China started to open its offshore industry 
to international players, that Mexico soon will do too and 
that Brazil will further auction blocks and operatorships to 
foreign companies will hardly slow down the drop speed, 
but it might nevertheless contribute to resettle the industry 
earlier.

We should see consolidation and distress deals happening 
as from 2015 unless the strongest players themselves are 
too severely hit.

Elikia 
Accommodation barge for 
200 pax, owned by Perenco, 
delivered in December 2014 
by Bodewes Harlingen

Deliveries of large PSV’s have 
increased a lot throughout 2014 

and about 70 more vessels  
are to be delivered within 2015.

By end of 2014 more than one third  
of the newbuilding deep-water  
drilling units lacked contracts.

BRS - 2015 annual REVIEW 70
oFFshoRe



OFFSHORE SUPPORT VESSELS 
First half of 2014 saw rates moderately declining in the 
same trend as by the end of 2013 but still generally 
middling for owners. Further signs of rates downturn 
appeared in May/June 2014 as a consequence of the 
E&P budget reductions recorded end-2013 and constant, 
numerous deliveries from far eastern shipyards mainly.

Subsequent to the regular ordering waves signed with 
worldwide shipyards during the previous years, 2014 saw 
about 300 AHTS and PSV delivered, out of which about 
50% from China.

PSV fleet  
(as 31/12/2014)

Breakdown  
of the active  

PSV fleet

Breakdown  
of the PSV fleet 
delivered in 2014

% PSV delivered  
in 2014 vs PSV  

active fleet 

Breakdown  
of the on order  

PSV fleet

% on order PSV  
vs active  
PSV fleet 

<3,500 dwt 72% 39% 5% 35% 8%

3,500-4,499 dwt 12% 21% 18% 41% 55%

4,500-5,499 dwt 13% 27% 20% 17% 20%

> 5,500 dwt 3% 13% 45% 7% 40%

AHTS fleet  
(as 31/12/2014)

Breakdown  
of the active  
AHTS fleet

Breakdown  
of the AHTS fleet 
delivered in 2014

% AHTS delivered  
in 2014 vs AHTS  

active fleet 

Breakdown  
of the on order  

AHTS fleet

% on order  
AHTS vs active  

AHTS fleet 

<65 BP 33% 47% 6% 80% 22%

65-114 BP 42% 34% 3% 10% 2%

115-164 BP 14% 5% 1% 4% 2%

165-220 BP 7% 5% 3% 1% 1%

>220 BP 4% 9% 11% 5% 14%

Deliveries of large size PSVs, featuring a deadweight 
of more than 4,200 dwt, have considerably increased 
and there are still about 70 vessels to be delivered 
within 2015.

Once again, Norwegian builders and designers such as 
Ulstein X series, Havyard Wave edition and Vard have 
proven to be the most innovative.

The average T/C rates of the worldwide PSV “work horses” 
i.e. 3,000/3,500 dwt DP have slipped from 25,000 $/day 
to just above 20,000 $/day at the year round. Furthermore 
numerous long term T/Cs have been terminated by the 
charterers on a pro-active early termination mode, as some 
oil majors prefer to pay high termination fees rather than 
to continue paying for vessels idling over long periods.

2014 saw some changes in the Asia Offshore landscape 
with PETRONAS even more encouraging the PETRONAS 
licence holders to become owners/operators for vessels 
less than 65 TBP flying Malaysian flag. Petronas contracts 
will be two years long (instead of five years). Because of 
these shorten contracts, banks are not willing to finance 
these newbuilds, therefore these vessels will not be on the 
market before two years or more. 

In Myanmar, speculators and owners are optimistic as the 
country has just opened-up and many owners hope to get 
into action soon, especially with older assets. 

One of the deals to be underlined is the takeover of 
Jaya Holdings Limited by Mermaid Marine (Australia), 
strengthening the latter’s foothold in the SEA market. 

In China, numerous owners have secured term 
commitments with COOEC, such as Shanghai Salvage 
(OSV), Guangdong Salvage (AHT) and Yantai Salvage (Tugs 
and Barges), all of which are State-owned. Thai-owner 
Reignwood Group is a noticeable newcomer on the Chinese 
market, through its Singaporean setup OPUS offshore. 

The OSV market is bound to suffer from the over-supply 
of tonnage adding up to a weakening term demand for 
tonnage; nonetheless recurrent demand arising from the 
existing production systems and development drilling 
campaigns should maintain the dynamics in a steady mode 
mostly beneficial to leading owners. Those who thoroughly 
manage their cash flow will get through unwounded. 

SUBSEA & OFFSHORE CONSTRUCTION
Alongside the OSV market, 2014 has been a real roller 
coaster ride, beginning comfortably followed by a scary 
down run. The deep offshore Eldorado and its lucrative 
rates perspectives have basically faded away during 
the period.

Some dark clouds were although perceptible in the 
horizon: the fear of oversupply of OCVs (Offshore 
Construction Vessel, i.e. min 150 tons subsea crane) for 
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end 2015-2016. This led to less orders than in 2013, but 
still over a dozen top end orders were placed (especially 
during first half of the year) including for example the 
four Maersk MT6027 DP3 137 m 360 tons crane ordered 
at Cosco. In the Diving Support and Construction Vessels 
segment, Sealion Shipping UK ordered ZPMC a DP3 
twin bells, 24 men Sawicon designed at ZPMC, Mermaid 
Offshore ordered a MT6024 designed DSCV at CMHI and 
late 2014 Ultra Deep Offshore placed order for a large 
DSCV at ZPMC.

The final bankruptcy of Hallin Marine Singapore, 
the insolvency proceeding of Cal Dive, the end of 
Oceanographia and the on-going turmoil of the Brazilian 
market are the bells announcing other significant collateral 
damages of the oil companies cost cutting policies. End 
2014 one wondered about the projects that would be able 
to keep busy significant new deliveries such as the Ceona 
Amazon or the Lewek Constellation.

PRODUCTION & DECOMMISSIONING
A decade of fast expansion and growth of the FPUs fleet 
is about turn into a much slower and steadier rhythm. 
Plummeting costs and then lower oil prices have been 
strongly challenging deeper water projects that usually 
require such FPU.

Furthermore, the Brazilian offshore production market, 
which used to fuel the industry with new large projects 
has almost come to a halt on the verge of the on-going 
corruption case investigations. Petrobras has now to 
work out their budget planning with a barrel price level 
assumed to stand far from their current breakeven.

The main contractors are now bracing themselves 
to reduce costs, consolidate their organizations and 
improve their productivity. Amongst the leading ones, 
SBM Offshore, which were particularly hit, have initiated 
the laying off movement. 

Optical fiber cables subsea 
cable layer.  
owner: Orange Marine 
built by Vard Brattvaag 
delivered in October 2014

The Brazilian offshore production 
market almost came to a halt 

on the verge of corruption 
case investigations.

Early 2015, there were more 
than 600 platforms eligible 

for decommissioning  
in US Gulf alone.
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Pionnering Spirit 
Built by DSME &  

to be commissioned 
by Allseas in 2015 

Capable to remove  
up to 25,000 tons jackets 

and to install topsides up to 
a weight of 48,000 tons

CONCLUSION
Early 2015, Baker Hugues and Halliburton merge was on its way and Schlumberger announced it would make 7.5% 
of its employees redundant. The question is now about damage assessment. Large oil companies worry the supply 
chain could be broken, they also expect to benefit from such market downturn and restructuration. The attitudes have 
radically changed, any actor of the Oil and Gas segment, starting from oil majors, then contractors and followed by 
vessel owners, all are now questioning their investments and carefully monitoring their expenses. We all assume the 
exploration and production spending will remain doomed until at least 2016. The first six months of 2015 are set to be 
an observation round, little transactions, there is little visibility. 

2014 saw Bumi Armada arising as an established first 
league leasing contractor, and it saw Sembawang group 
of shipyards taking over Keppel Shipyard for FPSO 
conversion after being awarded by Modec (Tullow - 
Ghana), Saipem (Total - Angola) and Teekay (Brazil).

Total Angola commissioned its Block 17 – CLOV FPSO, 
which plateau production shall soon pass the mark of 
160,000 barrels per day. In 2015, despite the sharp slip 
of oil prices, Shell should develop their Bonga South West 
Nigerian acreage commissioning the world largest FPSO 
which tender is yet to be awarded.

In 2013, the worldwide oil & gas industry budget for 
decommissioning was already close to $4 billion, with 
key regions including the Gulf of Mexico, the North Sea 
($1.5 billion), Asia-Pacific and West Africa.

Over the past four years, the decommissioning and 
abandonment (D&A) business in most mature markets, 
namely the North Sea and the Gulf of Mexico, saw an 
unparalleled rate of platforms withdrawal and well 
abandonment activity. Despite that fact there are more 
than 600 platforms currently eligible for decommissioning 
in US Gulf alone for instance, the impulse of D&A activity 
should go much steadier in 2015 owing to the reduction 
of budgets. 2014 will also be remembered as the year 
when DSME delivered the biggest offshore construction 
and decommissioning vessel’s ever built, the Allseas 
Pioneering Spirit.

LAND RECLAIM AND OFFSHORE WINDFARM
The scale, the duration and the volume of work demanded 
by the large project trigger a harsh competition between 
the major players, Boskalis, Deme, Jan de Nul or Van 
Oord but also some comprehensive alliances such as the 
consortium managing the enlargement of the Suez Canal. 

The 2014 market has been marked by fewer land 
reclamation and harbor developments worldwide and 
thorough growth of the North Western Europe offshore 
wind mill industry since many significant projects have 
been postponed whilst term profitability of major 
equipment suppliers disappeared.

This has pushed the above mentioned players continue 
to consolidate their positions and to target niches, 
exemplified by the development of mutli-purpose for fall 
pipe/cable laying vessels such as the Ndurance delivered 
to Boskalis, the Nexus scheduled to be commissioned in 
2015 by Van Oord or the latest addition with the ordering 
by Deme from La Naval (Spain) of the Living Stone.  
In the installation segment Deme ordered the jack-up 
Apollo from Uljanik (Croatia), to be fitted with an 800 tons 
crane and Vroon / MPI purchased the Enterprise from 
RWE, equipped with a 1,000 tons crane. 

There are numerous questions concerning the long term 
sustainability of the offshore windfarm industry. The main 
challenges ahead consist in increasing the productivity 
during the construction phases and managing the costs 
associated to time and engineering issues.
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REGAL PRINCESS, 141,000 gt, 
1,800 cabins, delivered by the Italian 
shipyard Fincantieri to Princess Cruises 
in May 2014.
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cruise
THE REBOUND

after two difficult years, marked by several 
serious accidents and a global economic crisis 
in the West, the cruise industry is preparing 
itself for a new burst of development, driven by 
the hope of rapid growth in asian markets and, 
in particular, China. 
 

With contracting activity having slowed 
over the last few years, there were just five 
ships of a total 9,000 cabins delivered in 
2014. This compares to six ships of a total 
7,000 cabins the previous year. 
 

In 2015, seven ships of a total 8,200 cabins are 
scheduled for delivery. This relatively modest 
number reflects the readiness of shipowners  
to bring their capacity in line with demand 
during periods of economic instability and,  
in the process, improve overall profit margins.
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DELIVERIES 
Germany’s TUI took delivery of the Mein Schiff 3 
(99,000 gt/1,250 cabins) from STX Turku, leaving the 
yard with just one ship on order, prior to its takeover 
by Meyer Werft some months later.

The Carnival group took delivery of two similar sized 
vessels from its preferred shipbuilder Fincantieri: the 
Regal Princess (141,000 gt/1,800 cabins) for Princess 
Cruises, and the Costa Diadema (132,500 gt/1,850 cabins) 
for Costa, which took delivery of its biggest unit. 

NCL took delivery of the Norwegian Getaway 
(143,500 gt/2,000 cabins) from Meyer Werft.

RCCL took delivery from Meyer Werft of the Quantum 
of the Seas (158,000 gt/2,050 cabins), the largest 
vessel ever built by this yard. This ship, the first in 
the ‘Sunshine’ series, was the talk of the specialised 
press for the large number of innovations on offer to 
passengers, and for its air lubrication system whereby 
the hull will ride on a layer of micro air bubbles to 
achieve a more hydrodynamic performance. Onboard 
energy consumption has been extensively analysed and 
the Quantum will be 20% more fuel effective than RCCL’s 
previously most efficient vessels. All of the ship’s interior 
cabins will enjoy a “sea view” filmed in real time and 
projected onto screens the size of balcony windows in 
the room. 

NEW ORDERS
The best example of this aforesaid rebound is the 
large number of new orders placed in 2014: 18 ships 
representing close to 2.3m gt and 26,000 cabins were 
contracted last year from the three European shipyards, 
with deliveries extending to 2020. 

One must return to the euphoric pre- 2008 financial crisis 
period to observe so many orders placed in one year.

All of the major cruise companies ordered tonnage 
in 2014, with the substantial decline in the value of the 
Euro against the Dollar contributing to their decision. 
Historically low interest rates also provided a favourable 
climate for heavy investments.

The first shipowner to order during the year was MSC, 
which surprised the market by contracting for two new 
prototypes, simultaneously in France and Italy. 

•  The ‘Vista’ project at STX France for two firm vessels 
of 167,000 gt/2,250 cabins, plus two options, to be 
delivered at the start of 2017 and 2019 at a reported 
price of €750m each.

•  The ‘Seaside’ project at Fincantieri for two firm vessels 
of 154,000 gt/2,070 cabins, plus one option, for 
delivery end 2017 and mid 2018 at a reported price of 
€700m per unit.

China registered 
700,000 cruise 

passengers in 2014, and 
could count as many 
4.5 million by 2020.

MSC targets to double in 
size over the next ten years 

to reach a capacity of 
80,000 passengers 

per day by 2022. 

COSTA DIADEMA, 
132,500 gt, 1,850 cabins, 
delivered by the Italian 
shipyard Fincantieri 
to Costa Cruises 
in October 2012.
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NORWEGIAN GETAWAY, 
143,500 gt, 2,000 cabins, 
delivered by the German 

shipyard Meyer Werft 
to NCL in January 2014

MSC is aiming to double in size over the next ten years 
with a targeted capacity of 80,000 passengers per day 
by 2022. 

In addition to these orders, four ‘Lyrica’ class ships will be 
lengthened over the next two years at Fincantieri’s yard 
in Palermo at a total cost of €200m, with each vessel 
gaining 24 metres in length and an additional 200 cabins.

MSC will thus invest a total of €5bn in developing its 
cruise division over the coming years.

RCCL confirmed a new ‘Oasis’ vessel (225,282 gt/ 
2,700 cabins) with STX France, the fourth in the series 

and the second built in France, for a cost slightly over 
€1bn, which demonstrates the commercial success of 
these huge floating resorts.

The same group ordered at the same yard at the end 
of the year two ships (117,000 gt/1,450 cabins) for its 
Celebrity Cruises brand at a price of €570m each, while 
its joint venture with Germany’s TUI, TUI Cruises, ordered 
two firm, plus two option, sisterships to the Mein Schiff 
3 and 4 (99,300 gt/1,250 cabins) at Turku for delivery 
end 2016 and 2017, for a price of €390m each, this order 
being linked to the purchase of the yard by Meyer Werft.
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At the end of the year, the Carnival group signed 
contracts for four ships with Fincantieri for four of 
its main brands:
•  One for Holland America Line (99,000 gt/1,330 cabins) 

for 2018 delivery, a sistership to the Koningsdam in the 
‘Pinnacle’ series.

•  One for Carnival Cruise Line (133,500 gt/2,000 cabins), 
sistership to the Carnival Vista, notable for being the 
26th vessel built by Fincantieri for CCL.

•  One for Princess Cruises (143,000 gt/1,780 cabins), 
sistership to the Regal Princess, for a price in the region 
of €600m.

•  Finally a new vessel for Seabourn (40,350 gt/450 cabins), 
sistership to the vessel ordered the previous year 
for €240m.

NCL ordered during the course of 2014 two new 
ships in the ‘Breakaway Plus’ series at Meyer Werft 
(164,600 gt/2,000 cabins) for delivery in second quarter 
2018 and fourth quarter 2019 for about €750m each.

Star Cruises ordered at Meyer Werft a second ship 
of 150,000 gt/1,680 cabins, destined for the Chinese 
market and with extensive casino facilities, for 
approximately €700m. 

Among the smaller ships, fledgling shipowner Viking 
Cruise added two new vessels to its order the previous 
year at Fincantieri (45,000 gt/440 cabins) for delivery in 
2016 and 2017, at a price of €240m per vessel.

The trend towards consolidation was intensified this year, 
first among the shipyards with the purchase of STX Turku 
by Meyer Werft which becomes, with 70% of the share 
capital, the major shareholder of the yard alongside the 
Finish government. The yard will now be called Meyer 
Turku Shipyard Oy. This acquisition allows Meyer Werft to 
overcome the physical limits of its Papenburg site, giving 
it the ability to propose larger vessel sizes to clients.

The South Korean group STX through the Korean 
Development Bank also put its French shipyard up for 
sale, and persistent rumours allude to Fincantieri as a 
potential buyer. 

Among the shipowners, Prestige Cruise Holdings, the 
parent company of Oceania and Regent Seven Seas which 
manage eight ships, failed in its attempt to go public 
in January 2014 and was finally sold to NCL for $3bn 
including outstanding debt, a payment made principally 
in NCL shares.

French shipowner Ponant purchased the commercial 
network of US-based company Travel Dynamics.

And finally let us welcome the arrival of a new entrant, 
Virgin Cruises, a project which has been floated for 
several years by Sir Branson. According to company 
statements, capital of up to $1.7bn will be raised and 
negotiations will be launched with Meyer Werft for the 
construction of two ships of 2,100 cabins. 

SECOND-HAND SALES
Last year was marked by two new cruiseship sales to 
Chinese owners.

•  Bohai Ferry bought the Costa Voyager (24,427 gt/ 
418 cabins) for $44m, which was delivered in April  
and renamed Zhong Hua Tai Shan.

•  CTRIP, the leading Chinese travel website, which 
has revenues of $1bn and is quoted on the NASDAQ 
exchange, bought under its joint venture with RCCL the 
Century (72,458 gt/889 cabins) from Celebrity Cruise 
for a price in the region of $150m.

These two ships will join the Henna, ex Pacific Sun, of 
HNA Cruises, an affiliate of Hainan Airlines, which has 
begun cruises out of Hainan.

MEIN SCHIFF 3, 
99,000 gt, 1,250 cabins, 
delivered by the Finnish 
shipyard STX Turku to TUI 
in May 2014
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QUANTUM OF THE SEAS, 
158,000 gt, 2,050 cabins, 
delivered by the German 

shipyard Meyer Werft 
to RCCL in October 
2014, here leaving 

the Papenburg canal for 
final completion

No doubt other ships will be sold to Chinese shipowners, 
given the expectations for the development of this 
market.

We also noted the following sales:
•  Grand Circle bought the Corinthian (4,077 gt/50 cabins), 

ex Renaissance IV, which it had previously chartered for 
a year.

•  The Astor (20,704 gt/295 cabins) was sold to Global 
Maritime Group.

•  The Grand Celebration (47,200 gt/750 cabins), ex 
Carnival’s Celebration built in 1987 by Kockums, should 
have rejoined Costa’s fleet but was finally sold to 
Bahamas Paradise Cruise Line as a replacement for its 
Bahamas Celebration, damaged in an accident.

•  The Grand Holiday, built in 1985 at Aalborg 
(45,000 gt/526 cabins), was sold by Carnival to Cruise 
& Maritime Voyage (CMV). The sale of these two ships 
marks the definitive closure of Carnival’s Spanish 
brand, Iberocruceros, whose results proved to be very 
disappointing in the wake of the economic crisis in Spain.

•  The Finnish cruiseship Kristina Katarina (20,704 gt/ 
295 cabins), built in 1982, has been sold to investors 
linked to ISP and will serve as a floating hotel for the 
oil industry.

•  Oceania purchased the Ocean Princess (30,277 gt/ 
345 cabins), ex R Four, built in 1999, from Princess 
Cruises for delivery in September 2016 for $82m.  
The vessel will join three sisterships already in the 
Oceania fleet. 

•  Finally the Ocean Star Pacific (23,149 gt/520 cabins) 
ex Nordic Prince, laid up in Mexico due to technical 
problems, was eventually sold at demolition price. 

THE DEVELOPMENT OF THE CHINESE MARkET
The Asia region, driven by Australia (which is going to 
reach 1 million passengers, and today has the highest 
market penetration coefficient) and China, is predicted to 
become the second largest cruise market after the United 
States in the near future.

There were 10,000 Chinese cruise passengers in 2006, 
compared to nearly 700,000 in 2014, and the Chinese 
government is predicting 4.5 million passengers by 

2020. Certain cruise operators are even more optimistic, 
citing a potential figure of 10 million Chinese cruisers by 
that date.

It is clear that the increase in Chinese purchasing power 
gives rise to hopes for a rapid development in the 
market. With a total population of 1.4 billion people, any 
expectations are possible if China’s market penetration 
reaches a rate close to the United States, ie 3%!

One must keep in mind, however, the constraints which 
the Chinese face: administrative (passports and visas), 
and geographical and logistical (ports not yet able to 
receive large cruiseships, and terminals not yet built). 

The two leading cruise companies are basing considerable 
hopes on China: Carnival has decided to position four 
ships there in 2015, and RCCL 3 vessels including its 
most modern and prestigious ship, the Quantum of the 
Seas. No doubt this latest generation of cruiseships will 
give the Chinese customer base a taste for cruising. 

In addition, Carnival has signed a memorandum of 
understanding to help, with the aid of Fincantieri, the 
Chinese to build their first cruiseship. Have no illusions, 
this will take time as the Chinese shipyards are not yet 
technically ready to build large cruiseships. This must 
be overcome with the complete and open co-operation 
of one of the European shipbuilders. But if the Chinese 
market opens up at the rate predicted, Europe’s yards 
will not be able to satisfy the new demand. Thus it will 
be necessary to turn to Asia. However South Korea has 
not yet been able to establish itself in this market, while 
Japan’s recent experience with the construction of the 
Aida ships remains bitter and dramatically expensive.

Outside China, another potential area of development 
could emerge soon with the normalisation of relations 
with Cuba, opening up new prospects in the Caribbean 
region. 

Thus, a fresh breeze is blowing through the cruise 
market, which allows us to hope for a new phase of 
development, and which explains in good part the 
considerable newbuilding activity witnessed during  
the last year.
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AXIOMA: 72 metre built by 
Dunya Yachts, sold, managed 
and chartered by YPI.
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yachting
RESHAPED, RESET AND 
GATHERING MOMENTUM

2014 not only witnessed another record-breaking 
year in sales volumes for a radically re-shaped 
yachting industry, but for the first time since  
the GFC, it heralded a decline in pre-owned  
stock and the first signs of a re-bound  
in asking prices.
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2,100
number of superyachts  

estimated to be for sale

412
n° of  

superyachts sold

212%
increase in sales 

since 2009

11%
share of sales held 

by sailing yachts

OVERVIEW – THE YACHTING BUSINESS IN 2014
The volume of luxury superyacht* sales worldwide has 
been growing exponentially since 2008/9. From 194 units 
sold in 2009, sales had already risen by 40% in 2012  
and increased by a further 31% in 2013. And despite 
the geo-political events and constantly changing VAT 
regulations of 2014, those numbers have continued to 
grow fuelled by an active American market and increased 
interest from the Middle East. The latest statistics compiled 
for YPI by leading yacht media group, Boat International, 
confirm another record-breaking total: 412 sales – 16% 
up on last year and a massive 212% increase on 2009. 
But 2014 also reveals the beginnings of a possible shift 
in market dynamics. Irrespective of the volume increases 
of the last five years, asking prices have, conversely, been 
in relative freefall. An over-stocked market, an increasing 
number of well publicised price reductions and an influx of 

* A superyacht is defined as any yacht above 24 metres (78 feet) in length 

cash buyers sensing a deal, all served to drive the average 
asking price per yacht sold from €2.1 m in 2010 to just 
€7.5m in 2013 – a drop of almost 40%. A drop made all the 
more poignant given that Asking Prices are frequently as 
much as 30% more than the final non-disclosed sale price 
of any yacht. 2014, however, witnessed two important 
post-crisis firsts: a rise in the average asking price (to 
€7.9m) and, with 412 sales versus 367 new listings, yacht 
sales actually outpacing the number of yachts coming onto 
the market. Clearly, if this continues, the consequential 
reduction in sale stock will soon have implications on 
yacht pricing and possibly result in increased interest in 
newbuilds.

WHAT SOLD BEST IN 2014
Motor yachts still account for around 90% of the market 
with sales buoyant in all size ranges albeit driven 
primarily by activity at opposite ends of the spectrum. 
With over 296 units sold, sales in the 24-40 metre 
sector now account for a massive 72% of the market. 

Worldwide superyacht sales by quarter
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€3,28 BILLION €150 MILLION72%
share of sales held 

by yachts sized 
24-40 metres

top 10 builder nations

An important indicator of a new generation of owners 
coming into yachting, sales of ‘entry level’ yachts in 
the 24-30 metre range are up over 300% on 2009 
with 154 units sold in 2014, 38% of all market sales.  
Equally, a consistent and growing interest in yachts 
in the 60-70 metre and 70+ metre sectors also resulted 
in record numbers with those areas up on 2013 by 27% 
and 33% respectively. No less than six yachts were 
sold in 2014 above 80 metres – the largest of which, 
the 115 metre LUNA by German yard Lloyd Werft, sold 
with an asking price of €114m. 2014 also saw many well-
known yachts go to new owners, four with asking prices 
over €100m including Lürssen’s 88 metre QUATTROELLE, 
Feadship’s 76 metre QUEEN VICTORY and American yard 
Derecktor’s 86 metre CAKEWALK.

In terms of age, buyers purchased fewer new yachts than 
previous years, the real focus being on yachts between 
4-13 years, a sector now accounting for 57% of the 
market. With an 18% market share, sales of yachts aged 
between 14-25 years also continued to grow as buyers 
increasingly search out ‘purchase-to-refit’ opportunities 

encouraged, in no small part, by an aggressively 
competitive array of offers now coming, often for the 
very first time, from many of the world’s top yards keen 
to profit from the demand. 

THE SAILING YACHT MARkET
Sitting, as always, at around 10-11% of the pre-owned 
market, sailing yacht sales continue to increase.  
2014 recorded 45 sales compared to 32 last year and 
19 in 2012. Selling at an average asking price of €6.7m 
and an average size of 35.8 metres, as with the motor 
yacht market, a number of iconic sail yachts changed 
owner in 2014 including Perini Navi’s 56 metre SALUTE 
and PARSIFAL IV, Vitters’ 43 metre DRUMBEG, Holland 
Jachtbouw’s 37 metre YII and Royal Huisman’s 43 metre 
CYCLOS III, both sold by YPI, and in two Off Market’ 
sales**: Alloy Yacht’s 67.2 metre VERTIGO and Vitters’ 
66 metre AGLAIA. 

** “Off-Market Sales”: sales of yachts not officially advertised as being for sale

total asking price  
of yachts sold

price of most expensive 
yacht sold: QuAttRoelle

TOP 10 - YARDS

1. Azimut-Benetti (2,555 m / 66 yachts)

2. Sanlorenzo (1,690 m / 48 yachts)

3. Ferretti Group (1,551 m / 49 yachts)

4. Sunseeker (1,082 m / 36 yachts)

5. Lurssen (878 m / 9 yachts)

6. Amels-Damen (793 m / 12 yachts)

7. Feadship (724 m / 12 yachts)

8. Princess Yachts (708 m / 25 yachts)

9. Heesen Yachts (565 m / 11 yachts)

10. Horizon (514 m / 16 yachts)

TOP 10 - COUNTRIES

italy (10,474 m / 269 yachts)

Netherlands (4,270 m / 76 yachts)

Turkey (3,005 m / 68 yachts)

UK (2,216 m / 76 yachts)

USA (2,096 m / 56 yachts)

Taiwan (1,619 m / 53 yachts)

Germany (1,585 m / 17 yachts)

China (1,055 m / 28 yachts)

UAE (663 m / 15 yachts)

Greece (412 m / 5 yachts)
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In the newbuild sector, sail yachts account for 12% of 
business, 2014 seeing 17 new orders placed, with Royal 
Huisman and Nautor Swan enjoying the lion’s share 
of the business. One sector attracting understandable 
interest, proof perhaps of the far-reaching effects today’s 
newly developed construction materials and technology 
is having on sail yachts, is the number of 100 metre+ 
projects underway. Of the 89 sail vessels in build today, 
at least five are over 100 metres including what will be 
the world’s largest sailing yacht when delivered in 2016: 
Nobiskrug’s 147 metre WHITE PEARL. Time will tell, but 
with vastly improved volume, performance and comfort, 
together with their equally enhanced efficiency and 
environmental benefits, the appeal of sail yachts looks 
set to be widened well beyond the usual aficionado, 
with today’s vessels delivering everything a semi-
displacement yacht can offer…and more.

NEW ORDERS AND PROJECTS IN BUILD
According to YPI data and the Showboats Global Order 
Book 2015, 246 orders were placed for newbuilds in 
2014, with 734 superyachts under construction. 

Whilst the numbers remain similar to previous years, 
the number of megayacht projects underway is hard 
to ignore. A record 26 projects are for yachts over 100 
metres, that is up 21% on last year’s already impressive 
figure of 19 with renowned German shipyard, Lürssen, 
leading the way with no fewer than four such projects 
in build. This surge in demand is partly attributable to 
a fundamental rethinking from owners and designers 
on how to use and benefit from their yacht. The last 
five years have seen technology, construction materials 
and designs improve and change beyond all recognition 
allowing owners not only to build big but build efficient. 
And when it comes to maximising the yacht, the benefits 
for owners of being able to accommodate well over the 
usual 12 sleeping guests seem to be outweighing the 
heavy classification demands and rules required when 
constructing a vessel to the Passenger Yacht Code, 
of which Oceanco’s 92 metre EQUANIMITY is officially 
the first ever example. 

The second change of note reflects a growing 
appetite from owners and charterers alike to break 
free from the traditional charter stomping grounds 

YII (37 metre Holland 
Jachtbouw):  
one of six sailing 
yachts recently sold 
by YPI
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CYCLOS III  
(43 metre ketch):  

the first sailing yacht  
to be successfully sold 

at auction by YPI

of the Mediterranean and the Caribbean to explore 
destinations further afield such as Antarctica and the 
Pacific. No less than 47 expedition yachts are now 
under construction around the world ranging from 
24 metres up to the 116 metre vessel ordered by New 
Zealand billionaire, Graeme Hart, and presently under 
construction at Norway’s merchant shipyard, Kleven. 
Accommodating up to 66 people this is a good example 
of the increasing fusion between shipping and yachting 
not only in terms of vessel size and regulations, but 
in terms of newly acquirable expertise. Today, buyers 

of megayachts, support vessels and expedition yachts 
are increasingly searching out the benefits of capacity 
and experience in working with merchant shipyards on 
construction and refit projects. One of the largest new 
entries to the Top 100 yachts of the year, the 106 metre, 
six-deck POSEIDONOS, was refitted in a Greek shipyard 
having started life as a Turkish-built ferry. 

Compared to the pre-owned market where the average 
yacht sold is 35.5 metres in length, the newbuild market 
average is 41 metres with Italy, currently working on 
269 projects, easily holding its position as the world’s 
single biggest producer of yachts followed, eventually, 
by the Netherlands and Turkey. The UK (profiting from 
demand for semi-custom vessels similar to China) comes 
in at 4th whilst the USA, still losing ground to European 
and increasingly, Chinese and Asian yards, is 5th.

THE YEAR AHEAD
With the ongoing situation surrounding the Ukraine, 
inevitably a number of Russian clients dropped from 
the sales and charter markets in 2014. It was American 
buyers and charterers who drove the market alongside 
clients from the Middle East, a situation that is expected 
to continue in 2015. But the year ahead will also have 
to deal with the ongoing changes to European VAT on 
charters, a potentially volatile situation around currencies 
and indeed the state of Europe itself. Chinese yards may 
be picking up some newbuild projects from European 
and American clients, but the Chinese themselves are still 
not buying yachts in any great numbers and whilst the 
industry as a whole might tentatively be dipping its toes 
into the waters of South America and India, the results of 
that will certainly not be seen in the year to come.

Report prepared by Yachting Partners International (YPI), 
a wholly owned subsidiary of Barry Rogliano Salles.  
www.ypigroup.com 
Graphs compiled on data supplied courtesy of Boat International 
Media.

superyacht sales by length

200

150

100

50

0

 24-30m 30-40m 40-50m 50-60m 60m+

BRS - 2015 annual REVIEW 85



Picture courtesy of Eric Houri

BRS - 2015 annual REVIEW86



containerships
AT THE CROSS ROADS

The carriers’ average operating margins have 
improved in 2014, thanks to robust peak season 
demand on the key East-West trades, which 
kept vessel utilization levels high. The margins 
were also boosted by a notable decrease in fuel 
prices during the final months of 2014.
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Large ships dominated 
deliveries and  

orders throughout 
the year.

Sales activity  
was driven by 

disposal of  
distressed assets.

The 16 main  
East-West carriers 

coalesced in 
four alliances.

The cost containment efforts of various carriers have 
also borne fruit, as several shipping lines cited improved 
network and vessel efficiencies that have helped to lower 
their respective unit operating costs. However part of the 
cost savings were negated by severe port congestion in 
the US West Coast and several Asian ports.

The efforts of the carriers to raise freight rates 
remained however constantly thwarted by the capacity 
overhang, with successive deliveries of ultra large ships 
that depressed confidence and rates.

Western economical prospects remain gloomy, 
although the US is now faring better. The fall of the 
Euro since the last weeks of 2014 will further dampen 
demand on the Asia-Europe trade. Furthermore, with 
production costs growing in the Far East (because of 
rising wages and currencies rising against Western 
currencies), the so far timid trend to relocate production 
from Asia to Europe, Africa, Mexico and the US could 
take momentum.

Such relocations mean lower distances from factories 
to consumer markets, so even if global trade grows, 
the future global containership transportation demand 
should rise at a slower pace. These long term trends 
are not all negative for the carriers, as they will lead 
in the long term to reduce the trade imbalances and 
provide new opportunities to improve the filling ratio 
of ships on backhaul legs, which would then become 
rewarding, counteracting downwards pressure on 
headhaul legs rates.

As for the non-operating owners, who derive their 
income from hiring out to the carriers the ships in which 
they invest, they remained under extreme pressure in 
2014, although the tighter ship supply-demand balance 
observed since the final months of 2014 points to better 
days, at least for ships over 3,000 teu. The recovery 
in charter rates felt at the end of 2014 should then 
continue. Yet, it will remain fragile, with counteracting 
factors that could jeopardize it.

containerships: time-charter rates evolution 2001-2014 (Alphaliner)
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Contextual, non-repetitive events are also playing 
their part. For example, the second half of 2014 has 
been marked by congestion in the US West Coast ports 
due to labour unrest, and in Manila due to a truck ban 
on some urban roads. This led to waiting times that 
lengthen the voyages of ships, prompting the addition 
of extra sailers. In early 2015, the USWC congestion 
kept active up to 60 extra sailers of 3,000-8,000 teu, 
before a deal with US dock workers was finally struck 
in February 2015. The Manila congestion kept busy a 
dozen of ships of 1,000-3,000 teu.

This congestion created headaches for both shippers 
and carriers. On the other side of the coin, it brought 
relief to non-operating owners in keeping busy charter 
market ships that would have otherwise been idled 
or laid up during the low season. So, even as the peak 
season ended, the capacity of the unemployed fleet did 
not budge and even dropped under its peak season level 
of 200,000 teu or roughly 1.1% of the fleet, a record low 
for the winter season since the financial crisis erupted 
in September 2008. Scrapping activity has also strongly 
fallen during the second half of 2014 as the supply-
demand balance became progressively tighter.

CHARTER MARkET 
Light at the end of the tunnel
The chronic overcapacity that has been plaguing 
the market since 2008 has severely affected the  
non-operating owners (NOOs) and has bankrupted 
many of them. The carriers are now used to best employ 
their owned or long term chartered ships, so the burden 
of idling today falls mainly on the NOOs.

The NOOs are faced with the double whammy 
of unemployed ships burning cash while prevailing 
depressed charter rates do not allow to repay the 
invested capital on the employed ships, at least for 
those that were not purchased from fire sales.

Some optimism is at last coming for the higher capacity 
segment (over 3,000 teu) of the charter market, 
as the supply-demand balance has improved above 
expectations. 

The frenetic, but needed, scrapping of the past three 
years has led to the removal of 163 ships of 3,000-
5,100 teu, totalling 614,000 teu, while 140 newbuildings 
for 603,000 teu joined the fleet in this size range.

At the same time, the demand for 4,000-5,100 teu ships 
has built up with the upsizing of numerous 2,500-
3,000 teu loops and the launch of whole new loops with 
cheap panamax tonnage. The early 2015 congestion in 
US West Coast ports provided a further stimulus.

From a serious glut, which reached a peak of 104 ships 
of 3,000-5,100 teu idled or laid up in January 2010, 
the idle ship pool in this size range has dwindled to 
under ten units in January 2015, out of an existing fleet 
of 1,000 vessels of this size. Besides, there remains only 
29 ships of this size on order, of which only nine in the 
4,000-5,100 teu range.

Despite the tighter supply-demand, the charter rates 
remained stubbornly low during 2014. This could 
hopefully change in 2015, although threatening clouds 
remain, in particular the VLCS/ULCS overhang and 
the incessant flow of giant newbuildings that continue 
to severely upset secondary and north-south trades 
through forced cascading, witness the fast appearance 
of 6,000-8,500 teu ships on West Africa trades.

Another factor preventing rates hikes derives from 
a chartering activity being dominated by a small 
pool of large carriers that are themselves under high 
competitive pressure in a context of chronic low box 
rates. In order to keep their bottom line in the black, 
they have to act on all costs, including chartering ones. 
The charter rates come therefore under the influence 
of the low box rates more than ever.

Given their sheer scale, these large carriers have a 
lot of bargaining power against the more atomized 
population of non-operating owners (the top three 
carriers control 38% of the total containership fleet 
whereas the top three NOOs control 15% of the 
chartered fleet and only 7.5% of the total containership 
fleet). Most NOOs are of a too small scale and fight each 
other to place their ships at almost any rate.

These facts alone might help to explain why the charter 
rates did not rise much so far. Furthermore, there 
are also redundant carriers’ ships readily available 
at bottom rates, which is a lesser evil than to lay up 
them from the carrier’s viewpoint. The FO prices will 
also be a decisive factor. Should they linger in the 
$200-300 range, the carriers may speed up loops, which 
would free up ships, thus reversing the gradual recovery 
in progress.

The lower FO prices are also a blow to the owners 
of new eco-designs operated on the spot charter 
market, on which they already lose money. The rate 
premiums that these ships deserved are to ebb with 
the cheaper FO.

The poor prospects faced by the NOOs, at least 
those who ordered ships on a speculative basis, has 
led some Greek owners of bulkers and tankers that 
started to invest in containerships during the past few 
years to leave the sector or at least to revise their 
ambitions. Some Private Equity funds also backpedalled, 
likely because they do not get the ROI they expected 
initially, or perhaps because they see more rewarding 
opportunities arising in other sectors, including  
non-shipping ones.

It would indeed need a really tight supply-demand 
to raise the rates at profitable levels for all NOOs. 
The real test will come in next May, when the new high 
season starts.
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SLOW STEAMING 
Speeding up ships is in the air,  
but obstacles remain
The second half of 2014 has seen a steep fall in 
bunker prices, with FO rates dwindling from $600 
per ton in July 2014 to $250 in January 2015. Such 
a fall is enough to trigger a speeding up of ships, but 
it has so far not materialized on most trades, as other 
factors interfere.

When the FO bill decreases while the ship’s capital cost 
and opex (or the hire for chartered ships) remains fixed, 
it becomes at a certain point economically interesting 
to remove a ship from a loop and to increase the speed 
of all remaining the ships on the loop. The carriers even 
kill two birds with one stone as this allows to reduce 
transit times. 

This breakeven point has been reached, with estimates 
that a fall of the FO price under $350 on the Far East-
Europe route and of $400-450 on the Transpacific 
sector should trigger the withdrawal of ships. However, 
this did not happen, at least on a wide scale, for 
operational and overcapacity reasons.

Of note, these FO price thresholds are lower for loops 
operated with cheaply chartered panamaxes and by the 
new generation of 15,000-19,000 teu ULCS ordered at 

very competitive prices, which have a lower capital cost 
per slot.

Two key factors influence the decision to accelerate 
ships:
•  The berth windows have to be renegotiated when 

a loop is accelerated, a heavy process that can be 
triggered only if the new FO prices are expected 
to hold.

•  The carriers are left with redundant ships on which 
capital costs or hires have to be paid anyway, wether 
idling or not, so they keep them going on the slow 
loops until disposal or redelivery.

The carriers expect stability in the lower FO prices 
before revising massively their loop patterns 
concurrently to speeding up rotations, especially 
with the berth windows issue in mind. How far will 
the oil prices go down and how long will they lapse 
is everyone’s guess… This unpredictability leads to 
dithering in speeding up decisions.

Besides, the low box rates do not foster a speeding up 
of loops. Shippers often complain of excessive transit 
times, but they are not ready to pay for the higher box 
rates needed to cover the extra fuel costs (whatever 
the FO price per ton). Yet, they actually benefit from 
the falling FO prices as the BAFs have been slashed.

CSCL Globe 
ULCS of 18,980 teu 
capacity – 400 meters 
long - Delivered 
in November 2014 
by Hyundai Heavy 
Industries - First of a 
5 ship series ordered 
by CSCL at HHI
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THE FLEET 
Still outpacing demand
The world cellular containership fleet grew by 6.3% 
during 2014 to reach 18.37 Mteu as at 1 January 2015, 
according to Alphaliner figures. The 1.10 Mteu growth 
in capacity was driven by the delivery of newbuildings 
totalling 1.47 Mteu, up from the previous year’s 
1.38 Mteu of vessel deliveries.

The fleet is expected to grow by 7.8% in 2015, a rate 
that will likely outpace global transportation demand. 
As a result, freight rates should remain under pressure. 
The steep fall in bunker prices will allow the carriers 
to reduce their operating expenses and help to keep a 
positive bottom line. Lower bunker prices are however 
a double edged sword as they incite to increase ship 
speed, freeing up tonnage that would become redundant 
and therefore increase the supply-demand imbalance.

In 2014, the influx of new tonnage was partly offset 
by the removal of 394,000 teu of older ships from 
the global fleet through scrapping and other deletions 
(such as losses and conversions to non-container use). 
However, last year’s deletion rate remained notably 
below the 2013 record of 463,000 teu.

The global container ship orderbook stood at 3.39 Mteu 
on 1st January 2015, representing 18.4% of the current 
fleet. This is the lowest orderbook-to-fleet ratio on 
record since 2000. This orderbook is expected to rise 
in Q1 2015, as numerous orders for ULCS of 18,000-
20,000 teu are to be concluded during the first months 
of 2015.

The idle containership by end 2014 stood at 
227,900 teu, a strong 71% reduction compared to and 
2013. The average level of idling was also significantly 
lower in 2014 (381,000 teu) than in 2013 (602,000 teu). 
Scrappings helped to reduce the idle fleet while the 
cyclical increase of the idle fleet at the end of the peak 
season in October-November did not materialize this 
time because many ships were kept busy by ongoing 
congestion in USWC ports and at Manila.

Despite the reduction in idle tonnage, charter rates 
failed to strengthen and charter periods remained 
relatively short in a jittery market. The Alphaliner 
charter index ended the year at 57.7 points, up a 
marginal 3.7% compared to December 2013. But 2015 
opened on a brighter note, with the unemployment 
shrinking fast for the larger ships (over 3,000 teu)  
and with an improvement in charter rates.

 01 JANUARY 2015 - ExISTING  01 JANUARY 2015 - ORDERBOOk

 All  Of which chartered fm NOO  All  Of which chartered fm NOO
Size ranges 
(TEU) ships teu ships teu  % Cht ships teu ships teu  % Cht O / E

18,000-20,000 15 276,380 0 0 0.0% 34 643,588 18 345,468 53.7% 232.9%

13,300-17,999 81 1,147,483 19 267,896 23.3% 68 994,639 50 719,109 72.3% 86.7%

10,000-13,300 169 2,021,012 75 909,608 45.0% 35 361,432 32 329,932 91.3% 17.9%

7,500-9,999 404 3,527,503 169 1,455,122 41.3% 95 869,368 77 706,284 81.2% 24.6%

5,100-7,499 501 3,086,765 245 1,503,482 48.7% 11 69,594 10 64,128 92.1% 2.3%

4,000-5,099 745 3,378,484 395 1,788,342 52.9% 9 42,541 4 19,855 46.7% 1.3%

3,000-3,999 255 883,731 150 523,861 59.3% 20 73,106 2 6,842 9.4% 8.3%

2,000-2,999 649 1,650,462 485 1,235,634 74.9% 77 183,556 38 89,220 48.6% 11.1%

1,500-1,999 575 981,943 317 543,608 55.4% 58 101,643 37 65,166 64.1% 10.4%

1,000-1,499 679 790,299 410 481,565 60.9% 39 43,218 15 18,423 42.6% 5.5%

500-999 765 567,434 450 342,187 60.3% 8 5,402 3 2,325 43.0% 1.0%

100-499 197 63,076 41 13,425 21.3%

TOTAL 5,035 18,374,572 2,756 9,064,730 49.3% 454 3,388,087 286 2,366,752 69.9% 18.4%

Note : the existing chartered fleet takes into account ships chartered out by non-operating owners to operators, thus it does not take into account 101 ships for 378,675 teu 
which are normally owned by an owner-operator but are chartered out to another operator, either for operational reasons (operational exchanges within alliances or 
partnerships) or because they are surplus to their owners requirements.

Alphaliner - cellular fleet as at 1st january 2015

•  The cellular fleet counts 5,035 ships for 18.37 Mteu - of which 49.3% are chartered from non-operating owners
•  The cellular fleet aggregates 97.7% of the total capacity deployed on liner trades in teu terms   

Out of a total of 5,959 ships active on liner trades for 18.81 M teu and 237.3m dwt
• The orderbook counts 454 ships for 3.39 Mteu representing 18.4% of the existing fleet (firm orders only)  
• The orderbook includes 286 ships for 2.37 Mteu with charter status representing 69.9% of the total orderbook   
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selected carriers - market share evolution 2005-2015 (alphaliner)
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Note 1 - The graph starts in September 2005, after the August 2005 purchase of PONL by APM-Maersk and of CP Ships by Hapag-Lloyd.
Note 2 - CSAV container business merged with Hapag-Lloyd business in December 2014.

THE CARRIERS 
‘2M’, ‘Ocean 3’, CkYH and G6 – The new alliance 
jigsaw completed
A new carriers alliance landscape emerged after the 
rejection in June 2014 by the Chinese competition 
authorities of the ‘P3 Network’ proposed by the world’s 
three leading carriers, Maersk Line, MSC and CMA CGM. 
This rejection prompted Maersk and MSC to team up in 
July within a partnership named ‘2M’, leaving CMA CGM 
out in the cold.

CMA CGM then teamed up with CSCL and UASC, 
themselves keen to strengthen their positions on the 
East-West sector. This resulted in the setting up in 
September of a new loose alliance arrangement between 
these three carriers called ‘Ocean Three’. They actually 
concluded various vessel sharing, slot exchange and slot 
charter agreements on the main East-West routes.

Both the ‘2M’ and ‘Ocean 3’ networks were implemented 
in January 2015, completing the alliance jigsaw. They 
add to the CKYHE partnership (COSCON, K Line, Yang 
Ming, Hanjin, Evergreen) and to the G6 arrangement 
(Hapag-Lloyd, NYK, OOCL, APL, MOL, HMM).

The 16 main East-West carriers are then all integrated 
within rival partnerships. It is essential to note that in 
each partnership, the participants continue to compete 
between themselves (See insert). On its side, Zim left 
the Far East-North Europe trade and retains a presence 
on the Asia-Med, transatlantic and transpacific trades.

Two further moves also added to these synergies, with 
prominent North-South carriers getting involved in the 
overall alliance picture: Chilean carrier CSAV merged its 
container business with Hapag-Lloyd while Hamburg 
Süd agreed to team up with UASC. Hamburg Süd itself is 
to absorb the container activities of CCNI, of Chile.

According to Alphaliner figures (Feb 2015), the ‘2M’ has 
the lion’s share on the Far East-Med-Europe route as it 
controls 35% of the weekly capacity, while the CKYH-
Evergreen arrangement keeps the lion’s share on the Far 
East-North America route with a 34% share.

Competition goes on within the alliances

The carriers East-West alliances are not integrated consortia. 
In all cases, the marketing, fleet operation and commercial 
matters remain the responsibility of each individual 
member, who compete between themselves within each 
alliance. They issue bills of lading in their own names. The 
alliance agreements are generally limited to the maritime 
segment and do not cover inland haulage or terminals.

The purpose of such agreements is to offer a wider 
pallet of seaborne services and more frequent sailings 
to customers. Members coordinate their sailings and assign 
such ship to such service, sometimes independently of 
who actually operates the ship. A drawback is rigidity : 
modification of a service pattern must be agreed by all lines 
within the alliance.
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The top carriers comfort their dominance
With an aggregated fleet of 16.2 Mteu and an annual fleet growth of 9%, the Top 20 carriers continued to confort 
their world’s market share in 2014 with a combined capacity reaching 86.2% on 1st January 2015 against 83.9% 
one year earlier, based on Alphaliner’s carriers league.

Maersk retained its top spot in the carrier rankings with an existing fleet of 2.89 Mteu, closely followed by MSC 
(2.54 Mteu), CMA CGM (1.64 Mteu), Hapag-Lloyd (0.98 Mteu) and Evergreen (0.95 Mteu).

Alphaliner Top 25 as at 01 January 2015

Total existing Orderbook

OPERATOR TEU Ships TEU Ships

1 APM-Maersk 2,890,444 602 186,488 13

2 Mediterranean Shg Co 2,539,354 497 695,500 54

3 CMA CGM Group 1,640,080 445 351,263 36

4 Hapag-Lloyd 980,354 186 46,500 5

5 Evergreen Line 945,438 196 174,032 14

6 COSCO Container L. 822,488 162 119,500 10

7 CSCL 679,246 136 56,940 3

8 Hanjin Shipping 608,459 98 56,140 6

9 MOL 606,386 113 60,060 6

10 APL 562,346 94

11 Hamburg Süd Group 533,365 111 48,928 5

12 OOCL 527,188 97 35,552 4

13 NYK Line 495,434 106 112,000 8

14 Yang Ming Marine Transport Corp. 401,920 87 225,186 18

15 PIL (Pacific Int. Line) 377,408 161 23,334 6

16 Hyundai M.M. 372,037 56 60,000 6

17 K Line 363,901 70 138,700 10

18 UASC 347,499 53 262,730 16

19 Zim 333,670 81

20 Wan Hai Lines 200,388 86

21 X-Press Feeders Group 112,448 78

22 HDS Lines 88,608 22

23 SITC 84,125 71 18,080 10

24 KMTC 83,622 50 8,672 4

25 TS Lines 75,347 37

Picture courtesy of Eric Houri
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THE SECOND HAND MARkET  
FOR CONTAINERSHIPS
With 248 ships sold in 2014, the year could be regarded 
as the strongest in the last five years. However one 
must highlight the several ‘artificial’ transactions that 
took place during the year related to restructurings, 
such as that of Zim which today seems to have escaped 
the worst.

We have witnessed an acceleration in the sales of 
‘distressed assets’ from the portfolios of German banks 
such as HSH Nordbank (nearly $1.3bn in total) with, for 
example, the sale of 8 ships of 1,145 teu (Kalkavan) to 
the Bunnemanns family (Asiatic Lloyds-Dauelsberg).

Another German bank stood out in 2014: Commerzbank 
with the transfer of some ten ships, mainly to the ‘new’ 
German shipowner Borealis, which was particularly 
active in 2014 (14 container vessels and 9 chemical 
tankers acquired during the year).

This ‘spring cleaning’, which was already underway 
in 2013, continued throughout 2014. Germany was 

the main provider of vessels sold on the international 
market (170 out of 248); these same Germans also 
distinguished themselves with the acquisition of 
46 vessels, of which 37, however, came from their 
own compatriots.

Sinokor, Lomar and SFI were the most active buyers 
in 2014 with a total of 30 vessels purchased by these 
three owners, including 24 Panamax! Few observers 
had believed in the future of these vessels in 2013 
with the declared opening of the new Panama Canal and 
the arrival of the more economical ‘wide beam’ vessels. 
The renewed interest seen for this size can be explained 
by a convergence of several factors: more delays  
in the expansion of the Canal, attractive sales prices 
($12-17m in 2014 versus $28-42m back in year 2012! 

As well as the prospect of significant increases in transit 
costs for the new Canal compared to the current one’s 
tariffs. Some shipping lines even considered enlarging 
these Panamax vessels but abandoned these projects 
however.

Sales since 2007 (>3,000 teu) by number and size of ship

  2007 2008 2009 2010 2011 2012 2013 2014

900 teu and below 44 58 
incl. 18mpp 43 33 33 55 40 39

900 - 2,000 teu 85 54 64 92 33 76 84 84

2,000 - 3,000 teu 51 22 19 25 9 15 41 39

More than 3,000 teu 45 20 6 54 29 13 44 86

TOTAL 225 154 132 204 104 159 209 248

Rio Blanco 
5,905 teu, 23 knots 
Built 2009 at Daewoo 
Owned by Hamburg Süd

Here at Blohm & Voss 
dockyard in August 2014
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ANALYSIS OF CELLULAR CONTAINERSHIPS 
SALES IN 2014

Ships over 10,000 teu: no sales
No second hand sales were reported in this segment in 
2014. At the end of the year, one recorded 265 existing 
vessels of which around two-thirds were owned by 
shipping lines; this figure should be compared to the 
some 130 ships on order in this size segment, of which 
around two-thirds are on behalf of regular investors, 
most often secured against long term employment with a 
liner operator.

Those ships which demonstrated exceptional economic 
and operational efficiency attracted existing investors 
such as Seaspan, EPS or Shoei Kisen, as well as a 
newcomer: Quantum/Scorpio, which organized the 
financing of 6 x 19,514 teu ships at the end of the year.

Over Panamax: 25 sales
With 25 ships sold in 2014 (versus 6 in 2012 and 20 
in 2013), this segment recorded an increase in activity 
during the year. The existing fleet represents 900 ships, 
of which nearly one half is in the hands of non-operating 
owners; this balanced distribution renders the second 
hand market more fluid. Conversely, when it comes to 
the over-Panamax orderbook, it is shipowner investors 
who are behind nearly 85% of ships to be delivered. 
Shipowner MC Seamax (a subsidiary of Mitsubishi Corp) 
made a splash in 2014 with the purchase of five ships 
built in the mid 2000’s each with three-year charter back 
contracts (2 x Yang Ming, 2 x OOCL, 1 x CMA CGM).

Panamax: 45 sales
There were 45 ships sold in 2014 against just 6 in 2013; 
as already highlighted, 2014 marked a remarkable 
transactional year in every way for these ships.

Ships 2,000 – 3,800 teu: 51 sales
Sales volumes were almost unchanged in this segment 
compared to the previous year, with 51 sales recorded 
in 2014 versus 56 in 2013. However sale prices softened 
10-15%, and even 20-25% for those ships over 15 years 
of age. We noted a slight revival in interest in this size 
segment at the end of the year. No sellers or buyers 
stood out in this segment, which remains however 
heavily dominated by German owners.

Ships 1,000 – 2,000 teu: 80 sales
Activity remained firm in the second hand market for 
this size segment, in all likelihood a result of the empty 
orderbook for smaller vessels. However the decline in 
prices, already underway the last few years, continued 
in 2014. 

This segment suffered from the operational expansion 
of larger feeder ships (2,200-2,800 teu), leaving 
little volume available for the smaller units which 
understandably are not being renewed.

Several shipowners, such as Asiatic Lloyd, Borealis 
and Continental Investment, took advantage of the low 
prices during the year to snap up the highest quality 
ships available.

Ships less than 1,000 teu: 42 sales
Those owners traditionally active in this small size 
segment were again present during the year: the 
Chinese, Indonesians, Middle Eastern owners… They are 
mainly small operators of local lines who are dividing 
up the opportunities (and there are some!) for what is 
however an ageing fleet; today there are approximately 
15 ships on order versus a fleet of more than 
1,600 vessels on the water. 

MSC Athens 
8,827 teu, 22 knots 

Built 2013  
at Sungdong shipyard 

On a long term time 
charter to MSC 

Owner:  
Costamare Shipping

BRS - 2015 annual REVIEW 95



Wedellsborg, RoRo, 2,546 lm 
or 892 teu on 3 decks plus 
1 car deck, 20 knots. 
Delivered by Visentini 
Shipyard in April 2014 and 
operated by Nordana
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Ro-Ro
PUSHING UP A GEAR

The general economic outlook in Europe, 
the main ro-ro market place, finally provided 
some reasons for optimism, particularly in 
the first half of 2014. Growth in the second half 
of the year was slightly weaker than expected, 
largely on account of weak investment and fears 
of deflation.
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Overall, advanced European economies finally showed a 
growth rate of about 0.8% in 2014 as opposed to -0.5% 
in 2013. These are by no means reassuring numbers 
and the general sentiment is that Europe is facing a long 
period of slow growth. Growth in Europe is projected 
to increase by merely 1.2% in 2015 and 1.4% in 2016. 
The monetary injection by the ECB in early 2015 is 
expected to spur economic activity while the decline 
in oil prices will likely have conflicting implications on 
the emerging markets on Europe’s periphery, favouring 
oil-importing economies and hurting oil exporters like 
Russia and North African countries. The geopolitical 
situation and economic slowdown in Russia has already 
had a negative impact on the Baltic and Black Sea ro-ro 
markets so we remain concerned about the detrimental 
effect on the demand side.

CHARTERING MARkET FINDS ITS BALANCE
Following almost five years of agony caused by feeble 
demand and acute tonnage oversupply, the market seems 
to be finding an eagerly awaited, but fragile balance. 
The supply side has been solid with decent cargo levels in 
most developed markets, particularly in the Continent-UK 
corridor where operators have increased capacity on the 
back of increased cargo volumes. 

Major operators were generally optimistic, results were 
mostly better than expected, but everyone involved 
remained cautious because of doubts regarding the full 
recovery of the European economies.

Throughout 2014, the number of chartering transactions 
remained relatively low. Overall, chartering rates 
increased by up to 10% in comparison with 2013. A spike 
of activity was registered in the last quarter of the year 
as North European operators optimized their fleets in 
anticipation of the big game-changer, the implementation 
of emission control legislation starting 1st January 2015. 

The southbound migration of tonnage continued in 
2014. A number of small and mid-sized units were made 
redundant in the Continent/Baltic market leaving only 
a handful of <1,500 lm vessels left operating in North 
Europe, with the exception of the Irish Sea, which has 
not yet been impacted by emission control regulations. 
The situation remains precarious for the popular  
1,600-1,800 lm size category, which has been suffering 
in the previous five years due to lack of appetite from 
most North European operators, even though iced-class 
tonnage should still be able to find employment in years 
to come. When it comes to larger sizes and particularly 
ice-classed tonnage, demand has been more consistent 

throughout the year and we expect the trend to continue 
in 2015, particularly in North Europe.

Being highly consolidated and saturated, the ‘mature’ 
European markets are quite resilient and are not 
susceptible to temporary blows caused by external 
events. This cannot be said of the Mediterranean market 
which has shown considerable volatility and sensitivity, 
reacting strongly to seasonal drops of demand and 
geopolitical shocks. 

On top of the persistently bad condition of major South 
European economies, further sorrow has been added 
by the continuation of the Syrian civil war as well as 
increasing safety concerns in Libya since May 2014 
where a full-blown civil war is in the making. It is 
worthwhile underlining the importance of the Libyan 
market for Mediterranean ro-ro shipping – the otherwise 
strong cargo flows never really picked up after Ramadan 
thus releasing a considerable number of small & mid-sized 
ships back onto the market. 

In the second half of the year, the conflict in Ukraine 
provoked European sanctions on Russia thus disrupting 
the cargo flows to the Baltic countries, Russia as well 
as the Black Sea. A slight oversupply of tonnage was 
registered throughout the year in the Mediterranean and 
the Black Sea, but it has varied throughout the course of 
the year and affected mostly tonnage above 1,500 lm 
capacity. The smaller sizes fared well with charter rates 
going up between 5-10% when compared to 2013. 
However, due to escalation of the conflicts in Libya and 
Ukraine/Russia in the second half of the year, the rates 
were again stagnating.

The trend of market consolidation and cooperation 
between operators continued in 2014. Mann Lines and 
Stena concluded a ‘tonnage for space’ agreement on Mann 
Lines’ service between Finland, Estonia, Germany and 
the UK. Cobelfret/CLdN terminated its agreement with 
Stora Enso for transportation of the Stora Enso cargoes 
between Belgium and Sweden. Swedish Orient Line 
(SOL) immediately stepped in and widened their logistic 
agreement with Stora Enso. 

With 2015 emission regulation constraints in mind, 
some services were cut while others were upgraded. 
Both Finnlines and SOL increased their presence on 
the Germany-Finland corridor. Transfennica ceased its 
“Motorways of the Sea” ro-ro service between Bilbao, 
Portsmouth and Zeebrugge at the end of the year due 
to fear that the bulk of trailer volumes would return to 
the road.

Throughout 2014, the number 
of chartering transactions 

remained relatively low. Overall, 
chartering rates increased by up 
to 10% in comparison with 2013.

The trend of market 
consolidation and 

cooperation between 
operators continued in 2014.
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Ark Dania, Ro-Ro, 
3,000 lm on 3 decks plus  

1 car deck, 20.5 knots.
Second of 2 sisters 

ordered by DFDS A/S  
in P+S Werften 

Shipyard, delivered in 
November 2014

P&O Ferries expanded its North Sea business with the 
introduction of a daily service between Teesport and 
Zeebrugge while CLdN/Cobelfret added ro-ro capacity 
to its Holland to Portugal link. DFDS opened a new 
Travemunde-Klaipeda service which closed later in the 
year due to the negative impact of the sanctions imposed 
on Russia on the route’s freight volumes.

Messina reviewed its business plan and decided to close 
its Continent-Mediterranean con/ro service. Nordana 
Line introduced a new intra-Mediterranean service which 
was closed shortly thereafter due to low cargo volumes. 
Italian operator Mediterranean Cross Lines redelivered all 
its chartered vessels by the end of the year, casting some 
doubts on the future of its cross Mediterranean service. 
Most services to Libya came to a halt by the end of the 
year due to security reasons.

Volumes out of Turkey have been consistently strong. 
The youngest operator on the corridor EKOL Logistics 
has even added a new high-speed ro-ro service between 
Turkey and South France operated by the 2,700 lm Ayshe. 
After purchasing the company in 2007, KKR sold Turkish 
operator UN Ro-Ro to Turkish investment companies 
Esas Holding and Actera Partners. The Black Sea market 
was more subdued than usual with less chartering and 

S&P activity. The effects of the crisis in Ukraine and 
the sanctions on Russia took their toll in the second half 
of the year. 

Facing declining cargo volumes and import limitations for 
second hand vehicles in certain West African countries, 
not to mention the Ebola outbreak, ro-ros have continued 
to lose their market share against fierce competition from 
the deep sea PCTC and con-ro Vessels. Messina closed 
down its con-ro service to West Africa and signed a vessel 
sharing agreement with Spanish carrier Marguisa, who 
already have a similar agreement with CMA CGM on the 
service between the West Mediterranean and West Africa. 

Dutch NMT Group has taken over the liner activities 
of RMR Shipping, which traditionally offered a regular 
liner service between North Continent and Nigeria using 
primarily ro-ro ships. Based on the latest developments, 
it is expected that NMT Group will focus its chartering 
activities on PCTC tonnage instead of ro-ro ships.

The Caribbean ro-ro market remained secluded and 
relatively uneventful but we foresee interesting 
opportunities in the Cuba/USA trade if US sanctions are 
lifted in 2015.
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SHRINkING TRAMP MARkET
Unlike most other shipping markets, overcapacity is not 
the primary ailment of the ro-ro market. After years 
of intensive tonnage demolition and weak tonnage 
replenishment the world fleet has been well cleansed and 
has ridden itself of an impressive number of outdated 
and technically obsolete vessels. To illustrate, about 
200 vessels have been recycled in the last 5 years while 
only 82 have been delivered. Translated into lane meter 
capacity, more than 360,000 lm have been lost while 
about 270,000 lm have been delivered to the world 
fleet. This translates in an average size of about 1,800 lm 
for recycled tonnage versus an average size of about 
3,300 lm for units delivered over that period. 

As a result of the persistently weak charter market and 
the need for economies of scale, small and mid-sized 
vessels, mostly owned by independent tonnage providers, 
have been made redundant in the busiest trade lanes, 
like UK-Continent, Continent-Baltic, cross Mediterranean, 
and have been forced to move to peripheral markets or 
the beach. The traditional tramp market as it was before 
is slowly but surely shrinking, which is leading to the 
gradual disappearance of traditional tonnage providers. 
We expect that when in need of additional capacity, 
operators will be forced to turn to their peers for 
additional capacity, which may consequently push up the 
charter prices. This phenomenon also makes the market 
extremely difficult to penetrate for potential newcomers 
who have no quick access to efficient, modern tonnage. 

NO NEWBUILDINGS FOR THE CHARTER MARkET
Ten new units were delivered during the course of 
the year for a total of approximately 40,700 lm. In 
comparison, 9 units with about 27,700 lm were delivered 
in 2013. The average size of delivered vessels has 
continued to grow and has now breached 4,000 lm per 
unit primarily because of the fact that 5 of the newly-
delivered units were deep-sea con/ros (2 x Grimaldi,  
2 x Bahri and 1 x Messina unit) with more than 5,700 lm 
capacity each. Only one ship, Visentini’s newbuilding 
Wedellsborg, was ordered on speculation and destined 
for the tramp market and was quickly tied up on a long-
term contract to Nordana Line more than a year before 
delivery. 18 vessels are expected to be delivered in 2015 
and only one of them might end up on the tramp market, 
if it is actually delivered (the long-delayed Al Hurreya 3). 
11 vessels that will be delivered have more than 
5,000 lm capacity and are destined for deep-sea con/
ro services - once again, these are orders by Grimaldi 
including affiliate ACL and Messina.

Despite competitive newbuilding prices, especially 
towards the end of the year, only four ro-ro vessels have 
been ordered in 2014. Just like in 2013, speculative 
investors and pure tonnage providers have abstained 
from ordering tonnage. Flensburger-Schiffbau-
Gesellschaft (FSG) has signed a contract with Australian 
company SeaRoad for a 181 metres long LNG-powered 
ro-ro with 1,960 lm capacity, expected to be delivered 
in 2016. Japanese A-Line Ferry has ordered a 1,100 lm 
ro-ro for domestic service at Yamanishi shipyard while 
Canadian Seaspan Ferries Corporation ordered at 
Sedef yard in Turkey two dual-fuelled (diesel and LNG) 
single-deck ro-ros with about 1,030 lm capacity each. 
The vessels are due for delivery in 2016.

We expect Newbuilding prices to drop further in 2015. 
The market fundamentals and improving chartering 
conditions as well as the need for sophisticated, large 
tonnage with a low emission footprint should tempt 
operators with strong balance sheets to invest.  
As a consequence, we may well see the number of orders 
increasing in 2015.

CONSISTENT DEMOLITION ACTIVITY  
AND SUBDUED S&P MARkET
Sale and purchase activity continued to drop with 
only 11 transactions registered against last year’s 15. 
This amounted to a total of approximately 13,639 lm with 
an average age of approximately 26 years and average lm 
capacity of approximately 1,239 lm per vessel. Only two 
vessels were sold to EU based buyers, one to Lebanese, 
three to Near Eastern buyers, two to Philippines based 
buyers, two to Far Eastern and one to undisclosed buyers. 
It is worthwhile mentioning that all the vessels sold were 
at least 17 years old.

Scrapping activity remained consistent with a total of 
34 units that went for scrap, almost exactly in line with 
2012 (33 units) and 2013 (34 units). The average age was 
33.6 years. Unlike last year, the primary victims were 
smaller units with 13 units under 1,000 lm and 13 units 
under 2,000 lm. The average lm capacity of the vessels 
was about 1,560 lm, a significant decline compared to 
the 2,350 lm of 2013. The total lane meter capacity 
scrapped was about 53,150 lm which is a 33% decline 
in comparison with 2013. We expect demolition activity 
to slow down in 2015 on the back of higher returns from 
the chartering market.

RO-RO’s have continued 
to lose market shares against 

PCTC and con-ro vessels on 
West Africa routes.

In relation to new emission 
regulations as from 2015, 

some services were cut 
while others were 
upgraded in 2014.
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NEW EMISSION CONTROL REGULATIONS 
AROUND THE CORNER
In the final year before the dreaded arrival of Marpol 
Annex VI emission control regulations, most of the action 
taken by North European operators was premeditated 
with 2015 in mind. Although some grants and aids were 
given by the EU and governmental bodies virtually all 
the costs will inevitably fall on operators’ shoulders first. 
The main question was how to adapt to the new rules, 
absorb the added fuel costs or amortize the investment 
in emission abatement technology by increasing 
freight rates without losing customers to other modes 
of transport. 

Slow steaming, capacity & schedule optimisation, cost-
control and elimination of unprofitable lines without 
economic viability were all on the menu. As a short 
term solution, use of MDO and other ECA suitable 
distillates remains a viable solution, particularly for 
smaller and older tonnage. However, there are now no 
more doubts about the direction most North European 
operators are taking in the long run when it comes to 
emission abatement technology - scrubber technology. 
Bets were being placed on other solutions such as LNG 
and methanol and they are still being considered by 
some. The likes of Transfennica, P&O and Finnlines 
have followed in DFDS’ footsteps and started installing 
scrubbers on most of their owned fleet sailing on long 
haul routes. 

When it comes to tonnage on charter, several tonnage 
providers (Stena RoRo, Bore) have decided to install 
scrubbers on the back of longer contracts at more 
lucrative charter rates. Most owners/operators are also 
studying alternative fuels and techniques for emission 
cleaning. An interesting and so far unique technical 
solution is the installation of a modernized Flettner rotor 
on the Bore owned Estraden for her charter to P&O. 
The system uses wind power and the Magnus effect to 
produce fuel savings, reported to be upto 20% by the 
manufacturers.

The financial blow that was expected to be dealt to 
operators by the emission regulation implementation 
will however be partially absorbed by the unexpected 
year end steep drop in oil prices. 

The decline in oil prices has in turn seriously affected 
MDO prices which have gone down by almost 40% since 
the beginning of 2014. Provided the bunker prices 
remain considerably low in 2015, operating costs will 
be significantly reduced. One can therefore speculate 
that some owners/operators may postpone further 
investments in emission control technology and sail on 
MDO or other ECA suitable distillates while the bunker 
prices remain this low.

Jolly Titanio, ConRo, 
6,300 lm on five decks or 

2,400 teu, 20 knots.

Ordered by Ignazio 
Messina & C. S.p.a. at STX 
Jinhae Shipyard, delivered 

in November 2014
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Neptune Thalassa, car carrier with 
30,660 square meters on 10 decks 
equivalent to approximately 3,200 CEU  
with 1 hoistable deck. Delivered in  
April 2014 by Hyundai Mipo Dockyard (HMD)  
for and operated by Neptune Lines
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car carrier
A DISAPPOINTING YEAR

2014 disappointed, with the hoped-for higher 
gear never kicking in. This was reflected  
in an overall flat charter rate movement with 
a downward pressure, particularly for small and 
medium sizes, which ended at a lower point 
than at the start of the year. Prospects for light 
vehicles sales for 2015 are rather subdued as 
a result of lower than expected growth in global 
economic activity and high geopolitical risk 
in certain markets. lower oil and commodity 
prices, while a boon for advanced economies, 
could weaken the economic performance 
of emerging and developing countries. 
We therefore fear that 2015 will be another year 
of transition.
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CHARTERING ACTIVITY
Chartering activity throughout the year was basically 
steadily low in both Europe-Atlantic and Asia-Pacific, 
registering a few spikes at different times in the two 
regions. If throughout the first half of the year these 
spikes occurred mostly in Europe-Atlantic, they shifted 
mainly to Asia-Pacific in the second half of the year. 
The catalyst behind the shift was two-fold. 

On the one hand, there was the outbreak of Ebola 
in West Africa, which started to seriously disrupt the 
activities of operators by the middle of the summer, 
so much so that cargo flows almost ground to a 
complete halt, forcing some operators and owners to 
idle their ships for weeks. On the other hand, there 
was the rapidly escalating conflict in the Ukraine and 
the gradual effect of Western sanctions imposed on 
the Russian economy. 

By the start of the fourth quarter, owners of open 
tonnage in Europe-Atlantic were repositioning their 
ships to Asia-Pacific in the hope of finding greener 
pastures. They were disappointed, because although 
Asia-Pacific did offer more chances of finding 
employment due to the greater number of operators 
active in the region, demand for tonnage was essentially 
limited to short term durations, with only a few 
exceptions attracted by very poor charter rates.

THE ANTI-TRUST INVESTIGATION
Throughout the year, the sweeping investigation into 
alleged anti-competition behaviour by a large number 
of operators, which began in September 2012, produced 
a number of results. In February, MOSK and its affiliate 
NMCC agreed to pay penalties to the United States (US) 
Federal Maritime Commission (FMC) as a compromise 
agreement over allegations of violations of the US 
Shipping Act. In March, it was CSAV’s turn to reach 
a compromise agreement with the FMC against the 
payment of a penalty. Interestingly, the compromise 
agreements reached with the FMC allowed the operators 
to avoid the admission of violating the US Shipping Act.

Also in March, the Japanese Fair Trade Commission 
(JFTC) found NYK, K Line, WWL, NMCC and MOSK guilty 
of having violated the Japanese Antimonopoly Act 
(AMA), issuing cease and desist orders together with 
surcharge payments against these operators. MOSK 
was exempted from administrative orders because it 
had already ceased its illegal conduct before the on-
site investigation. In September, K Line entered into 
a plea agreement with the US Department of Justice 

(DOJ), agreeing to pay a fine to resolve allegations of 
violating US antitrust laws. Similarly, at the very end 
of December, NYK entered into a plea agreement with 
the US DOJ, paying a fine based on charges that it also 
violated US antitrust laws. 

We suspect that more convictions and penalties will be 
handed out in 2015, also in consideration of the fact 
that the European Commission’s antitrust authorities 
have yet to pronounce themselves on the case.

VEHICLE MANUFACTURING & EXPORTS
Year-end statistics shed some light on the evolution of 
the charter market throughout 2014. In the US, light 
vehicles sales for the year stood at 16,531,070 and 
represented an increase of 6% y-o-y. Once again, the US 
market was the star performer, and a key contributor to 
overseas shipments, as evidenced by the deliveries from 
Japan of 1,664,639 units, even though down 1% y-o-y, 
and those from Korea of 585,598 units, up 13% y-o-y. 
Both Japan and Korea saw their total annual automotive 
production rise but exports fall. 

In Japan, calendar year automobile production stood 
at 9,774,558 units, up 1.5% y-o-y, of which passenger 
cars accounted for 8,277,070 units, up 1.1% y-o-y; 
domestic automotive sales rose 3.5% y-o-y to 
5,562,887 units, of which passenger cars accounted 
for 4,699,590 units, up 3.0% y-o-y; and automobile 
exports were 4,465,635 units, down 4.5% y-o-y, of 
which passenger cars were 3,835,595 units, down 
5.7% y-o-y, with 744,138 units exported to Europe, 
up 4.9% y-o-y, and 1,537,676 units exported to the 
US, down 10.6% y-o-y. Partial labor strikes hit again in 
Korea, negatively impacting annual vehicle production 
and exports, respectively at 4,524,661 units, edging 
up just 0.1% y-o-y, and 3,061,392 units, slipping 0.9% 
y-o-y, whereas domestic sales climbed 5.8% y-o-y to 
1,463,945 units. 

Chinese automotive output and sales registered another 
record year with a total of 23,722,900 units produced 
and 23,491,900 units sold, but the y-o-y growth 
rates slumped to 7.3% and 6.9% respectively from 
their 2013 rates of 13.9% and 14.8% respectively. In 
terms of passenger cars, annual production and sales 
improved to 19,919,800 units and 19,700,600 units 
respectively, but also suffered a slowdown compared to 
the previous year, rising only 10.2% (vs. 16.5% in 2013) 
y-o-y and 9.9% (15.7%) y-o-y respectively. In terms of 
commercial vehicles, annual production and sales stood 
at 3,803,100 units and 3,791,300 units respectively, 

Sale & purchase activity 
rose by 81% compared to 

2013 with 70% of the buyers 
based in Asia-Pacific.

26
new pctc ships were ordered 

in 2014 with an average 
intake of 5,948 cars per unit.
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a decline of 5.7% y-o-y and 6.5% y-o-y respectively. 
Automotive exports decreased for the second 
consecutive year, down 6.9% y-o-y, with 910,400 units, 
of which passenger cars were 533,000 units, down  
10.6% y-o-y, and commercial vehicles were 
377,300 units, down 1% y-o-y. 

A welcome bright spot appeared in the Europe Union 
(EU), where new passenger car registrations amounted 
to 12,550,771 units, representing a 5.7% rise y-o-y 
and the first expansion after six consecutive years 
of decline. Unsurprisingly, this improvement was 
counterbalanced by the 10.3% y-o-y decline of Russian 
sales of new cars and light commercial vehicles with 
2,491,404 units. In Brazil, all indicators for light vehicles 
were below the previous year, with sales down 6% at 
3,333,397 units, output down 14% at 2,973,215 units, 
and exports down 41% at 310,156 units.

World economic output is projected to rise by 3.5% y-o-y.  
In 2015 with world trade volume increasing 3.8% y-o-y. 
Against this backdrop, global light vehicle sales are 
forecast to rise between 2% and 3% in 2015, after 
growing 3.5% in 2014, and to reach 87.1 million units. 
Global light vehicle production is expected to post a 
similar increase of 3% in 2015, but is set to breach the 
90 million units ceiling for the first time ever. 

Western European car sales are forecast to grow for 
a second consecutive year, with a 3% y-o-y rise, with 
some upside possibly in store thanks to the quantitative 
easing policy of the European Central Bank (ECB) and 
low oil prices. All eyes, however, will be on Russia, 
whose sales are expected to decline by 25-35% with 
1.52-1.75 million vehicles, thereby potentially dragging 
down other markets. US light vehicle sales are projected 
to reach 16.9 million units, increasing by circa 2%, with 
possibly some upside here too. With China forecast 
to experience another year of slower than targeted 
economic growth, the expansion of passenger car sales 
is in turn expected to slow to 8% with 21.3 million 
units. Korean exports are set to gain 1.6% and reach 
3.1 million units, which in turn are expected to push up 
production by 1.1% to 4.5 million units. 

Hyundai Motor Company (HMC) aims to sell 5.05 million 
vehicles globally, representing a 1.7% rise from 
last year’s result. For its part, rival Toyota Motor 
Corporation (TMC) is announcing a decline in both 
worldwide sale and production of 1% y-o-y, the first 
such bearish forecast since 2011, affected in part by 
slowing demand in Japan, whose economy is projected 
to grow by 0.6% y-o-y. For Brazil, the outlook is to 
hopefully maintain the same levels of performance of 
its automotive industry as seen in 2014.

Hoegh Jacksonville, 
car carrier with 

55,000 square meters 
on 12 decks equivalent to 
approximately 6,500 CEU 

with 4 hoistable decks. 
Delivered in April 2014 

by by Daewoo-Mangalia 
Heavy Industries for 

Ocean Yield and operated 
by Hoegh Autoliners
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THE FLEET
Solid and healthy fundamentals remain the dominant 
feature of the sector’s supply side. Based on a capacity 
of 1,000 CEU and above, at the turn of the year, the 
fleet counted 752 vessels equal to approximately 
3.86 million CEU, with an average age of 10.3 years. 
The overall orderbook stood at 59 units, representing 
7.8% of the current fleet, stretching out to 2017, and 
accounting for a total of approximately 400,000 CEU.

22 units were delivered during the course of the year, 
accounting for approximately 138,000 CEU, versus 
last year’s 19. This 15% rise marks the first return to 
growth in new buildings after four consecutive years 
of decline. Average size was 6,257 CEU, which, in line 
with our forecasts, represents a marginal decrease of 
0.22% when compared to the average size of 2013. 
The average size is, however, set to rebound in 2015 
and breach the 7,000 CEU ceiling for the first time ever, 
as the name of the game remains maximizing economies 
of scale.

Based on ships of 1,000 CEU and above, new orders 
placed during 2014 stood at 26 units equivalent to 
approximately 155,000 CEU, with an average intake 
of 5,948 CEU. K Line, Ray Car Carriers, Wallenius Lines 
and Hyundai Glovis all added more post-Panamax beam 
vessels to their already existing tally, with respectively 
two, two, two and four units. Curiously, MOSK has yet 
to join the ranks of carriers with post-Panamax tonnage 
on order. Siem Car Carriers placed an order for three 
Panamax beam ships of 7,000 CEU in Uljanik after it 
became clear that their order for upto six similar units 
at Samjin’s Weihai yard was not going to be completed 
because of the financial woes of the yard, which went 
into receivership in September. UECC’s order at NACKS 
for two ships of 3,800 CEU endowed with ice class 1 A 
and dual propulsion system in order to comply with the 
ECA legislation marks a breakthrough as it is the first 
such order for the sector. Three Chinese companies, 
Zhongfu Shipping, Anji Leasing, and Shanghai Ansheng 
Automotive, placed orders for respectively two, one 
and two ships of approximately 2,000 CEU intake, all of 
which earmarked for Chinese domestic traffic.

Interestingly, five units on order had their deliveries 
deferred to 2015. The deteriorating state of the charter 
market in the second half of 2014 is likely to have 
influenced this decision for some owners.

Demolition activity remained constant compared to 
last year with 14 units, accounting for approximately 
56,000 CEU, down 7% y-o-y in terms of “lost” capacity. 

Average age was 27.8 years, 3.8% lower than in 2013. 
Looking ahead, 56 units, or approximately 239,000 CEU, 
representing 7% of the current fleet, will be 28 years 
and above in 2015. In 2016, 64 units, or approximately 
282,000 CEU, representing 8.5% of the current fleet, 
with be 28 years and above. We therefore expect 
scrapping activity to continue to remain steady over 
the next two years, regardless of the volatility of 
scrap prices.

In 2015, 28 units, representing 3.7% of the current fleet 
and equivalent to approximately 198,000 CEU, are due 
to be delivered. In 2016, 20 units or 2.7% of the current 
fleet, are due for delivery accounting for approximately 
124,000 CEU. Holding all other variables steady, if all 
64 of the potential demolition candidates are scrapped 
over the next 24 months, the fleet would experience a 
reduction in terms of vessels (-16 ships) and growth in 
terms of capacity (+40,000 CEU). However, only 9 ships 
out of the 14 demolished in 2014 were aged 28 years 
and above. When applying the same ratio of 22.5% to 
the 64 potential demolition candidates the result is just 
approximately 14 ships, which when subtracted from 
the 48 ships due for delivery between 2015 and 2016, 
gives us a net fleet growth of 34 ships. We suspect 
that the future lies somewhere in the middle of these 
two scenarios.

Sale and purchase activity nearly doubled, rising 81% to 
20 units, including purchase options, from last year’s 11. 
Average age was 14 years and average size was 
approximately 5,800 CEU for a total of approximately 
116,000 CEU. 70% of the buyers are based in  
Asia-Pacific. All four Ladybugs belonging to TMT/
RoRo Line were purchased by Korean interests, with 
three being operated by Hyundai Glovis and one by 
EUKOR. Interestingly, a post-Panamax new building 
on order and due for delivery in March 2015 features 
amongst the sales. For 2015, we expect to see similar 
levels of sales transaction, partly as a result of an 
increasing need to rejuvenate the ageing fleet operating 
in Europe-Atlantic.

14 UNITS
were scrapped in 2014,  

same number as in 2013.

The fleet development trend 
seems well established into 

post-panamax ships.
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Harvest Leader, car carrier with post-Panamax 
beam and approximately 63,000 sqm 

 on 13 decks equivalent to approximately 
7,700 CEU with 4 hoistable decks. Delivered in 

October 2014 by Hyundai Mipo Dockyard (HMD) 
for Ray Car Carriers and operated by NYK Line
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Marine 
insurance
OVERCAPACITY  
AND EARLIER POLICY 
YEARS CAST A SHADOW 
OVER THE MARkET

a number of maritime casualties have spilled 
into the consciousness of the general public: 
 

Hoegh Osaka, Cemfjord, norman atlantic, Bulk 
Jupiter... all brought reminders that traditional 
safety concerns remain at the top of the 
industry’s agenda for 2015.
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2014: HULL AND CARGO MARkETS STAGNANT
Hull and cargo markets are essentially stagnant, reported 
the International Union of Marine Insurance 2014 
conference in Hong Kong last September 2014, after global 
marine premiums fell 1.7% in 2013, from $34.8bn in 2012 
to $34.2bn.

Hull premiums for 2013 stood at $8.5bn, down 0.8% 
on 2012. 

At IUMI the overriding message was that the market was 
soft to the point of unprofitability but insurers seem to be 
unwilling or unable to turn around the situation. 

Hull 
Pricing pressure on Hull insurers is likely to continue for 
the foreseeable future with a surfeit of available A-rated 
capacity. 

Cargo 
A poor underwriting year has meant significant changes 
to reinsurance programs, both in monetary terms and 
increases in retention. The increase in capacity within 
Lloyd’s has meant underwriters have been unable to 
impose the price increases they have sought, thus making 
a potential hardening less likely. There has been some 
notable hardening of rates on certain classes of cargo, 
although overall the market remains relatively flat. 

Marine premium 2013 – by line of business

GLOBAL HULL 

25.0%

OFFSHORE / ENERGY 

15.4%

MARINE LIABILITY 

6.5%

TRANSPORT / CARGO 

53.1%
total: $34.2 billion 

change 2012 to 2013: -1.7%

Looking at 2015, one 
should certainly not expect 

the market prices to tip over. 
Overcapacity will keep 

rates down.
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cargo premium 2013 - by markets

BELGIUM 

1.9%
BRAZIL 

6.3%
CHINA 

9.3%
FRANCE 

5.1%
GERMANY 

7.2%
ITALY 

2.7%
JAPAN 

8.5%
MEXICO 

2.2%
NETHERLANDS 

2.1%
NORDIC 

1.7%

UK (IUA) 

3.7%

RUSSIA 

3.7%

SPAIN 

1.4%

UK (LLOYDS)* 

7.6%

USA 

4.9%

OTHER 

31.6%

*including proportional and 
facultative reinsurance

total: $18.2 billion
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hull–Gross* ultimate loss Ratio - Europe/USA**, Underwriting years 1996 to 2013
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* Technical break even: gross loss ratio does not exceed 100% minus the expense ratio (usually 20%-30% acquisition cost, capital cost,management expenses) 
** Data: Belgium, France, Germany, NL, Nordic (Cefor), Italy, Spain (until 2007), UK, USA

Costa Concordia peak

2011 : Strong major loss impact (Costa Concordia & others)

2012/2013 : Less major loss impact as in 2011.

2013 : Improvement, but technical result still at loss (18th year).

REDUCED CLAIMS FREqUENCY 
With more than 90% of global trade estimated to be 
carried by sea, the safety of international Shipping Vessels 
and routes is critical to the health of the global economy. 
During 2013 there were 94 large ships lost reported 
worldwide, ensuring the annual total dropped under 100 
for only the second time in 12 years, continuing the recent 
downward trend.

For the 12th successive year foundering (69) was the most 
common cause of loss, accounting for almost three quarters 
of all losses (73%). This was up on both 2012 – 55 (47%) 
and the previous 10-year average – 62 (44%). Wrecking/
running aground (11) and fire/explosion (11) were the 
cause of the majority of the remaining losses.

The insured values at renewals is starting to normalize and 
the newbuilding orderbook ensures a continued influx of 
expensive newbuildings .

As a percentage of the total insured portfolio, ships valued 
over $100 million peaked in 2014. The same applies to 
ships valued at over $300 million. Together, these two 
categories account for circa 5.6% of the portfolio.

That sets a pricing challenge. Bigger ships, new technology, 
law and liability changes, new engine and fuel types but 
also the arrival of Arctic routes mean that major claims 
cannot be assessed from year to year.

Nowadays, companies are becoming more dependent on 
the results of their core business. The picture is completely 
different from 10 years ago, when premiums could be 
invested in capital markets to generate a good return. 
As Mark Carney (the Bank of England governor) put it 
earlier this year: “In effect, a soft cycle in financial markets 
is reinforcing a soft cycle in insurance, a particularly 
problematic combination.”

Looking at 2015, one should certainly not expect the 
market prices to tip over. Overcapacity will keep rates 
down, as emerging market entrants add to problems. 
We continue seeing an influx of capital pushing the prices 
of most major lines down to their lowest levels since the 
early 2000’s, with competition especially acute between 
different markets. And yet people from emerging markets, 
mainly those from Latin America and Asia are forming an 
orderly queue in order to get into the market. In particular, 
big Chinese insurance companies such as People’s 
Insurance Co. of China and China Pacific Insurance Co. 
have built large cargo insurance books on the back of that 
country’s vast exports to Europe and North America.
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SUMMING UP HULL
World fleet continues to grow, insured risk increases, 
global-hull premium stays flat.

Claims cost & frequency improve, but major claims risk 
cannot be judged from one year and follows exposure.

Technical results still at loss (18th consecutive year). 
Some improvement, due to reduction in claims cost.

SUMMING UP CARGO
Upswing in trade continues, cargo premium stagnates.

Without Sandy, 2010-2013 show similar loss ratios.

Claims pattern differ in recent years. Impact of natural 
catastrophes (Thailand floods, Sandy). 

Claim cost unlikely to decrease. Increased accumulation 
risk, moral hazard, theft, natural catastrophes, sanctions.

Results differ by region – some do well, some deteriorate.

Future uncertain – difficult conditions continue.

PROTECTION AND INDEMNITY –  
MUTUALS MARkETS
The International Group, for instance, admits that its 
reinsurance renewal was inevitably impacted by the 
continuing deterioration of the 2011/2012 policy year, 
which produced not only the loss of Costa Concordia, but 
also of Rena, becoming the first- and third-largest ever 
claims on its pool.

This resulted in increases across the board in reinsurance 
cost, although the scale was successfully mitigated by 
increased participation on the program of the Group 
captive Hydra. The individual club retention remained 
at $9m. 

For many, one of the most controversial developments of 
2014 was the winding up of the International Oil Pollution 
Compensation Funds’ so-called 1971 Fund, an issue that 
proved the most divisive in the organization 36-year 
history. There was even a legal challenge in the High 
Court by P&I club Gard, which was not satisfied that the 

1971 Fund had discharged its liability for an oil spill in 
Venezuela some years ago.

However, the court found in favor of the IOPC, ruling that 
the claim was not valid and that in any case, the IOPC 
enjoyed immunity as an intergovernmental organization.

Disgruntled P&I clubs say that this outcome has left 
them unwilling to make interim payments in the event 
of future spills.

EBOLA
Ebola was another obvious concern for insurers, and - 
touch wood - worse did not come to worst.

The international community managed to pull off the 
delicate trick of keeping the disease isolated to a relatively 
small region of West Africa while maintaining trade with 
outbreak countries.

THE NAIROBI CONVENTION 
The Nairobi International Convention on the Removal 
of Wrecks 2007 will enter into force on April 14, 2015. 
This has practical implications for insurers that will be of 
interest well beyond the rarefied ranks of rule-book geeks.

The convention defines a wreck quite broadly, including, 
say, broken tows and containers lost overboard.

While its terms should encourage coastal states to remove 
wrecks promptly, ultimately the cost of them doing so falls 
on the shipowners and thus their insurers.

Liabilities are potentially huge.

So far, 11 states have ratified the convention and several 
others are considering doing so: insurers are predicting 
widespread take-up in 2015.

2015 GENERAL INCREASES
With respect to 2015 General Increases have been set at their 
lowest level for 10 years, the average turns out to be 3.31%.

That compares with a 2014 average of 7.9%, and a 
2013 increase average of 8.5%, so the trend is clearly 
downwards.

GIGLIO, ITALY - 
APRIL 28, 2012: 

Costa Concordia 
Cruise Ship at Italian 

Giglio Island Coastline 
after shipwreck 

happened on 
January, 13, 2012.
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PIRACY
The International Chamber of Commerce (ICC) International 
Maritime Bureau (IMB) has revealed that pirates took 
442 crewmembers in hostage, 35% up compared to 304 
in 2013.

IMB’s annual piracy report shows 245 incidents were 
recorded worldwide in 2014 – a 44% drop since Somali 
piracy peaked in 2011. Somali pirates were responsible 
for 11 attacks, all of which were thwarted. However, 
IMB warns Ship Masters to follow the industry’s Best 
Management Practices, as the threat of Somali piracy has 
not been eliminated.

Worldwide, 21 vessels were hijacked last year, 
183 were boarded, and 13 fired upon. Pirates killed 
four crewmembers, injured 13 and kidnapped nine from 
their vessels.

West Africa’s oil thieves
In West Africa, 41 incidents were reported, although IMB 
says many further attacks went unreported. Five vessels 
were hijacked, including three tankers, one supply and a 
fishing vessel. Hijackings of product tankers appeared to 
subside in the last quarter of 2014, with the last reported 
case at the end of July 2014.

Of the 18 attacks off Nigeria, 14 involved tankers and 
vessels associated with the oil industry. Most were product 
tankers, hijacked to steal and tranship their cargo into 
smaller tankers. Earlier in the year the waters South and 
West of the Brass Terminal saw a particularly concerning 
spate of attacks.

The International Maritime Bureau (IMB) has joined other 
maritime organisations in expressing concern over the 
decision to compensate convicted Somali pirates

Armed robbery an piracy against ships

TOTAL INCIDENTS  
PER REGION
January – December 2014

AMERICAS 5

AFRICA 55

INDIAN SUBCONTINENT 34

SE ASIA 141

EAST ASIA 8

OTHER 2

Source: ICC International Maritime Bureau

Of the 18 attacks off Nigeria, 
14 involved tankers and 
vessels associated with 

the oil industry.

245 piracy incidents were 
recorded in 2014. 

A 44% drop since Somali 
piracy peaked in 2011.
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In December 2014, the European Court of Human Rights 
(ECHR) ordered France to pay thousands of euros to Somali 
pirates who had attacked French ships in 2008. The pirates 
were captured by French military on the Somali coast 
after they hijacked two French yachts in separate attacks 
in 2008.

French authorities held one group for four days and the 
other group for 6 days and 16 hours before they were 
taken to France to stand trial.

The ECHR said the pirates should be paid compensation 
because they were not immediately brought before a 
French court but instead kept in custody for a further 
48hrs after arriving in France. According to the judge this 
was a “violation of their rights to freedom and security”.

IMB said that, there were practical complexities when 
dealing with the crime of piracy that needed to be fully 
appreciated.

“There are practical difficulties with respect to the 
gathering of evidence and transporting of the alleged 
perpetrators when a crime is committed at sea, thousands 
of miles from where the court proceedings take place, 
compared to a crime committed ashore,” said an IMB 
spokesman.

The ECHR’s decision has been criticised by seafarers’ 
support group, Maritime Piracy Humanitarian Response 
Programme (MPHRP).

Roy Paul, programme director for MPHRP, said, 
“This decision would be unbelievable if it wasn’t made 
by the European Court of Human Rights. The claim that 
this constituted a ‘violation of their rights to freedom 
and security’ is an insult to the seafarers and yachtsmen 
they attacked as surely this is the true violation of the 
seafarers’ rights to freedom and security. These pirates, 
in my opinion, gave up any of their rights when they set 
sail to attack innocent seafarers who were simply doing 
their essential work”.

Death and the Christmas and New Year holidays 
often seem to grimly coincide
Maybe it shouldn’t be a surprise, the bleak mid-winter 
bringing freezing weather and storms to polish us off on 
land, sea and air. We are terribly blasé about all our 21st 
century technology, but when nights are long and seas 
are high, accidents are still more likely to happen, and in 
winter time, the consequences are likely to be worse.

It has been a torrid couple of weeks on the maritime 
casualty front, several of these having spilled into the 
consciousness of the general public.

Hoegh Osaka, Cemfjord, Norman Atlantic, Bulk Jupiter... 
the bleak midwinter has brought some reminders that 
traditional safety concerns remain at the top of the 
industry’s agenda for 2015.
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Global coverage

ATHENS
 +30 211 1037 300
 contact-athens@brsbrokers.com

BEIJING
 +86 10 8221 1718
 contact-beijing@brsbrokers.com

DUBAI
 +971 4 440 8400
 contact-dubai@brsbrokers.com

GENEVA
 +41 22 591 2828
 contact-geneva@brsbrokers.com

HAMBURG
 +49 40 333 966 999
 contact-hamburg@brsbrokers.com

HoNG KoNG
 contact-hongkong@brsbrokers.com

LoNDoN
 +44 207 374 65 83
 contact-london@brsbrokers.com

MADRID
 +34 91 564 63 35
 contact-madrid@brsbrokers.com

MUMBAI
 +91 22 6650 4242
 contact-mumbai@brsbrokers.com

PARIS
 +33 1 41 92 12 34
 contact-paris@brsbrokers.com

oSLo
 +47 22 87 87 44
 contact-oslo@brsbrokers.com

RIo DE JANEIRo
 contact-rio@brsbrokers.com

SHANGHAI
 +86 21 6321 5666
 contact-shanghai@brsbrokers.com

SINGAPoRE
 +65 6603 3230
 contact-singapore@brsbrokers.com

Shipbroking & Rep. Offices 

oFFSHoRE   
 offshore@brsbrokers.com

TANKER   
 tankerchartering@brsbrokers.com

SALE & PURCHASE   
 snp@brsbrokers.com

RESEARCH   
 research@brsbrokers.com

CHEMICAL   
 chemical@brsbrokers.com

DRY BULK   
 bulkgroup@brsbrokers.com

GAS   
 gas@brsbrokers.com

LINER   
 liner@brsbrokers.com

NEWBUILDING   
 newbuilding@brsbrokers.com

Departments & Activities

www.axsmarine.com www.alphaliner.com www.cap-marine.com www.ypigroup.com
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