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2002-2007: strongest growth of GDP for the last
| 20 years, BRIC countries biggest contributors

EVOLUTION OF GDP FOR THE PERIOD 1992-2007 China 658
FOR SELECTED COUNTRIES (index 100 in 1992) /
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... which has led to a booming global trade
In volumes ...
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Demand for commodities reached sky high
levels and led to strong rise in prices.

Index 2000 = 100

WORLD MARKET PRICE INDICES FOR SELECTED COMMODITIES
Annual Average (1993-2008) - Average in 2008 as at end of May
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sz .0s Difficulties for the shipping market to absorb the
- booming global trade has led to massive

Increase in freight rates.
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The shipping market did react and
Increased massively transport capacity
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...thanks to new buildings delivery and
postponing scrap.
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Despite pressure on shipping, total losses
show a positive trend...
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But serious losses show a very steep
Increase in number, well above fleet growth
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What change in our environment shall we
expect and even started to notice ?

* Prices of raw materials going down

 World trade of goods down in volumes and even more In
values

 New buildings orders delayed or cancelled

e Freight rates sliding

* Possible increase of ships being laid up

e Uncertainties on future quality of world fleet

* Increase in number of attritional claims declared

We must prepare for difficult times !

Source: ISL, UNCTAD, LMIU



Global premiums reported
2003 to 2007 (accounting years)

Rough estimate of change
Reported change 2006->2007 without

2006->2007 exchange rate impact
I
Global Hull 12.0% 9%
l 2007
Transport / Cargo 11.7% 5% B 2006
Marine Liability 2.8% 0% 2005
| [ 2004
Offshore / Energy 2.5% 0% W 2003
Total f 9.8% 5%
0 5000 10000 15000 20000 25000
USD (millions)
Increase 01-04 & 05-07 partly due to weakening of USD against European and Asian

currencies.
Stagnation 05 due to strengthening of USD against major European and Asian currencies.
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Marine Hull Gross Loss Ratio paid claims,

4 2008
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New Construction

e Critical points for Underwriters

— Know the Class Society

o IACS

« Has class changed during construction or after delivery
— Know your Insured

* Was the vessel started on “spec”

e Has the owner monitored all phases of construction
— Know the yard

» Established or “beach” yard
« How many previous vessels of this type has the yard

completed.




Summing up Hull

 Marine Hull
— 2004, 2005:
 Few major claims, but increase in average repair cost
— 2006:
 Increase in number and severity of major claims
e Trend towards higher attritional claims cost continues

« Strong impact on result by claims occured in 2007, but
attaching to 2006

— 2007

o Starts at high loss ratio level, expected to produce a
technical loss again.

* Premium increases do not sufficiently balance cost
inflation.
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Containerships head for lay-up

New World Alliance to
cut Pacific tonnage as
winter slowdown nears

Sandra Tswi in Hong Kong
and Janet Porter in Londan

CONTAINERSHIPS are to be lald up as a
trio of the world's leading carfers takes
actlon to emove capaclty rom the Paclfic
ahead of the winter lowdowm.

The New World Alllance’s service sus-
penston plan and the tonnage withdrawal
move of Wan Hal Lines and Paclfic nter-
nattonal Lines have signalled the early
arrtval of the usual wAnter ratlonallsatlons
an the transpacific trades,

Some of the ships taken off the Pacific
will be lald-up, ines involved In the sery-
Ice shake-up confimmed. This 1s the frst

time camlers have openly admitted to
such steps since the downtum began, but
will come as no surprise to those In the
Industry who have been saying for weeks
that some fomm of lay-up s Inevitable.

New World Alllance members APL,
Hyundal Merchant Marlne and MOL have
decided to axe two sarvices on the Asla-
Morth Amerlca west coast route by the end
of October The move will ellminate 16%
of the alllance’s capacity on the transpa-
clfic trades.

A spokesman for MOL told Lloyd's List
that ﬁ» annual winter ratlonallsation pro-
gramme, which was carfed out In late
Mewember last year, has been brought for-
ward by a month this tme.

“This reflacts the weak US economy
and recent oversupply In the shippin
market” he sald. S prine

The latest moves to trim capaclty coln-
cide with a new repon fom Drewry ship-
ping Consultants that pradicts a 3% drop

In eastbound contalner vodlumes from Asla
to North Amerlca this year

The Mew World Alllance operates 14
sarvices across the Paclflc, of which 10
serve the North Amerdcan Pacific sea-
board, and four go to the east coast.

“We ame still conslderng opportunities
to reduce tonnages on the east coast
transpaclflc, Asla-Europe and Medltema-
nean trades” the MOL spokesman sald.
Howiever, the consortium does not expect
to make further services on the west coast
transpacific route.

The two loops 1o be withdrawn are the
Shanghal/Mingbo-Los Angeles ( PS3 ) sery-
Iee deploying four 3,000 teu vessels from
MOL; and the Nonth asla-Long Beach/
Oakland (PSW) service operatad by flve
5,500 teu ships supplied by HMM.

The Japanese line plans to re-deploy
one of the 3,000 teu ships onto the Japan-
Los angeles service after the PS2 route Is
suspended.

With one more ship belng added, the
orgnally-four-ship JAS loop, a jolnt seryv-
lce with Evergreen, wAll expand Its cover-
age In the west coast of North Amerlca
from Los angeles to Vancouver, Cakland
and Tacoma.

Of the remaining three 3,000 teu ships,
MOL sald some will be switched to the
Intra-Asla trades, and some will be lald up.

According to a source closa to HMM,
the South Korean line may redeploy ane
ar two of the five redundant vessals orlgl-
nally running on the PSW service onto
ather trade, and lay up the rest.

Meanwhile, Wan Hal Lines and Pacific
International Lines also announced that
they would cut thelr tonnage on one of
thelr transpaclfic services, the China
Transpaclfic Service, by half from the last
week of October.

The two partners will replace the exlst-
Ing five 4,250 teu vessels with flve 2,500
ten ships on the loop with the pon mta-

tlon remalning unchanged as: Xlamen,
Hong Kong, Yantlan, Kachslung, Long
Beach, Oakland and Xamen.

The early amval of the low-season ton-
nage amangement has falthfully reflected
the slowdown of cargo flows on the trans-
pacific.

According to data from the Japan Mar-
time Center, the Asla-to-North Amerca
cargo for June and July were down 14.2%
and 10.68% respectively compared to the
same months last year

The total Morth Amerlca-bound cargo
In the first seven months this year was
7.2% lower than the same pedod last year.

The news came as the CEYH alllance,
conslsting of Cosco Contalner Lines, K
Line, Yang Ming, and Hanjin Shipping,
sald on Monday that they would halt thelr
woekly Asla-Fast Madltermanean Expross
service from mid-October because of
slower demand.

Carrters have nowhers to hide — Page 14
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Ship Building




Faetmg the heat: order fallures and ﬂm:e-ljauan: could spe]l u-uub:la fﬂr some Suuﬂ: j-ﬂ:-renn and Chinese yards

N ewbwldmg sector
grinds to a halt

Owners hold back on
orders as ship finance
becomes scarce

Novernber steal plate prices to Yuané, 000
(%a8a2) per tonne, down by Yuan3oo per
tomne

A rival Hong Kong shipbroker sald:
“vards have a sl cant oerbook for

010 and 3011 and en thor faal raliaeka nk fe

Macquarle Securltles head of reglonal
shipping research, Jon Windham, sald
these orders are "at significant risk of
belng cancelled ghven the falling level of
frelght mtes. We think more cancellations

ara Hkalr witih hank Anancinn nattinn



Credit Crunch
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Owners call for banks’ patience

Financiers ‘must look other way' if covenants are
breached as it is too early to assess impact of crisis

Nigel Lowry
Athens

MANY shipping companles may face
pressure from thelr banks 1f the current
maelstiom of negative developments In
financial and shipping markets persist,
acconding to leading Graek shipplng exec -
uttves

But cwners are urging restraint from the
banks If loan covenants are breached,
argulng that It Is premature to assess
where the crisls 1s headed.

Wi may see certaln problems [with
breached covenants),” sald Stamatis Maola-
ris, chiefl executlve of MNew York Stock

Exchange lsted dry bulk owner Excel
Martime Carders. "But banks ought to be
patlent and they need to understand that
you can't get bids for anything rght now,
even for wonhwhile assets, so how can
vou value them.

*as long as the cash flow Is there to
service Interest and debt, 1 think they
should look the other way,” M1 Molarls
stated.

Speaking at the Marne Money confer-
ence [n Athens, Mr Molarls sald the credit
crunch had been "a shock for everybody”
that was beyond "anyone’s worst night-
mares’

Havwrever, he volced a mlatvely optimis-
tle view, that the Industry could bounce

back quickly If there was a timely resclu-
tlon to the ﬁmnclal sqUees.

"I the crisls 1s prolonged — which 1 do
not think vall be the case — we will see
certaln fallures In the system from the
shipping market” he sald. "We need to be
patlent.

"ships are not tede (nvestments such as
the loans that have destroyed banks' staldl-
iy, The shipping induswy historically has
ane of the lowest default ratios of any
Industry,” he said, bur added: *For the ume
being 1have to say the cash is not thege”

Banks were also urged for thalr owm
good to use some latitude In thelr
response to breaches of loan conditlons

“Banks that have not been too partlcu-
lar In past crsas have got out of It with no
losses, but banks that are too particular
about covenants may have to take a hi’
sald Capital ship Management and Capl-
tal Preeduct Partners boss Evangelos Marl-

nakls. "It needs a fine balance,” he sald.
"First we have to see what the values are.

“There Is an overall feeling that one will
see a revaluation of assets dowawwand s but
It all depends on how the freight market
will perform and It 1s hard to say whene It
may go,” Mr Marinakls added.

M Molaris agreed, saying: "It Is hard w0
value an asset when there Is a complete
lack of buryers, which 1s what we are seeing
regardless of how good or bad freight rates
are”

Brokers have reponed a near total
dearth of slgnificant sale and purchase
deals In recent days.

Another chlef executive, George Kara-
georglou of London AlM-listed Globus
Maritime, pomnted out that not all loan
covenants were anchomed to vessel values,

“some public compantes have financial
covenants elated to thelr market cap,” he
observed.

Mr Karageorglou predicted that In such
cases "the frst counter-measure will be a
recluction in the dividend payment”.

According to Mr Marinakis, it 1s sl too
eatly to reach rellable conclusions. “What-
ever we discuss today may be academic In
an hour's time or tomorrow but 1 belleve it
Is premature to be so pessimistic when the
fundamentals of the Industry are the same
as before”

The conference heard that bank lending
for shipping this year 1s Ikely 1o fall by
abcat one third 0 comparson with 2007,
UIf Andersson, head of shipping at Nordea
Bank Finland, last year’s heaviest lender to
the Industry, @stimated that about $300bn
wiotld be mquired over the nest thee to
four years purely to Bnance the newbulld-
Ing orderbook.

But Mr Andersson estimated that lend-
Ing this year would fall to below $100bn,
compared with $140bn-$150bn In 2007
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Increase In Scrapping
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Supply and Demand In 20

Supply Demand Balance

000’ 000’ 000’
Officers 466 476 -10
Ratings 721 586 135




Brit

Supply and Demand In 20

2005 % 2015 Balance
000’ Surplus/d | 000’ 000’
eficit
Officers -10,000 -2% -27,000 -5.9%
Ratings 135,000 19% 167,000 21.6
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Criminalisation

“Criminal”

BA Air crash “Hebei Spirit”



q Brit

Sailors’

Society



http://www.sailors-society.org/home.aspx

t

Bri

lnsurance




Brit
Summary

Freight rates

Ship Values under pressure

Shipping at breaking point in every area
Enhanced risk

Crew

Insurance capacity under pressure worldwide
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