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‘Sky’s the limit’ for already lofty
container-ship charter rates

Alphaliner: ‘New significant milestones have been achieved on
the rate front’
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B Container-ship charter rates still ascending (Photo: Shutterstock/Igor Terekhov)
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Just when you thought container shipping couldn’t get any hotter, it has.
Liners are desperate for more ships to handle booming cargo demand.

Companies known as tonnage providers or nonoperating owners (NOOs) —
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which own ships and lease them to liners — are now achieving rates and

charter durations that haven't been seen since the mid-2000s.

The “sky’s the limit for charter rates,” said Alphaliner in its new weekly
outlook. “There is no end in sight to the current strong market, with the
squeeze of [vessel] supply showing no sign of easing in the medium term,
while demand remains robust across all ship sizes. New significant

milestones have been achieved on the rate front.”

Highest rate since 2005

Alphaliner reported that ZIM (NYSE: ZIM) chartered the 9,034-twenty-foot
equivalent unit (TEU) Seamax Niantic for five years at a rate that is believed
(but not confirmed) to be around $50,000 per day. ZIM also reportedly
chartered the 8,586-TEU Gulf Bridge for six years, as well as the sister ship

Mediterranean Bridge, at an unknown rate, said Alphaliner.

Matson (NYSE: MATX) has reportedly chartered the 4,308-TEU Kassiakos for
28-30 months at $41,000 per day for service in the China-U.S. trade. That's a
new high for the current era for that ship type, said Alphaliner, noting that
rates like this for classic Panamax-size tonnage have not been seen since
2005.

In addition, French liner CMA CGM just chartered five classic Panamaxes at
rates not far below that. Alphaliner said CMA CGM chartered the five 4,294-
to 5,089-TEU ships from China’s Zhonggu Logistics for 24 months at
$37,000-$38,000 per day.
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(Charts: Alphaliner. Full details are available on the Alphaliner platform.)

The inactive container fleet is now just 2.8% of the global fleet and primarily

consists of vessels waylaid by accidents, urgent maintenance, sanctions and
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waiting periods before upcoming service, said Alphaliner. Anything that can

be deployed is deployed.

“Charterers will, at least until the summer, continue to struggle to find the
tonnage they need to cover their requirements, having no other choice but
to accept the terms offered by owners to fix the few ships that become

available,” said Alphaliner.

Shares of publicly listed NOOs are all up double digits over the past six
months. The biggest winners have been Danaos Corp. (NYSE: DAC), up 420%
over the past half year; MPC Container Ships (OSLO: MPCC), up 380%;
Navios Partners (NYSE: NMM), which recently acquired Navios Containers,
up 365%; and Euroseas (NASDAQ: ESEA), up 277%.

. " DAC

Container-ship lessors: 6-month share performance ,

ol +379.06%
NMM

Iy +385.18%

I

+276.51%
GS|

b +200.00%

N
o

e 8 crp
B +62.24%
4 +48.69%
i CMRE
| _ . | < koyfin | B
Nov Dec 2021 Feb Mar Apr

(Chart: Koyfin)

High freight rates trump high charter rates

On one hand, it's hard to argue that skyrocketing charter rates are a plus for
the liner companies paying the leasing bills. Higher charter rates are a

material driver of liner cost inflation.

On the other hand, there are two positives. First, the much longer charter
durations being booked by the liners confirm their confidence — or, at least,

their calculated bet — that today’s freight-rate boom is not a fleeting event.

Second, freight rates are so high — at least, for now — that liners can
increase profitability by adding ships even as charter rates soar. Because
time-charter costs are only a minority share of overall costs, higher freight

revenues are more than offsetting steeper charter rates.
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Fearnleys Securities hosted a call with ZIM's management team on Monday.
On Tuesday, Fearnleys recounted that ZIM CFO Xavier Destriau “emphasized
that, maybe contrary to many beliefs, ZIM actually thrives in this kind of
operating environment, because of the large gap between freight and time-

charter cost, [with] time-charter cost only 20-25% of unit cost.”

According to Fearnleys, “This explains why ZIM was very eager to add

capacity between Q4 and Q1, because of visibility on the freight side.”
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Spot freight rates for both Asia-West Coast (SONAR: FBXD.CNAW) and Asia-East Coast
(FBXD.CNAE) remain at or near all-time highs. (Chart: FreightWaves SONAR. To learn
more about FreightWaves SONAR, click here.)

The same point was made by Jefferies analyst Randy Giveans in a previous

interview with American Shipper.

"Higher freight rates are more than offsetting higher charter rates,” Giveans
maintained. "While all the costs are going up, the freight rates are going up
by more. There is a high earnings sensitivity to rates. If your revenues are
going up 10%, 20%, 50%, depending on rates and volumes, the cost increase

is not commensurate with the revenue impact.”

Click for more articles by Greg Miller

Related articles:

e 'March madness’ at LA port amid ‘once in a lifetime’ surge

e Demand boom on collision course with ocean transport ceiling
e ZIM: US importers buckle, sign contracts early, pay 50% more

e Deutsche Bank on import bonanza: 'You ain’t seen nothing yet’

e QOcean carriers hold all the cards in contract talks with shippers
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#Alphaliner #container shipping #Danaos
#Euroseas #FreightWaves Ocean #Greg Miller
#Matson #Navios Partners
#ocean container shipping #0Ocean shipping

#Shipping #Zim
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