Shipping

PRECISE. PROVEN. PERFORMANCE.

Shipping confidence survey
September 2015

Confidence in the shipping industry reached its
highest level since August 2014.
In August 2015, the average confidence level
“Everything seems to be
operating on the two-stepsforward-and-one-back
principle, alternating with the
one-step-forward-and-twoback principle!”

expressed by respondents in the markets in
which they operate was 5.9 on a scale of 1

5.3

(low) to 10 (high). This compares to the 5.3
recorded in May 2015, which equalled the
lowest figure recorded in the life of the
survey, launched in May 2008 with a
confidence rating of 6.8.

A number of respondents echoed the
concern about the potentially harmful effect

“In a cyclical business, timing is
of the essence.”

All main categories of respondent recorded

of the entry into the market of non-

an increase in confidence this time, most

traditional shipping sources, while there was

notably charterers (up from 4.2 to 6.5) and

the usual level of concern about too many

owners (up from 5.1 to 5.8). The confidence

ships and too little scrapping. Increased

of brokers, meanwhile, was up from 4.8 to

regulation was another recurring topic, with

5.2, and that of managers from 6.1 to 6.4.

one respondent complaining, “Regulations
are going to kill us!”

Geographically, confidence was up in Asia,

“Today’s shipping market is
really competitive and we
need to be more careful in
choosing good and reputable
principals.”

from 4.9 to 5.8, in Europe from 5.3 to 5.9,

Another respondent emphasised, “Current

and in North America from 6.0 to 6.3.

market conditions realistically reflect tonnage
oversupply in all sectors. Until this corrects

While some respondents were confident that

itself, global trade patterns will skew supply

the shipping markets would improve in line

over demand. Shipping decisions are very

with economic developments, others were

often made on sentiment, but current

more cautious. One said, “The shipping

confidence cannot be based on this.”

markets have been over-stocked, and there

Another still said, “Expect a static trend for

has been far too much interest from

the next few years. It might require a major

non-traditional shipping sources with no real

conflagration to kick-start the industry. That

clue how these intricate markets work. Once

may sound unpleasant, but without it we are

built, the ships are there! The low oil cost

in for a lengthy stay in the doldrums.”

means the drive for alternative fuels and
cheaper propulsion is not being followed as
diligently as one might have expected.”
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Business
performance
factors

25%
Competition

1

Future investment
The likelihood of respondents making a major investment or significant development over the next 12
months was up on the previous survey, on a scale of 1 to 10, from 5.0 to 5.3, equalling the highest figure
over the past year. All main categories of respondent were more confident in this regard than they were
three months ago, most notably charterers (up from 4.5 to 6.1).

“Although we look for a stable long-term charter, it is unlikely that charterers
could commit themselves to a term longer than three years. We are trying to
decrease our exposure to shipping assets. There is concern about overinvestment in tonnage in the wet trades by private equity houses, which has
the potential to create a significant drop in rates and a further long run of
below-opex returns for owners.”
Demand
trends

Finance costs

Finance costs
3
2
The number of respondents who expected finance costs to increase over the next 12 months was up by
eight percentage points, from 40% to 48%. The shift in sentiment in this regard was most notable in the
case of owners (up from 35% to 53%) and charterers (up from 33% to 50%).

“The global economic slowdown is a major cause for concern, especially in
developing countries.”

Business performance factors

23%
Demand
trends

2

Competition, demand trends and finance costs featured as the top three factors cited by respondents as
those likely to influence performance most significantly over the coming 12 months. The numbers for
competition were up 5 percentage points on last time to 25%. There was a one percentage-point drop (to
Finance costs
23%) in the numbers citing demand trends in this regard, and an increase of 4 percentage points (to
18%) in respect of finance costs. Operating costs, unchanged at 11%, featured in fourth place, ahead of
tonnage supply, down 8 percentage points to 7%. Fuel costs, crew supply, regulation and port congestion
occupied the remaining places.

3

“Many small competitors are entering the market without observing the
necessary business ethics.”

Freight markets

18%

There was a fall in the number of respondents anticipating higher rates in the tanker and container ship
sectors, but expectations of improved rates in the dry bulk trades were up on the figures for May 2015.

Finance costs

Net Sentiment

3
“We expect the tanker market to remain on a steady
path over the next 12 months.”

Tanker		

+12

Dry bulk		

+21

Container ship

+3

Competition,
demand trends and
finance costs were
the three factors
deemed most likely
to influence

“There remain significant concerns about continued
oversupply in the dry bulk sector.”

performance
significantly over the
coming 12 months.
“Less ordering in the container sector, as a result of mixed/weak
results, will help to balance supply/demand going forward.”

* ‘Net’ figures are the balance of ‘higher’ and ‘Lower’ responses. Positive ‘Net’ figures imply more ‘Higher’ responses than ‘Lower’ and negative figures
imply the opposite.
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“It is always encouraging to see a graph
moving in the right direction.”
Richard Greiner, Moore Stephens partner,
Shipping Industry Group

Conclusions

the market, one in which they can add

The respondents to our survey are asked to

It is always encouraging to see a graph

value and provide a level of service superior

comment on their industry expectations

moving in the right direction. Perversely, the

to that offered by their competitors.

over the coming 12 months. Many of them,

main reason for the improved level of

Moreover, in common with even the biggest

however, are also interested in the longer-

confidence revealed by our latest survey

players, they need a sound business plan.

term view, and the portents here are
generally encouraging.

may be the same as that which saw the
industry’s perceived fortunes equalling a

Another observation concerned the way in

seven-year low in May of this year. Volatility

which some traditional trades are in danger

Firstly, world population is growing, and has

works both ways.

of disappearing as the EU increasingly

been since the end of the Black Death. At

becomes a destination for imports from the

the end of 1970, it stood at 3.7 billion. The

One respondent highlighted a perceived

Far East and India, rather than a producer of

United Nations predicts that the global

trend towards the so-called

goods. This is not a new phenomenon, but

population will reach between 8.3 billion

bureaucratisation of shipping, with smaller

it does underline how important it is for

and 10.9 billion by 2050. This creates and

players losing out to their bigger

shipping businesses to keep pace with and

sustains demand for shipping services, and

competitors. Few would argue that there

adapt to change, or even anticipate it

that is good news for the industry.

has ever been a tougher time for the

where possible. Information, and the ability

smaller operator than in today’s industry.

to disseminate it, together with the timely

In 1970, according to the IMF, annual world

Yet such businesses can, and do, survive. To

identification of risk, has never been more

GDP was growing at the rate of 3.7%. By

do so, they need to identify a niche role in

important.

2000, the figure was 4.8%. Today, world

Respondents by type (%)

Respondents by location (%)

GDP growth is put at 3.5%, but is predicted

6%
23%

to climb to almost 4.0% by 2020. In short,
the world economy is predicted to grow

3%

which, again, is good news for shipping.

8%

24%

24%

5%

The World Trade Organisation forecasts that
growth in the volume of world trade will
rise from 2.8% in 2014 to 4.0% in 2016.
Again, that is good news for shipping.
World trade carried by sea is also on the
increase and, despite the current difficult

11%

14%

economic climate, the longer-term outlook
for the industry remains positive as

6%

emerging economies continue to increase

22%
Owner
Broker
Manager
Charterer/Operator
Professional Adviser
Other

54%
Africa
Asia
Europe
Latin America
North America
Rest of the world

their requirements for seaborne goods and
raw materials.
So the long-term outlook for shipping offers
encouragement to existing and new
investors alike. Those who are not attracted
by the longer-term prospects, meanwhile,
will doubtless exit the industry, and in the
process may help solve some of its problems.

Full data tables concerning historic and current surveys can be found at www.moorestephens.co.uk/shippingconﬁdence
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Moore Stephens in the UK
Moore Stephens is the UK’s 9th largest
independent accounting and consulting
network, comprising over 1,700 partners and
staff in 39 locations.
Our objective is simple: to be viewed by clients
as the first point-of-contact for all their
financial, advisory and compliance needs. We
achieve this by providing sensible advice and
tailored solutions to help clients achieve their
commercial and personal goals.
Clients have access to a range of core and
specialist services including audit and tax
compliance, business and personal tax, trust
and estate planning, wealth management,
IT consultancy, governance and risk, business
support and outsourcing, corporate finance,
restructuring & insolvency and forensic
accounting.
Our success stems from our industry focus,
which enables us to provide an innovative and
personal service to our clients in our niche
markets. Specialist sectors include charities &
not-for-profit, construction, education, energy
& mining, family offices, financial services,
healthcare, hotels & leisure, insurance,
pensions, professional practices, public sector,
real estate, shipping, social housing, sports and
technology & media.

Moore Stephens globally

Contact information
If you would like further information on any item within this
publication, or information on our services please contact:

Richard Greiner – Partner
Richard has over 30 years’ experience in providing assurance
and advisory services to the shipping and offshore maritime
industries. He is a frequent speaker at shipping events and is a
council member of the Ports and Terminals Group, a trustee of
the Maritime London Officer Cadet Scholarship, and a board
member of the OSCAR campaign.
D +44 (0)20 7651 1430
richard.greiner@moorestephens.com

Michael Simms – Partner
Michael undertakes audit, consultancy and regulatory reporting
assignments for various UK and overseas clients in the shipping
and offshore maritime sectors.
Michael has extensive experience in corporate governance,
internal control systems and their effectiveness, and provides
due diligence, feasibility studies, financial reporting in
accordance with International Financial Reporting Standards
(IFRS) and assists companies in their transition from local
reporting requirements into IFRS.
D +44 (0)20 7651 1184
michael.simms@moorestephens.com

Moore Stephens International Limited is a
global accountancy and consulting network,
headquartered in London.
With fees of US$2.7 billion and offices in 103
countries, you can be confident that we have
access to the resources and capabilities to meet
your needs. Moore Stephens International
independent member firms share common
values: integrity, personal service, quality,
knowledge and a global view.
By combining local expertise and experience
with the breadth of our UK and worldwide
networks, clients can be confident that,
whatever their requirement, Moore Stephens
will provide the right solution to their local,
national and international needs.

Moore Stephens LLP, 150 Aldersgate Street, London EC1A 4AB
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