
London, UK, 16 November 2016 – Weakness in freight rates will increase tanker shipping
demolitions over the next two years, with the trend accelerating in later years as a result of
the IMO regulation on ballast water, according to the latest edition of the Tanker Forecaster,
published by global shipping consultancy Drewry.

Despite the recent decline in tanker freight rates, demolitions have not yet picked up.
Scrapping is expected to increase in the next two years, once owners start feeling the heat
of persistent, low freight rates. But as the fleet is relatively young, demolitions will be
moderate.
 
The new International Maritime Organisation (IMO) regulation on Ballast Water Management
will require that all vessels going into deep sea have in-built Ballast Water Treatment
Systems (BWTS) by September 2017. Existing vessels will have a grace period to carry out
the retro-fit during their next special survey if this occurs after the deadline. Some owners
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are expected to bring forward fourth special surveys, if they fall around the scheduled
deadline, in order to delay retrofitting BWTS to the fifth special survey. But vessel owners for
which the survey is due after mid-2018 will probably have to either retro-fit BWTS or scrap
their tonnage. The additional cost of retrofitting BWTS along with the special survey will
force many owners to scrap younger vessels before the next survey is due.
 
Drewry estimates that about 74 crude tankers (14 million dwt) and 114 product tankers (5.6
million dwt) will have their fourth special survey due between mid-2018 and 2021, making
them potential victims of the new regulation.
 
“We do not expect all these vessels to be scrapped since many of them are on long-term
charter at attractive rates, justifying the additional cost of retro-fitting BWTS. As tanker rates
will remain well above operating costs during the forecast period, many owners might opt to
operate their vessels after incurring this additional cost in anticipation of a recovery in rates,”
said Rajesh Verma, Drewry’s lead analyst for tanker shipping.
 
“However, since the tanker market will be oversupplied, older vessels will find it difficult to
get employment, which in turn will force many owners to scrap their tonnage just before their
next survey is due,” continued Verma.

Read more
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About Drewry
Drewry is a leading international provider of research and consulting services to the maritime
and shipping industry. From its origins in 1970 London to a 21st century maritime and
shipping consultancy, Drewry has established itself as one of the most widely used and
respected sources of impartial market insight, industry analysis and advice. Offering a
unique combination of sector knowledge, rich market insight and commercial awareness
Drewry is able to consistently deliver the performance, profitability and competitive
advantage its clients seek.

Drewry serves its clients through four business units: Drewry Maritime Research, publishing
market-leading research on every key maritime sector; Drewry Maritime Advisors, supporting
the needs of shipping and financial institutions; Drewry Supply Chain Advisors, providing
seafreight procurement support to retailers and manufacturers; and Drewry Maritime
Financial Research, delivering an Investment Research Service on listed companies
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operating in the industry.

Drewry has a truly global perspective of the maritime sectors and areas of expertise it covers
and employs over 100 professionals across an international network of offices in London,
Delhi, Singapore and Shanghai.
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