
1Shipping confidence survey

In May 2016, the average confidence level expressed 
by respondents in the markets in which they operate 
was 5.1 on a scale of 1 (low) to 10 (high). This is a 
slight improvement on the 5.0 recorded in February 
2016, but is still the second lowest rating in the life of 
the survey, which was launched in May 2008 with a 
confidence rating of 6.8.

Confidence on the part of owners was markedly up 
this time, from 4.8 to 5.7, while charterers were also 
slightly more optimistic than in February, their rating 
inching up from 3.9 to 4.0. Confidence among 
managers and brokers, however, was down, from  
5.5 to 5.1 and from 5.1 to 4.3 respectively.

Geographically, albeit from very low levels last time, 
confidence was up in Asia, from 4.4 to 5.2, in Europe 
from 5.1 to 5.2, and in North America from 4.7  
to 5.0.

Economic and geopolitical uncertainty was 
uppermost in the thoughts of many respondents. 
“Overall world economic growth is still not moving 
concertedly in a positive direction,” said one, “so that 
we have what might best be described as a patchy 
global economic recovery.” Another emphasised, 
“Unless there is a drastic change in geopolitical 
events, shipping markets will remain in their present 
condition for another 12 months.” Elsewhere it was 
noted, “World economies are in transition, and we 
have to adapt to a period when money is not so easy 
to come by.”

The availability of money for shipping projects, 
meanwhile, was another recurring theme in 
respondents’ comments. “Finance is way too cheap,” 

said one,“ and has caused a massive over-supply  
of tonnage.” Not everybody agreed, however. One 
respondent complained, “Demands for early loan 
repayments have been a huge blow to owners’ 
survival plans,” while another said, “Unstable income 
due to the collapse in the markets has led financiers 
to lose confidence in owners.”

Once again, a surfeit of tonnage and a paucity of 
scrapping were referenced by a number of 
respondents. One noted, “Far too many newbuildings 
in the ultra-to-VLOC size range will be hitting the 
market in the next 12-to-18 months,” while 
elsewhere it was noted that what is needed is, 
“strong scrapping, fewer dry newbuildings, stiffer 
regulations, better and more uniform control.” 
Another respondent said, “Over-supply of tonnage  
is still the key influencing factor in the market, and 
there will be no real change until bold decisions are 
made in respect of scrapping tonnage which is less 
than twenty years old.”

It was not all pessimism, however. One respondent 
insisted, “There are lots of opportunities in the 
market for smart operators. Those who merely follow 
the lead of others will, as always, suffer, because they 
do not understand the market.” More than one 
respondent, meanwhile, emphasised that, in many 
cases, there is simply no alternative to shipping. 
“Shipping is the major means of transporting goods 
in the world, and shipping lanes will continue to 
increase,” said one. “There is still a market out 
there,” said another, “but we can’t all be winners, 
and there is no longer any room for mediocre 
performance.”
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“ This recession is 
turning into a long 
hard slog along a 
rocky road, and a 
robust recovery seems 
to be some way off.”

 

“ Low oil prices will 
boost trade and 
bring more 
opportunity for the 
shipping industry.” 

“ The industry thinks 
mainly in terms of 
crew and bunkers, 
whereas the real 
thing to focus on 
should be operational 
efficiency.”

5.0 5.1
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“ The market is very confusing, and if you do not have enough reserves, or a very friendly bank,  
you will not be able to survive.” Another noted, “We need more financial support to develop fleet 
performance in order to be accepted by oil majors.”

1

24%
Demand 
trends

Demand trends once again 
influenced performance most 
significantly, while competition 
and tonnage supply, together 
with the cost and availability of 
finance, were also key factors.

Future investment
The likelihood of respondents making a major investment or significant development over the next  
12 months was up marginally on the previous survey, on a scale of 1 to 10, to 4.9 from 4.8 last time, 
which equalled the figure recorded in February 2009 as the lowest in the life of the survey to date. The 
confidence of owners in this respect was up significantly, from 4.9 to 5.7, while managers also recorded a 
small increase, from 5.3 to 5.4. Charterers and brokers, however, were less confident in this regard than 
they were three months ago, dropping from 5.1 to 4.1 and from 4.4 to 3.5 respectively. 

Finance costs
The number of respondents who expected finance costs to increase over the next 12 months was down by 
one percentage point on last time, to 41%. The numbers of owners (37%), managers (49%) and brokers 
(44%) anticipating dearer finance were up by one, 6 and 8 percentage points respectively, but charterers’ 
expectations in this regard were down by 27 percentage points to just 29%.

Business performance factors
Demand trends, competition and tonnage supply featured again as the top three factors cited by 
respondents as those likely to influence performance most significantly over the coming 12 months. 
Demand trends, which were actually down by two percentage points to 24%, remained in first place, 
with competition (up 2 percentage points to 23%) in second place. Tonnage supply, up one percentage 
point to 16%, occupied third place, one percentage point ahead of finance costs. Operating costs, 
down by 3 percentage points to 9%, featured in fifth place, ahead of regulation (5%) and fuel  
costs (4%).

Freight markets
Though overall sentiment in the tanker market was still negative, there was a 5 percentage-point 
increase (to 23%) in the number of respondents expecting higher rates over the next 12 months, and a 
3 percentage-point increase (to 43%) in the numbers of like mind in the dry bulk trades. But there was 
a 6 percentage-point fall (to 21%) in the number of respondents anticipating higher rates in the 
container ship market. 

Business 
performance 
factors

 

* ‘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. 

Net sentiment*

“  Tankers rates are unlikely to strengthen further but, with the possible exception of 
VLCCs, will not decline drastically.”

“ Dry cargo rates are dire, but the supply side is starting to contract and, as long 
as demand grows (particularly for coal) the market will return in 12 months.”

“ The container trades will continue to be badly affected by the amount of 
excess tonnage ordered by the so-called ‘experts’.” 

Container ship +1

Dry +32

Tanker –11

“ Volatility and instability in key markets limit incentives to invest.” Another noted, “The bulk  
trades remain subject to ill-advised speculative investment, giving rise to the possibility of 
continuing over-capacity.”

“ Demand will only increase if India and China crank up their consumption levels.”
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If there is one thing certain in the current 
shipping market, it is the level of uncertainty 
which is pervading all sectors at the moment. 
Over the three months covered by our latest 
survey, that uncertainty has embraced a variety 
of industry-specific issues, as well as geopolitical 
factors ranging from the UK referendum on EU 
membership to the comparative slowdown in the 
Chinese economy. Against such a background, 
any increase in shipping confidence – however 
small – is welcome.

Many of our respondents continue to express 
serious misgivings about the extent of 
overtonnaging, and about the inadequacy of 
current levels of demolition activity. One 
informed estimate recently put world 
shipbuilding over-capacity at 50%. Other 
estimates, meanwhile, put first-quarter 2016 
demolition levels at roughly 50% more than in 
the same period the previous year. Where ship 
recycling is concerned, however, 50% of not very 
much is not enough. As one respondent to our 
survey noted, ‘We have still to see 15-year-old 
ships being sent to scrapyards in any meaningful 
manner.’

There is meanwhile little cheer in the freight 
markets. In the dry bulk sector, rates are 
described as ‘dire’, while it is reported that the 
container ship market is seeing some of the 
lowest freight rates in its history. The tanker 
sector is faring better by comparison, but its 
fortunes over the coming 12 months will be 
closely linked to what happens to oil prices. The 
Baltic Dry Index, although recovering from its 
recent all-time low, is languishing by comparison 
with its ‘salad days’, and may continue to do so 
for some time absent a significant upturn in the 
Chinese economy.

It is clear that shipping is in for a hard 12 months. 
The problems cited by the respondents to our 
survey are familiar in nature and, in many cases, 
growing in the extent of their severity. The fact 
that only 5% of respondents considered 
regulation to be one of the main factors likely to 
influence their performance over the coming  
12 months is either an indication of the severity 
and immediacy of other factors, or else an 
acceptance that there is still time to save up for 
what is needed to comply with new regulation. 
The Ballast Water Management Convention now 
stands on the cusp of ratification at a largely 
unquantifiable cost to operators.

The mood of our respondents was not universally 
downbeat, however. A number continued to 
emphasise the fact that other  methods of 
transportation are invariably not  a viable 
alternative to shipping, while others stressed that 
innovative operators will always find a way to 
succeed, including accessing the finance needed 
to do so. And while some complained about the 
difficulty of securing or maintaining finance, 45% 
of owners rated the possibility of making a new 
investment over the coming 12 months at 7 out 
of 10 or higher.

In general terms, the continuing advent of  
new technology and the relentless march of 
regulation are intended to make shipping safer, 
cleaner, more accountable and more competitive 
- an environment that would be a natural fit for 
well-founded operators with sound business 
plans and long-term aspirations. But the cost of 
achieving those aims is high, and ultimately much 
will depend on the industry’s ability to rationalise 
capacity and thereby push up freight rates.

UK and the European Union

Shipping confidence survey

Respondents were asked a stand-alone question 
concerning whether or not the UK should leave the 
European Union. Overall, 77% of respondents felt 
the UK should remain in the EU. But whereas 79% 
of owners and 75% of managers were of that 
view, in the case of charterers and brokers it was 
significantly lower, 57% and 38% respectively. 
Twenty percent of respondents felt that an EU exit 
would have some negative impact on their business, 
but 63% said it would have no impact at all.

So far as UK respondents alone were concerned, 
59% thought the UK should remain in the 
European Union, while 49% thought that leaving 
the EU would have no impact at all on their 
business.

One respondent said, “There is likely to be no 
major impact if the UK votes to leave the EU,  
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Full data tables concerning 

historic and current surveys can 

be found at www.

moorestephens.co.uk/sectors/

shipping-transport

“ Ultimately much will 
depend on the 
industry’s ability to 
rationalise capacity and 
thereby push up freight 
rates.”

Richard Greiner,  
Moore Stephens partner,  
Shipping Industry Group

but there could be a period of uncertainty in 
connection with rules and regulations.” Another, 
however, pointed out, “Shipping is a very 
complex international business. Having an extra 
layer of bureaucrats in Brussels has a negative 
effect on economic wellbeing under just about 
any form of government.”

Do you think the UK should leave 
the EU?

Yes

No 77%

23%
77%

Brexit impact
Strong negative impact

Some negative impact
No impact

Some positive impact
Strong positive impact

7%

7%
3%

20%
63%

Conclusions
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Moore Stephens is the UK’s 9th largest 

independent accounting and consulting 

network, comprising over 1,900 partners and 

staff in 37 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 & education; culture, entertainment 

& media; energy, mining & renewables; family 

offices; financial services; hotels & hospitality; 

insurance; manufacturing & engineering; 

member organisations & trade unions; owner 

managed businesses; professional practices; 

public sector; real estate & construction; 

shipping & transport; sports & leisure; and 

technology.

Moore Stephens globally 
Moore Stephens International is a top ten 

global accountancy and consulting network, 

headquartered in London. With fees of  

US$2.7 billion and offices in 106 countries, 

clients have access to the resources and 

capabilities to meet their global needs.

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 

provides the right solution to their local, 

national and international needs.


