Drewry g

Press release

COVID-19 drives up ship operating costs

London, UK, 30" November 2020 — Vessel operating costs have risen at their fastest pace in over
a decade this year, on higher insurance cover premiums and COVID-19 related expenses, but are
expected to moderate in subsequent years as pandemic related spend unwinds, according to the
latest Ship Operating Costs Annual Review and Forecast 2020/21 report published by global
shipping consultancy Drewry.

Drewry estimates that average daily operating costs across the 47 different ship types and sizes
covered in the report jumped 4.5% in 2020, compared to underlying increases of 2% and 2.5%
respectively in the previous two years. This followed a period in which opex spending stagnated or
contracted over three consecutive years by 8% in 2015-17 (see below).

Drewry ship operating cost index (annual % change)

Boo}it- kiiohf

3828 3822 3823 382; 382< 3826 382> 3828 382@ 382A 3838

Source: Drewry’s Ship Operating Costs Annual Review and Forecast 2020/21 (www.drewry.co.uk)

“Like many aspects of merchant shipping, vessel operating costs have been severely impacted by
the COVID-19 pandemic,” said Drewry’s director of research products Martin Dixon. “Its effects cut
opex spend through the first half of the year as economic lockdowns and social distancing restrictions
closed dry-docking and repair yards, while owners reacted to the resultant trade downturn by
postponing anything except essential spend. However, costs have jumped through the 2™ half of the
year as repair facilities reopened, unleashing pent-up demand, while manning costs escalated due
to disruption to crew repatriation arrangements.”
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Manning costs were particularly impacted, climbing 6.2% in 2020 compared to underlying rises of
1.3%, while hull and machinery (H&M) and protection and indemnity (P&I) cover costs jumped 4.5%
on a hardening insurance market. Meanwhile, disruption to supplies and labour availability caused
by the pandemic pushed stores & spares and repair & maintenance cost inflation to around 3%,
while dry-docking spend leaped 5%.

The rise in costs was broad-based across all the main cargo carrying sectors for the third consecutive
year, as all ship types took the hit from COVID-19. The latest assessments include vessels in the
container, chemical, dry bulk, oil tanker, LNG, LPG, general cargo, reefer, roro and car carriers’
sectors.

Looking ahead, trading conditions are expected to remain challenging, dominated by COVID-19
induced trade uncertainties and continued overcapacity in many sectors, which will keep a lid on
opex spend.

“Ship operating costs are expected to moderate in 2021, as some one-off COVID-19 related costs
unwind in response to containment responses, offsetting inflationary pressures elsewhere,” added
Dixon. “Thereafter, we expect opex inflation to return to past trend, rising below the general rate of
price inflation and so representing cost stagnation in real terms, although there will be variations by
cost head.”

<ENDS>

“Ship Operating Costs Annual Review and Forecast 2020/21” is an annual report published by
Drewry Maritime Research and is priced at $1,950 for a single issue.

The report is available from the Drewry website www.drewry.co.uk.

For further information, please contact James Harley, Drewry’s Head of Marketing:

Drewry

15-17 Christopher Street,
London EC2A 2BS

United Kingdom

Tel: +44 (0)20 7650 1676
Fax: +44 (0)20 7987 9396
E-mail: harley@drewry.co.uk

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
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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 Equity Research, delivering an
Investment Research Service on listed companies 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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