
The ongoing recovery within the dry bulk 
shipping industry is still in a fragile state 
despite improving market fundamentals 
in 2017. Nevertheless, BIMCO expects the 
fundamental market balance for the dry 
bulk sector to improve further in 2018, 
if operational speeds do not increase. In 
BIMCO’s most recent Road to Recovery 
market analysis, it is highlighted that 2018 
could become the first full profitable 
year since 2011 for the dry bulk shipping 
industry. However, we shouldn’t be too 
hasty, as this is mostly in the hands of 
the shipowners and their handling of the 
supply-side in terms of demolition and slow 
steaming. 

The dry bulk fleet is currently set to 
grow by 1.4  in 2018, the slowest pace 
since 1999. In combination with BIMCO’s 
expectations for demand growth in 2018 
to outstrip supply growth, the dry bulk 
shipping industry is heading for another 
year of improving market conditions.

The demand growth in 2017 was highly 
influenced by growing Chinese imports as 
coal and iron ore into China provided strong 
support to the global demand growth. 
If 2018 delivers similar demand growth 

(+ 5% ), the dry bulk shipping industry will 
experience a full year of profits. BIMCO 
forecast demand growth in 2018 of 2-3 . 
We should be aware that 2018 may not be 
quite as strong as 2017, and profits may 
not come around until 2019, if the ongoing 
recovery is not handled with care.

A stronger growth in demand than supply 
does not stick around for a long time, as 
the dry bulk fleet is expected to achieve a 
growth rate similar to the demand growth 
in 2019. Therefore, the focus in 2018 must 
be on improving the market fundamentals 
ahead of that. However, weakening 
demolition activity and higher average ship 
speeds in 2018 can hinder the recovery of 
the market. 

2017 
The earnings in 2017 ended on a high note 
but could have been even higher. The fleet 
growth was initially expected to grow by 
2  and together with a demand growth 
of 5 , the fundamental market balance 
would have improved by three percentage 
points. This would have been the strongest 
improvement since 2004. However, due 
to lower demolition activity in 2017, the 

fleet grew by 3  instead, and thereby the 
fundamental market balance was improved 
by two percentage points ‘only’.

In the most recent Road to Recovery 
update, we focused on how the industry 
has got its work cut out to avoid a prolonged 
dip in freight rates during the first half of 
2018, as volumes seasonally decline. 

It is evident after the first month of 2018 
that the strong earnings from the last 
quarter of 2017 have come to a sudden 
halt. Transported volumes in the dry bulk 
shipping industry follow a seasonal cycle 
throughout the year, with the first quarter 
usually bringing the lowest volumes 
around and the fourth quarter providing 
the highest. The low volumes are evident 
from the dip in freight rates, as freight 
rates for all sizes of dry bulk carriers were 
at break-even levels by the end of anuary, 
2018. 

Still, freight rates are slightly higher 
in anuary, 2018 compared to the same 
month in 2017, indicating a significant 
improvement to the market conditions 
in 2017. BIMCO expects that the volumes 
transported in 4, 2017 will not be 
exceeded before 3, 2018.
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CHINA 
China is at the center of the shipping 
industry and grew its imports in 2017 – of 
essenti ally all commoditi es – by a heft y 
margin. The stronger than anti cipated 
growth from China has been a key factor 
for the three-year high growth rate for 
dry bulk demand. As the rest of the world 
either imports a steady amount of dry bulk 
commoditi es or slows down its imports, 
China’s importance to the market becomes 
ever more evident.

Two of the key reasons for the 
strong demand growth include a faster 
substi tuti on of China’s own low-quality iron 
ore towards seaborne imports of a higher 
quality, and conti nued strong coal imports 
despite the suspension of the 276-working-
days limitati on (a reform plan put in place 
to limit the number of smaller high-cost 
miners and cut the supply glut). 

An early indicati on of 2018 demand growth 
in Chinese iron ore imports is positi ve, up by 
3 , whereas coal is likely to remain steady. 

China imported 1,053 million tonnes of 
iron ore via the sea in 2017, which is 4.7  
more compared to 2016. Furthermore, 228 
million tonnes of coal was imported by China 
via the sea, amounti ng to an increase of 12  
compared to 2016. This is due to a stronger 
than expected substi tuti on of domesti cally 
mined ore and coal for higher quality import 
of the commoditi es. China has increasingly 
sourced its coal from seaborne exporters, as 
84  of all coal in 2017 was imported from 
seaborne exporters compared to 80  in 
2016, which was highly benefi cial for the dry 
bulk shipping industry. 

The demand side results may be as 
good as it gets, with higher DP levels 
in 2018 compared to 2017. However, we 
may well see slightly lower levels of world 
trade despite higher level of economic 
activity.

 SHIPOWNERS 
Maintaining the recovery is now the key 
challenge. The demand may be as good as 
it gets, so the road to recovery is now in 
the hands of the shipowners. Shipowners 
need to handle the supply-side and ensure 
that the recovery is achieved by improving 
the fundamental balance, ensuring that 
the growth in supply does not outstrip 
the growth in demand. This is done by 

conti nued demoliti on acti vity (short-term) 
and careful placement of new orders 
(long-term). 

During 3 and 4 in 2017, freight rates 
turned profi table for all sizes of dry bulk 
ships. This meant that ships deployed in 
the spot market have been fi xed at a level 
covering operati onal expenditure and 
fi nancing costs including repayment of 
debt. This was the fi rst ti me since 2012 that 
the dry bulk shipping industry returned to 
profi table freight rates across the board. 

The surge in earnings has returned 
opti mism to the dry bulk shipping industry, 
which was evident from the reduced 
demoliti on acti vity and renewed interest in 
newbuilding during 2017. 

Changes to the fundamental market balance
2007 - 2019

Source: BIMCO estimates (2017-), BIMCO utilisation est. (2007-2019), Clarksons demand growth rates (2007-2016)
Note: Net supply growth of 24 million DWT in 2017 (+3%). Demand growth rate of 5% in 2017. 
Note: The circled years are where demand growth outstrips supply growth – improving the fundamental market balance.
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BIMCO is the world’s largest internati onal 
shipping associati on, with 2,100 members 
in more than 120 countries. Our global 
membership includes shipowners, 
operators, managers, brokers and agents. 
Our vision is to be the chosen partner 
trusted to provide leadership to the 
global industry. Our mission is to provide 
expert knowledge and practi cal advice to 
safeguard and add value to our members’ 
businesses.
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