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Chaos in the making? 

Although this year has been one of the most turbulent ever for the tanker sector, perhaps the most important 

development from a longer term perspective which threatens to cast a shadow over the tanker segment is the 

International Maritime Organisation’s (IMO) move towards introducing an energy efficiency ship index for existing 

vessels (EEXI) as it struggles with how to achieve its looming environmental goals. This week, we examine how the 

IMO got to this point and suggest how the tanker market could be impacted over the remainder of this decade. 

 

Regulations and goals. As greenhouse gas (GHG) emissions moved to the top of the marine regulatory agenda, 

in 2018, the IMO set out ambitious goals to decarbonise shipping by the end of this century. This will be achieved 

by the setting of interim goals, the first of which is to reduce the carbon 

intensity of shipping by 40% from 2008 levels by 2030. This will then be 

followed in 2050 by a 50% cut in CO2 emissions and a 70% cut in carbon 

intensity. Although these goals have been known for two years, the IMO has 

not yet set out a detailed roadmap on how they will be met and is unlikely 

to publish this information before 2023. 

Zero-carbon fuels not a short-term solution. In theory, the solution of 

achieving these goals is simple; switching to zero carbon fuels such as green 

hydrogen, green ammonia or green methanol. However, the problem is that such fuels are currently not 

commercially available in large enough quantities to make a dent in the approximate 4 mb/d of marine fuel 

demand for international navigation. Furthermore, projections suggest that this is unlikely to change during this 

decade and thus they cannot be considered as a viable, widespread solution for getting to 2030. 

Towards an EEXI. The carbon intensity of shipping has already fallen slightly since 2008 due to the development 

of more efficient ships and from the movement towards larger vessels. However, these developments alone will 

not be sufficient to reduce the carbon intensity of shipping by the required 40% by 2030. Consequently, the IMO 

is now looking to regulate the efficiency of the existing global fleet. Energy efficiency regulation is not new with 

the IMO having already introduced an energy efficiency design index (EEDI) for newbuild ships with a similar 

regulation now likely to come into force for existing vessels in the shape energy efficiency ship index for existing 

vessels (EEXI). This legislation will likely be adopted by the IMO in their mid-2021 meeting before potentially being 

introduced in 2023. The principle of the EEXI is the same as the EEDI with ships classed by their energy efficiency 

and likely graded A to E (A being the most efficient). 

How will the tanker fleet be impacted? The problem with answering this question is that the exact details of the 

EEXI are still being debated internally at the IMO and are unlikely to be released before the middle of next year 

As such, the IMO has not yet published their exact formula for calculating an EXXI nor the levels at which the…  
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… different A – E bands will be set. According to reports, there have 

been discussions that the EEXI could be set at a level similar to the 

EEDI Phase 2 which suggests that all vessels launched before 2015 

could be potentially impacted. BRS data indicate that 8,893 tankers 

are afloat which were launched before 1 January 2015 (this 

includes, dirty, CPP, bitumen and chemical tankers but excludes 

LNG and LPG carriers). However, in reality, very few of these vessels 

will likely be impacted as even ships built well before 2015 will likely 

fall within the A to C bands. Indeed, following the surge in bunker 

prices from 2005 onwards, there was a renewed focus on ship 

efficiency from an economic, rather than environmental, perspective. Therefore, the emergence of eco- and 

super-eco tankers has ensured that fuel consumption has been cut by over 50% compared with a standard 

tanker launched post-2000. The upshot is that the tanker segment has become more efficient ‘organically’ which 

in theory should leave very few existing tankers being classified in bands D and E. In a broad sense, the tanker 

fleet is unlikely to be impacted as heavily as the container liner fleet as tankers generally travel at some of the 

slowest average speeds of the entire maritime fleet and thus consume less fuel than other vessel classes. 

Penalties unclear. The next question concerning the EEXI legislation is what happens to the least efficient tankers 

in the fleet? Again, due to the uncertainty over the legislation, this is difficult to determine with any clarity. 

However, what seems certain is that the IMO will not mandate that the least efficient tankers are removed from 

the fleet. On the other hand, an IMO-mandated change in onboard operational practices has been mooted 

with the least efficient vessels being forced to limit the power outage of their main engines which would, in effect 

amount to IMO-mandated slow steaming. The IMO has also proposed fining or taxing the most inefficient vessels. 

This could be akin to the current EU emissions trading system which runs by the ‘polluter pays’ principle with 

companies allotted a quota and companies which exceed their quota forced to purchase extra carbon credits 

from companies holding spare credits due to their lower emissions. Although this seems a logical solution, it is 

highly unlikely that such a complicated scheme could be introduced by the time the EEXI is introduced. 

Level playing field. Despite improved economies of scale afforded by larger tankers, smaller tankers will not be 

unduly impacted by an EEXI as it is based on deadweight with larger tankers required to be relatively more 

efficient than smaller ones. On the other hand, it does seem logical that the segments which could be potentially 

heavily impacted are those which have a higher proportion of older units which are likely to be less efficient. In 

this respect two of the tanker segments ageing most rapidly are the Aframaxes and MR1s as owners are instead 

opting to order LR2s and MR2s. Furthermore, following low demolition in the chemical tanker segment over recent 

years, this fleet is also aging rapidly. Therefore, in the wake of an 

EEXI, these segments could see either increased scrapping, the 

development of two-tier markets as the least efficient vessels are 

forced to slow down, or for these vessels to opt to install 

efficiency-boosting technology. 

Conclusion. Despite all the noise and fear surrounding an EEXI, 

analysis suggests that the tanker fleet is already relatively fuel 

efficient and thus only a small proportion of the fleet will be impacted by an EEXI. However, this will be scant 

consolation to the owners of tankers classed D or E. Although an EEXI will likely not mandate scrapping, it will act 

as a catalyst to replacing the most inefficient units with new, more efficient units which should drive a resurgence 

in both scrapping and ordering. Furthermore, it will heavily impact the resale price for tankers classed D or E and 

thus it seems plausible that the second-hand price for a tanker classed D or E will be close to the scrap price. 

Segment Laden (Knt) Super Eco Eco Non-Eco

VLCC 13 46 52 80

Suezmax 13 - 40 48

Aframax 13 - 32 40

Panamax 13 - 25 30

MR2 13 - 20 28

source: Notteboom, T. and P. Carriou (2009), BRS Estimates

Fuel Consumption (mt/day)

Indicative Fuel Consumption of Tankers

Ship type

Average Speed 

(knots)

Bulk Carriers 13 - 15

Oil and Chemical Tankers 13 - 17

Container Liners 16 - 24

ROROs 16 - 22

Cruise Ships 20 - 25

Ferries 25 - 40

source: BRS

Average Speeds of Different Ship Types


