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The European Shipbuilding and Maritime
Manufacturing Industry

A Strategic Industry for Europe

A strong European shipbuilding industry and maritime equipment supply chain is crucial for
Europe’s economic security. It builds, equips, and maintains the vessels and platforms that
carry goods, energy, raw materials, and passengers, connect maritime regions, and support
the exploration and exploitation of a wide range of maritime and underwater activities,
including offshore energy and communication cables. Moreover, it is the key enabler for the
green and digital transitions of waterborne transport and the maritime economy, thereby
contributing to the international and EU climate and environmental objectives.

The shipbuilding and maritime manufacturing industry is also critical for Europe’s defence and
security. It produces naval capabilities that are paramount for preserving Europe’s strategic
autonomy, defending its maritime borders, and securing its maritime and underwater
infrastructure. The European naval industry is very innovative and efficient thanks to a robust
cross-fertilization between commercial and naval shipbuilding, which fosters dual-use
applications, resilient supply chains and groundbreaking innovations by leveraging
commercial innovations into naval shipyards and vice versa. There is no security and defence
at sea without a strong commercial shipbuilding industry.

Preserving a critical mass of European shipbuilding is key for Europe’s security, resilience,
climate adaptation, energy transition, and global influence, in particular in the following areas:

e Strategic autonomy and security assets: Encompassing naval ships, underwater
assets, and patrol vessels, this sector is crucial for Europe’s security amidst growing
geopolitical tensions and threats. The efficiency and competitiveness of European
military shipbuilding relies on strong commercial shipbuilding capabilities.

o Resilience of Europe’s maritime economy: Complex specialized vessels and
platforms like passenger ferries, offshore supply and service vessels, ships for laying
and repairing submarine cables, dredgers, fishing vessels, research vessels, and
icebreakers are essential to maintain Europe’s maritime competitiveness, resilience,
and sustainability. For example, dredgers maintain waterways and support climate
adaptation by mitigating rising sea levels. Offshore supply vessels install and maintain
offshore platforms, including wind farms. These sectors create opportunities to
enhance shipbuilding and technological expertise across key segments of the blue
economy, fostering diversification that is essential for the resilience of the shipbuilding
industry. They also contribute to the creation of a strong European cluster supporting
renewable energies at sea.

e Highly complex ships driving technological advancements: Particularly in the
cruise ship and superyacht markets, where Europe demonstrates global leadership,
driving excellence across the entire shipbuilding value chain. These high-value and
technologically complex markets are essential for maintaining Europe’s industrial
competitiveness and enabling innovation and spill-overs throughout the maritime
supply chain. In particular, cruise ships, the only large ships built in Europe, having the
long design and construction lead times, provide a longer-term vision for all players
involved, particularly important to deal with the evolving technologies of the many
systems on board.
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e Sustainable and efficient European waterborne transport: Markets like shortsea
shipping, cabotage, regional and local passenger transport, and inland navigation can
significantly enhance the sustainability and efficiency of domestic transport in Europe.
These sectors also offer the potential to boost shipbuilding competitiveness by
generating predictable, large quantities of small, complex cargo and passenger
ships—including for energy transport—integrated with advanced technologies, clean
propulsion techniques, and digital systems.
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 Maintenance, repair, and sustainable retrofit and conversion of existing ships:
Ships regularly need to visit a dry dock to do urgent or planned maintenance or repairs.
Having maintenance and repair facilities in the vicinity of a port is essential and of
strategic importance. Furthermore, European maintenance, repair, and conversion
shipyards have become crucial hubs for retrofitting operations, i.e., when ships are
upgraded with extra equipment. This is a key activity to enhance the sustainability of
maritime transport and so ensure the success of ambitious political climate and
environmental goals.

The Long View of Europe’s Current Position in the
Shipbuilding Sector

Over the long-term, commercial shipbuilding demand has been exceptionally volatile. This
volatility has led the sector to face a unique set of difficulties.

The post-war period, between 1945 and 1975, saw thirty years of almost unbroken demand
growth. During this period the modern shipbuilding industry was established, with significant
investment in Japan and Europe. Later in this period, from about 1970, South Korea started
to invest heavily in shipbuilding in a bid to emulate Japan, which had used shipbuilding as part
of the plan to resurrect the country’s decimated economy following WWII. China also utilised
shipbuilding in this way in pursuit of growth in the industrial economy in the period following
the millennium, taking advantage of the cyclical upswing in the long-term cycle.

The market crash following 1975 saw turmoil in global shipbuilding resulting from persistent
over-capacity. This led to a collapse in price, which required European governments to step in
with high levels of subsidy to support ailing capacity, with the hope that the market downturn
would be temporary. The situation was not temporary, and the European Commission stepped
in with directives to control un-fettered industry support (in particular the 6" Shipbuilding
Directive of 1986) as it became clear that overcapacity was persistent, while large amounts of
public money were being spent by member states with limited effectiveness’.

In the following years the industry in Europe retrenched into sectors away from the onslaught
of high-volume capacity from South Korea, but retained a foothold in the large commercial
ship sectors, in particular passenger ships, mid-sized container ships and car carriers. This
enabled Europe to retain a share of the volume of the global shipbuilding industry until the
next cyclical peak, around 2008. However, the sector was unable to survive the combined
onslaught of capacity from South Korea and China at the next cyclical downturn, and
European shipbuilding has now largely exited the large commercial shipbuilding sector,
concentrating on specialised higher value non-cargo sectors where a competitive advantage
can be achieved. These are also sectors that are of vital importance to European economy
and infrastructure, such as passenger ferries, fishing vessels, inland vessels, workboats, and
support vessels.

' See more background here.


https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX%3A51995AC1317
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The chart below shows the evolution of shipbuilding market shares for large vessels,
measured in “compensated gross tonnage” (CGT), which accounts for a ship’s size,
complexity, and construction effort.

60M

mCGT

@ EU27 + United Kingdom + Norway Japan South Korea @China @Rest of World + Unknown

Figure 1 — Global shipbuilding deliveries by main shipbuilding areas in mCGT

The European industry now operates in a set of sustainable market sectors, characterised by
a high density of technology, that can be summarised as follows:
e Specialized vessels (non-cargo and small cargo types)
Workboats and support vessels
Naval and security-related vessels
Cruise ships
Superyachts

Shipbuilding is of great strategic importance in Europe but faces specific risks and difficulties
due to the nature of the industry and its markets, which differentiate it from other industry
sectors. Exceptionally high volatility has already been mentioned but this is not the only
challenge that shipbuilders face:

- A shipbuilding contract is a promise to provide capacity at a future time at a fixed price.
This adds an additional layer of risk for both builder and buyer.

- Modern shipbuilding, particularly in the sectors important in Europe, produces some of the
most technically demanding and sophisticated products of any industry sector. Marine
engineering systems are at the forefront of technological development. This adds a further
element of risk because design, installation and commissioning of new technologies has
to be done without the ability to build prototypes.

- Because of the nature of the market, contract and products, commercial finance can be
wary of shipbuilding. This is particularly problematic at the pre-contract stage, where the
time taken to raise contract financing can be prohibitive in winning the contract.

A study from the European Commission? outlines a “scarcity of financing for shipbuilding in
Europe [that] is driven by the industry's long production timelines (e.g. 2-3 years) and high

2 Summary report of recommendations from the DG MOVE study to assess the situation in terms of
demand and supply of finance for the maritime sector and develop a living inventory, European
Commission, December 2024. See here.


https://op.europa.eu/en/publication-detail/-/publication/a2225fc3-c0e5-11ef-91ed-01aa75ed71a1
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capital intensity, which create significant liquidity pressures for shipyards (Daniel & Cenk,
2019). Payment structures, typically based on milestones, further exacerbate cash flow gaps,
while limited access to specialised financing products and competition from shipyards in Asia,
such as those in China and South Korea, add to the challenge (CSIS, 2020). Additionally, the
need for investment in maritime green technologies and compliance with stringent
environmental regulations introduces further financial complexities (Ecorys, CE Delft, & IDEA
Consult, 2012). The shortage of financing options and guarantees for construction periods,
presents a significant challenge to the growth of EU shipbuilding activities, notably in light of
the fierce competition from Asia driven by strong state-supported financing programs and
subsidies.”

quipment Association

Key Opportunities and Challenges
Opportunities

In September 2024, the President of the European Commission tasked the European
Commissioner for Sustainable Transport and Tourism to “propose a new industrial maritime
strategy to enhance the competitiveness, sustainability and resilience of Europe’s maritime
manufacturing sector™. In this respect, to retain a leading position in face of growing global
competition, the Draghi Report on the Future of European competitiveness* recommends that
EU policies “secure a leading manufacturing industry and a level playing internationally for the
EU’s industrial operators’. (...) “For example, in shipbuilding, the EU could leverage synergies
with industrial defence production and public support provided for dual use technologies,
consider conditionalities in EU financial instruments or tax incentives for shipowners to buy
ships made in EU, and extend EU financial and policy instruments dedicated to renewable
energy projects to specialised vessels.”

Concretely, for shipbuilding, the Draghi Report recommends the following objectives:
- “Maintain the current industrial base (more complex and value added).”
- “Regain leadership in ferries, energy transport and research vessels.”
- “Gain global leadership in the production of floating technologies and in the supply of
vessels for the installation and maintenance of offshore wind.”

The European shipbuilding and maritime manufacturing industry—through its association SEA
Europe—is aligned with these objectives. Its efforts are focused on specialized and complex
ship types—but also vessels and boats—essential to Europe’s domestic maritime economy,
rather than on large merchant vessels operating globally, like containerships, bulkers, and
tankers, which are almost all built in China and South Korea.

The chart below illustrates the evolution of the production portfolio of European shipyards,
measured in Compensated Gross Tonnage (CGT), which reflects the construction effort. It
shows that, following the 2008 downturn, industrial capacity shifted away from cargo ship
production and is now primarily focused on cruise ships.

3 President von der Leyen’s mission letter to Apostolos Tzitzikostas, December 2024 (see here).
4 Mario Draghi, The Future of European competitiveness, Part B | In depth analysis and
recommendations, European Commission, 2024 (see here).


https://commission.europa.eu/document/download/cfbadcff-1ab4-4afa-b890-3d70cefeb00c_en?filename=mission-letter-tzitzikostas.pdf
https://commission.europa.eu/topics/eu-competitiveness/draghi-report_en
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Figure 2 — Evolution of deliveries of European shipyards in mCGT.
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European shipyards currently notably dominate cruise shipbuilding—accounting for 90% of all
ships built globally since 1990. Cruise ships are among the most complex types of ships,
requiring advanced expertise and intricate supply chains. The capabilities of cruise
shipbuilding, through the large volumes and high technology solutions, play a crucial role in
sustaining Europe’s maritime industrial backbone and supply chains, including those for
military shipbuilding. Without these capabilities, European navies could face significant
vulnerabilities.

Nevertheless, Europe’s technological capabilities and intricate supply chains extend beyond
cruise ships alone. Other vessel segments, including specialised vessels, workboats, and
superyachts, also embody high technological expertise and play critical roles in strategic
maritime operations. The chart below shows the evolution of the production portfolio of
European shipyards, this time measured by the number of ships delivered. It underscores the
substantial share of non-cargo vessels, which collectively support Europe’s maritime industrial
base, supply chain resilience, and defence capabilities. Non-cargo vessels refer here to ships
that are designed neither for transporting goods nor for carrying passengers or serving naval
purposes. This category includes fishing vessels, research ships, service vessels (e.g., tugs,
supply ships), and other specialized workboats.

@ Cargo @ Cruise @ Non-cargo @ Offshore @ Passenger @ Ro-Ro (cargo)
0
0

Newbuilding Count

8|
6
2

0
0
400
I I
2000 2005 2010 2015 2020

0
Year

Figure 3 — Evolution of deliveries of European shipyards in number of ships.
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The tables below show the average number of small specialised ships (i.e., under 5,000 GT)
delivered from European shipyards per annum between 2020 and 2024, as well as their global

market share.

Average number of small specialised ships (under 5,000 GT)

delivered by shipyards in Europe per annum 2020 — 2024

Ship type Number of ships
Cargo 28
Fishing 52
Inland Waterway 64
Offshore Support Vessels (OSV) 11
Passenger 32
Tug 29
Workboat 45
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European shipbuilders’ share of the total global market of
small specialised ships (under 5,000 GT) 2020 — 2024

(number of ships)

Ship type Global market share
Cargo 7%

Fishing 16%

Inland Waterway 72%

Offshore Support Vessels (OSV) 10%

Passenger 29%

Tug 5%

Workboat 34%
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These tables reveal that European shipyards maintain a strong presence in constructing
specialized non-cargo vessels such as fishing vessels, offshore support vessels, and
workboats. These vessels, though relatively small compared to large ocean-going merchant
ships, have a high outfit and technology density and are indispensable to the maritime

economy.
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While China’s dominance in building large merchant ships is undeniable, Europe’s expertise
and global leadership in producing complex, high-value vessels is a significant asset. In an
era of growing geopolitical tensions and protectionism, Europe must strengthen its position in
strategic shipbuilding.
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Therefore, the upcoming EU Industrial Maritime Strategy should prioritize the following
segments:

o Strategic autonomy assets: Naval ships, underwater assets, and patrol vessels.

e Resilience of Europe’s maritime economy: Complex specialized vessels and
platforms like passenger ferries, offshore supply and service vessels, cable-layers,
dredgers, fishing vessels, research vessels, workboats, and icebreakers.

e Highly complex ships driving technological advancements: Particularly in the
cruise ship market, where Europe currently dominates, driving excellence across the
entire shipbuilding value chain.

o Sustainable and efficient European waterborne transport: Shortsea shipping and
cabotage (for the transport of goods, raw materials, and energy), regional and local
passenger transport, and inland navigation.

o Sustainable retrofit and conversion of existing ships: This market is key to fulfil
the EU sustainability criteria in the maritime sector to enhance the sustainability and
efficiency of the merchant fleet, including of large ships.

Challenges

The Draghi Report® outlines that “EU manufacturing of transport equipment is not on a level
playing field with production in other world regions”, specifying that “in the shipbuilding sector,
the distortive impact has been particularly acute. Asian competitors can offer prices up to 30%-
40% lower than the EU.”

“As a result, in combination with price gaps, the EU is losing out or is increasingly challenged
by global competitors. For merchant shipbuilding, the EU has (similar to the US) over the years
become fully dependent on Asia for merchant shipbuilding, 94% of which is now supplied by
Asia. Moreover, 96% of shipping containers are currently produced in China. Beyond
commercial shipbuilding, this situation could also impact naval (military) shipbuilding given the
high interlinkages between these two segments.”

China became the world’s largest shipbuilding economy as of 2010, up from less than 10% of
global ship completions in 2000, and secured 70%® of new contracts in 2024. This remarkable
growth has been driven by government policies that prioritize shipbuilding as a strategic
sector’. Notably, the 'Made in China 2025' plan designates maritime engineering and
advanced ships among the ten priority sectors where China seeks to achieve global
technological dominance. These policies have directed substantial subsidies toward reducing
production and input costs—through support for production, investment, export credit, and

5 Mario Draghi, The Future of European competitiveness, Part B | In depth analysis and
recommendations, European Commission, 2024 (see here).

6 Source: Clarksons Research, World Shipyard Monitor, January 2025.

7 This was evidenced in OECD reports, in particular the Report on China’s Shipbuilding Industry and
Policies Affecting it, April 2021. See here.


https://commission.europa.eu/topics/eu-competitiveness/draghi-report_en
https://www.oecd.org/en/publications/report-on-china-s-shipbuilding-industry-and-policies-affecting-it_bb222c73-en.html
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entry incentives such as subsidized land. China’s policies have also put in place a favourable
regulatory environment for key state-owned shipbuilding companies.
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Over time, China has expanded into specialized vessel construction, including LNG carriers,
offshore service vessels, and passenger ships, aiming to move up the shipbuilding value
chain. This strategy addresses excess capacity and low profit margins by targeting high-end
segments.

Chinese policies also promote dual-use shipyards, which can build both civilian and naval
vessels. The OECD noted that “this civil-military integration could be a possible element to
explain the large amounts of resources invested by the Chinese government in its shipbuilding
sector.”

Furthermore, Chinese banks offer very attractive ship finance and favourable financial
incentives to global shipowners, whilst usually keeping the ownership of the vessels, which
they lease to shipowners, including European shipowners.

As a consequence of Asia’s dominance in the construction of large merchant ships, substantial
parts of the European supply chain of maritime equipment manufacturers and technology
providers is being relocated to Asia, as the supply chain follows the shipbuilding. Europe’s
leading position in maritime equipment manufacturing is at risk, as Asian shipyards are
increasingly encouraged to use local content to the detriment of European equipment.
Furthermore, as noted by the OECD, foreign companies in China face challenges because of
weak intellectual property protection and restricted market access, and are often required to
transfer technology through joint ventures.

Concretely, China has nearly achieved hegemony in large merchant shipbuilding and is now
targeting dominance in complex specialized vessels and maritime equipment. This poses a
significant threat also to European maritime interests, including Europe's military shipbuilding
capabilities, whose effectiveness depends on the competitiveness of the commercial segment.
Furthermore, this situation presents a major risk to the resilience of European shipowners,
who are increasingly dependent on Chinese shipyards, while facing fierce competition from
Chinese shipowners, who became global leaders in 2024.

A recent investigation of the Office of the U.S. Trade Representative® concluded that “for
nearly three decades, China has targeted the maritime, logistics, and shipbuilding sectors for
dominance and has employed increasingly aggressive and specific targets in pursuing
dominance of the maritime, logistics, and shipbuilding sectors.” The report also notes that
“market share targets necessitate substitution by Chinese companies at the expense of foreign
competitors—for Chinese companies to gain market share, they must displace foreign
companies in existing markets and take new markets as they develop in the future. In the
shipbuilding and marine equipment sectors, China has set production targets broadly since
2006. China’s industrial targets have become more aggressive and sophisticated over the
years. For example, in the area of high-technology ships, China initially set a target of 20
percent of global market share by 2011, but now aims to achieve 50 percent global market
share by 2025. For maritime engineering equipment, China initially targeted 10 percent of
global market share by 2011, and now seeks 40 percent market share by 2025.”

In this context and amid the current geopolitical tensions, a further decline of Europe’s
shipbuilding capacity would be devastating for its strategic autonomy and economic security.
It is therefore urgent to consolidate and reinforce this capacity.

8 Report on China’s Targeting of the Maritime, Logistics, and Shipbuilding Sectors for Dominance, Office
of the U.S. Trade Representative, January 2025. See here.


https://ustr.gov/sites/default/files/enforcement/301Investigations/USTRReportChinaTargetingMaritime.pdf
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Key Developments in the Global Shipbuilding
Market

Geopolitical and Political Context

Due to its strategically important role, both for security and industry development, shipbuilding
has always seen a high level of policy involvement. Governments are motivated to support
their industries in counter to the difficult nature of the business, to maintain the economic
advantages. This support at times causes market distortion but the means that lead to the
distortion tend to be opaque and can therefore be virtually impossible to counter through
normal trade means.

It is worthy of note that the OECD Shipbuilding Committee (previously known as Working Party
6) has been working diligently to achieve a level playing field in the industry for 60 years,
although without success. In particular, the OECD Shipbuilding Agreement failed primarily due
to a lack of ratification by key players, particularly the United States, which refused to approve
it in 1995, citing concerns over enforcement and the potential impact on its domestic industry.
The Agreement, negotiated in 1994 and signed in December of that year, aimed to eliminate
subsidies and unfair pricing practices in the global shipbuilding market. Despite efforts to
revive it, the Agreement never entered into force and was officially abandoned in 1998 due to
the inability to secure broad participation.

Furthermore, the EU’s attempt to take action against market distorting subsidies using WTO
measures was not successful® and countervailing measures in general appear to be ineffective
for shipbuilding, in particular as regards the following:

o Ineffectiveness of the EU Regulation on protection against injurious pricing of
vessels (Regulation 2016/1035): Pursuant to this regulation, a harmful pricing
charge may be levied on the builder of an injuriously priced vessel whose sale to a
buyer outside the country in which the vessel originates causes injury to European
industry. However, this regulation is currently ineffective as its entry into force is
conditional upon the ratification of the OECD Shipbuilding Agreement. Such ratification
will almost certainly never happen.

e Challenges with EU trade defence instruments (anti-dumping and anti-
subsidies): These instruments theoretically apply to shipbuilding, but in practice their
application is complicated by the sector's unique characteristics. These include the
specific customs regime for ships and the absence of large, standardized series of
vessels, which makes it difficult to apply trade defence methodologies designed for
mass-produced goods based on the assessment of their ‘normal value’. This is difficult
to assess for ships, which are mostly tailor made.

o Limitations of the EU Foreign Subsidies Regulation (Regulation 2022/2560): This
regulation focuses on the distortive effects of foreign subsidies within the EU single
market, primarily when a shipowner benefits from a foreign subsidy that lowers the
purchase price of a ship compared to another shipowner. However, it does not address
distortions in the global shipbuilding market (such as competitive distortions arising
from Asian shipyards), where the most significant competition distortions occur.

9 World Trade Organization (2005) 'KOREA — MEASURES AFFECTING TRADE IN COMMERCIAL
VESSELS: Report of the panel' World Trade Organization WT/DS273. 7 March 2005. Geneva.
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Many maritime nations consider shipbuilding a strategic industry essential to their economy,
defence, and technological advancement. To enhance the competitiveness of their
shipbuilding sector, they have introduced ambitious policies such as subsidies, research
funding, and infrastructure development. Notably, government intervention is increasing
worldwide to support green and digitalised shipbuilding, along with related equipment
manufacturing. The following examples highlight the fierce international competition for
shipbuilding leadership, driven by government policies:

China: “Action Plan for Green Development in the Shipbuilding Industry” (2023)'°
In December 2023, China's Ministry of Industry and Information Technology (MIIT), along
with the National Development and Reform Commission and other authorities, released
an action plan to promote green development in the shipbuilding industry. The plan is the
latest in a row of strategic plans for the development of a shipbuilding industry, and
outlines a roadmap for achieving quality development through green initiatives and the
construction of a modern industrial shipbuilding system. By 2025, China aims to establish
a preliminary green development framework within the industry. Looking ahead to 2030,
the goal is for China's green shipbuilding technology to reach an advanced international
level, positioning the country as a leader in the global green shipbuilding market.

South Korea: “K-Shipbuilding Strategy for Next-Generation Market Dominance”
(2023)"

In November 2023, South Korea's Ministry of Trade, Industry and Energy (MOTIE)
announced the "K-Shipbuilding Strategy for Next-Generation Market Dominance." This
strategy aims to secure over 80% of the next-generation shipbuilding market by focusing
on three main policy directions:

1. Technological advancement: Launching development and demonstration projects
for carbon-free fuel technologies, including LNG, ammonia, and hydrogen, and
accelerating the commercialization of autonomous ships.

2. Manufacturing innovation: Investing in smart shipyards and robotics to enhance
productivity and facilitate digital transformation within the industry.

3. Infrastructure and talent development: Training over 3,000 individuals in core
technological competencies and fostering international collaborations.

The government has committed approximately 710 billion won (around $534 million) to
support these initiatives through 2028.

Japan: “Development of Next-Generation Ships Project” (2021)2
Japan's "Development of Next-Generation Ships Project”, initiated in 2021 under the
Green Innovation Fund Projects, focuses on achieving carbon neutrality in the shipping
sector by 2050. Key components of the project include:
Hydrogen-fueled ships: Developing core technologies such as engines, fuel tanks, and
supply systems aimed at achieving hydrogen-only combustion, with operational
demonstrations targeted by 2030.
Ammonia-fueled ships: Creating technologies for engines and fuel systems that utilize
a high ratio of ammonia to reduce greenhouse gas emissions, aiming for commercial
operations by 2028.
Methane slip reduction: Developing technologies to reduce methane emissions from
LNG-fueled ships by at least 60% by 2026 through enhanced catalysts and engine
improvements.
This initiative seeks to strengthen Japan's international competitiveness in shipping-
related industries and promote the adoption of zero-emission ships.

10 See here.
11 See here.
12 See here and here.
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https://wap.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2023/art_3c718652a49b4c0dbf8f2079567cb742.html
https://english.motie.go.kr/eng/article/EATCLdfa319ada/1534/view
https://www.meti.go.jp/english/policy/energy_environment/global_warming/gifund/index.html
https://green-innovation.nedo.go.jp/en/project/development-next-generation-vessels/?utm_source=chatgpt.com
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United States of America: “Restoring America’s Maritime Dominance”'® and
“SHIPS for America Act” (2025)™

On 9 April 2025, the U.S. President signed an executive order called Restoring America's
Maritime Dominance, aiming "to revitalize and rebuild domestic maritime industries and
workforce to promote national security and economic prosperity." With this executive
order, the President tasks several government departments to prepare a Maritime Action
Plan within 210 days. Furthermore, the executive order provides for the creation of a
Maritime Security Trust Fund and a Shipbuilding Financial Incentives Program to ensure
stable funding for maritime programs and encourage private investment in shipyard
infrastructure. It also establishes maritime training programs and scholarships and tasks
the administration to recommend within 90 days "all available incentives to help
shipbuilders domiciled in allied nations partner to undertake capital investment in the
United States to help strengthen the shipbuilding capacity of the United States." In
parallel to the executive order, the U.S. Congress is working on a bill for a SHIPS for
America Act aimed to revitalize the U.S. shipbuilding industry.

Besides, the U.S. Trade Representative concluded an investigation on China’s targeting
of the maritime, logistics, and shipbuilding sectors for dominance by imposing fees on
Chinese shipowners and on Chinese-built ships—irrespective of the owner—docking
at U.S. ports. While the U.S Trade Representative had initially proposed a flat fee of
$1.5 million per docking, the adopted fees will not exceed $33 per net ton of cargo and
$250 per container’s.

India: “Maritime Development Fund” (2025)'6

In February 2025, India unveiled its intention to set up an INR 250 billion (about $2.9
billion) Maritime Development Fund to grow the national ship fleet and support the
domestic shipbuilding and repair sector. The objectives of the fund are:

- Development of new ports and modernization of existing ports.

- Financial aid for green shipping initiatives.

- Investments in ship repair facilities to make India a global shipping hub.

- Encouragement of technological innovation in maritime logistics and fleet efficiency.
The fund is primarily intended for financing ship acquisitions, in line with the country’s
strategy to increase the share of Indian-flagged vessels to 20% by 2047. Furthermore,
the Indian government has extended the Shipbuilding Financial Assistance Policy
(SBFAP) 2.0, aimed at providing direct financial subsidies to Indian shipyards. This
initiative seeks to help in securing orders by offsetting operational cost disadvantages,
thereby strengthening the domestic shipbuilding industry.

13 See here.
4 See here.
5 See here.
16 See here.
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Regulatory Framework and Challenges

The regulatory landscape for maritime transport is undergoing significant changes at both the
European and international levels, driven by global efforts to decarbonize the sector. These
developments offer both challenges and opportunities for the shipbuilding industry:

One of the most significant developments in EU climate policy is the inclusion of
maritime transport in the EU Emissions Trading System (EU ETS), effective
January 1, 2024. Under this regulation, operators of ships over 5,000 gross tonnage
are required to monitor and report their CO, emissions, and purchase and surrender
emission allowances to cover a portion of those emissions, effectively paying for their
environmental impact. The system is being phased in: operators will need to cover
40% of their emissions in 2024, 70% in 2025, and 100% from 2026 onward. Initially
limited to CO,, the EU ETS will also include methane (CH,) and nitrous oxide (N,O)
emissions from 2026. This initiative is a key part of the EU’s broader climate strategy,
aiming to drive the adoption of cleaner technologies and more sustainable practices in
the shipping industry by placing a financial cost on greenhouse gas emissions.

In addition to the EU ETS, the FuelEU Maritime Regulation (Regulation 2023/1805),
which took effect in 2025, establishes ambitious targets for reducing the
greenhouse gas intensity of fuels used by ships in EU waters. This regulation is
a key component of the EU’s Green Deal and sets progressive carbon intensity
reduction goals until 2050. It also mandates the use of shore power at EU ports to help
reduce emissions during ship docking. Through these measures, the EU is
encouraging the adoption of renewable and low-carbon fuels, as well as the integration
of cleaner technologies across the maritime sector.

Meanwhile, in 2023, the International Maritime Organization (IMO) adopted a
Strategy on the reduction of greenhouse gas (GHG) emissions from ships, which
seeks to reduce carbon emissions from international shipping with a target of
net-zero emissions by 2050. Measures like the Energy Efficiency Existing Ship Index
(EEXI) and the Carbon Intensity Indicator (Cll) are already in place, setting
benchmarks for assessing the energy efficiency and carbon intensity of ships. In April
2025, the Marine Environment Protection Committee (MEPC) of the IMO adopted
measures including a new fuel standard for ships and a global pricing mechanism for
emissions. These measures, set to be formally adopted in October 2025 before entry
into force in 2027, will become mandatory for large ocean-going ships over 5,000 gross
tonnage, which emit 85% of the CO2 emissions from international shipping.

The Hong Kong International Convention for the Safe and Environmentally
Sound Recycling of Ships is set to enter into force on June 26, 2025. This
international agreement, established by the IMO, aims to set standards for safe and
environmentally responsible ship recycling. It addresses hazardous waste disposal
and ensures the safety of workers in shipbreaking yards, especially in regions that
have historically lacked proper environmental regulations.

The consequences of these regulatory shifts are profound and far-reaching for the shipbuilding
industry. As environmental standards tighten, shipbuilders will face increasing pressure to
develop and deliver vessels that meet stringent emission reduction targets. This will require
significant investment in research and development to create innovative, green technologies
and fuel-efficient designs that can be deployed at large scale. The push for alternative fuels,
such as hydrogen, ammonia, methanol, and biofuels, will continue to demand a rethinking of
ship propulsion systems, safety measures, and infrastructure.
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Furthermore, the challenge for shipyards is not only in designing and constructing new vessels
but also in retrofitting existing fleets to comply with evolving regulations. The risk of regulatory
fragmentation across different regions could add complexity for shipbuilders who must
navigate varying international standards.

Shipyards not only need to develop innovative products, but also to modernize the entire
production process in accordance with green and digital trends to make shipbuilding—
considered as a heavy industry—a cleaner, less labor-intensive and safer activity, even in the
face of chronic labor shortages.

Ultimately, while regulatory changes present substantial challenges, they also offer
opportunities for shipbuilders to lead the way in maritime sustainability. Those who can
successfully innovate, adapt to new technologies, and anticipate future regulations will be
positioned to thrive in a greener, more competitive global shipping market. However, those
who fail to keep pace may face increased costs, reduced market share, or even obsolescence
as the maritime sector evolves toward a more sustainable future.

Alternative Fuels Uptake and Challenges

Alternative Fuels Uptake

In January 2025, Clarksons Research’s Green Technology Tracker outlined “record
investments in alternative fuel’, “with overall newbuilding volumes reaching their highest level
since 2007". According to public information from Clarksons Research'’, “alternative fuel has

continued to play a prominent role representing 50% of all tonnage ordered in 2024.”

The 2024 OECD Report on The role of Shipbuilding in Maritime Decarbonisation: Impacts of
Technology Developments and Policy Measures highlights the following trends’®:

- “While the construction of alternative fuel capable ships is increasing, fleet
uptake remains low. The maritime sector is shifting toward low/zero-emission
solutions, with ships capable of using alternative fuels making up over 52% gross
tonnage in the global orderbook. Yet only around 7% of the global fleet can currently
operate with these technologies, and maritime GHG emissions continue to rise.”

- “Fuel optionality in ships is preferred to one specific fuel choice. Fuel options in
the orderbook point to increased diversification, with around 37% of vessels (by gross
tonnage) being LNG capable, 9.7% methanol capable and 0.55% ammonia capable.
Emerging technologies to reduce alternative fuel demand, such as battery, hybrid or
nuclear propulsion, are also gaining traction for certain ship types but their uptake in
the fleet remains relatively low (<1%).”

- “Design and construction capabilities are regionally concentrated. Chinese yards
make up 47% of the orderbook in alternative fuel capable vessels in CGT, followed by
Korea (42%). The building of methanol and ammonia capable ships is mainly
concentrated in Korea, China and Japan, while ships capable of running on biofuels
show a more diverse set of producer countries and manufacturers. European engine
designers supply over 65% of the alternative fuel capable fleet and orderbook.”

7 See here.
8 OECD, The role of Shipbuilding in Maritime Decarbonisation: Impacts of Technology Developments
and Policy Measures, April 2025. See here.
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- “Retrofits in selected energy saving technologies and fuel conversions more
than doubled since 2020 but account for less than 1% of retrofits and repairs.
European and Chinese yards are leading alternative fuel conversions. Chinese yards
also primarily carry out propeller and hull EST (energy-saving technologies) retrofits.
Alternative fuel conversions focus on passenger vessels, EST retrofits on bulk carriers
and containerships. Fuel conversions take significantly longer to complete than other
retrofits (+45 days), hinting at potential capacity bottlenecks as demand grows.”

quipment Association

- “In 2024, 82 builders constructed alternative fuel capable vessels. The past ten
years have seen growing capacity among shipyards to construct vessels capable of
using alternative fuels, with their share of total active yards increasing to between 7
and 36% for different ship types in 2023. This trend is uneven across ship types and
fuel options: bulk carriers and tankers lag in adoption, while a significant portion of
yards build alternative fuel capable containerships and cruise ships. LNG currently
leads in construction, with methanol also seeing increased growth.”

Challenges with Alternative Fuels

The transition to alternative fuels in the maritime industry presents several challenges that
hinder widespread adoption. These challenges can be categorized into technical, economic,
infrastructural, and regulatory barriers:

- Many alternative fuels, such as liquefied natural gas (LNG), hydrogen, ammonia, and
methanol, require new or modified engine designs. Existing ships are often
incompatible with these fuels, necessitating costly retrofits or entirely new vessels.

- Safety concerns arise with certain fuels. For example, ammonia is toxic, hydrogen is
highly flammable, and LNG requires special handling to prevent leaks and explosions.

- Fuel efficiency and energy density vary significantly. Many alternative fuels have lower
energy content compared to traditional marine fuels, which affects ship range and
operational efficiency.

- The initial investment for ships that can use alternative fuels is high, making it
financially unfeasible for many shipping companies.

- Alternative fuels also often have higher production and supply chain costs compared
to conventional marine fuels, making them less attractive in the short term. Market
demand and economies of scale are still developing, meaning alternative fuels are not
yet as commercially competitive as traditional fuels.

- The global supply network for alternative fuels is underdeveloped. Bunkering facilities,
storage, and distribution networks are not widely available at major ports. Ensuring a
reliable and consistent supply of alternative fuels is a major hurdle, as many of these
fuels are not yet produced at scale. Investment in port infrastructure and refuelling
stations is needed, requiring significant collaboration between governments, fuel
producers, and maritime companies.

- The regulatory framework for alternative fuels is still evolving, leading to uncertainty
for shipowners and operators. Different countries and regions have varying standards
and incentives, which can complicate the global adoption of alternative fuels.
Compliance with emissions targets set by the IMO and other regulatory bodies requires
clear guidelines and incentives to encourage industry-wide transition.
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From the shipbuilder’s point of view, because not one solution fits all ship types in terms of
green propulsion, the use of alternative fuels means developing a large number of prototypes
depending on the ship type or the shipowner’s preferences, or designing the ship ready to
accommodate an alternative fuel or more than one in the future.

quipment Association

Addressing these challenges will require coordinated efforts between industry stakeholders,
policymakers, and technology providers. While progress is being made, overcoming these
barriers is crucial for achieving a sustainable and low-emission future for the maritime sector.
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Shipbuilding Market Trends

The Global Commercial Market

120,000
100,000
80,000

5 60,000
40,000
20,000

0
1880 1900 1920 1940 1960 1980 2000 2020 2040
Figure 4 — Global output from commercial shipbuilding in Gross Tons, long term trend (source: PW
Stott, based on numerous sources™)

Over the long term, commercial shipbuilding demand has been exceptionally volatile, with
market peaks around every thirty years. The cause of this market characteristic is now well
understood?°. Whether this wave propagates further into the future is not certain and depends
on the development of global seaborne trade and the industry itself. High volatility of demand
has led to shipbuilding being a globally oriented industry with complex challenges and unique
features, particularly when characteristics of high capital investment, dependence on human
capital and low gross margin (70% of the value of a shipbuilding contract is typically in the
supply chain) are factored in.

The post-war period, between 1945 and 1975, saw thirty years of almost unbroken demand
growth. During this period the modern shipbuilding industry was established, with significant
investment in Japan and Europe. Japan became global market leader, but Europe was also
strong?', particularly in the development of shipbuilding technology.

Later in this period, from about 1970, South Korea started to invest heavily in shipbuilding in
a bid to emulate Japan, which had used shipbuilding as part of the plan to resurrect the
country’s decimated economy following the war??. Shipbuilding has significant power as a
generator of industrial economy because it has a very strong economic multiplier with induced
effects in the broader economy, not only in the supply chain but also through the reinvestment
of income generated during the production process and the associated consumption?3. China

9 Paul Stott (2023), Shipbuilding Policy in the UK: The Legacy of a Century of Decline and its Influence
on Naval Procurement, The RUSI Journal, 168:5, 54-67, DOI: 10.1080/03071847.2023.2250389.

20 Gordon, K. (2019) An analysis of market-distorting factors in shipbuilding — the role of government
interventions. Paris: OECD Science, Technology and Industry Policy Papers; Stott, P.W. (2018)
Towards a better understanding of the commercial shipbuilding industry (see here).

21 The leading shipyards by volume between 1960 and 1970 were in Germany, Denmark and Sweden,
overtaken by Japan after that point.

22 Stott, P.W. (2017), Shipbuilding innovation: enabling technologies and economic imperatives, Journal
of ship design and production, 33(3), pp. 1-11.

23 See here an analysis from the Institute of Economic Policy of Hannover illustrating the economic
multiplier effect of the MeyerWerft shipyard.
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also utilised shipbuilding in this way in pursuit of growth in the industrial economy in the period
following the millennium, taking advantage of the cyclical upswing in the long-term cycle. The
market crash following 1975 saw turmoil in global shipbuilding resulting from persistent over-
capacity.

quipment Association

In the most recent period, South Korea’s volume strategy has started to struggle in competition
with China (figure 5). The volume strategy is ultimately un-sustainable for two reasons. Firstly,
it is optimised for transient peaks in demand but loses competitiveness in the predominant
trough periods. Periodic economic difficulties for the ultra-large shipyards are inevitable.
Secondly, the industry is dependent on human as well as fixed capital and shipbuilding is
struggling globally to attract workers. This may already be leading to a disruption in the sector.
This is evident in the level of backlog in the orderbook, which is far higher than would be
expected in response to demand at the current stage of the cycle (figure 6). However, the
backlog also results from the growing size and complexity of ships in relation to the green
content, which results in longer design and construction times.

Backlog is a major determinant of price (figure 7)?*. Since the start of 2021 it is tentatively
estimated that shipbuilding costs, due to the inflationary environment, have risen by about
22% whilst price has risen by 46% following a long period of steady decline or soft value lasting
more than 10 years (2009-2020). Price growth is also driven by the higher value content of
ships capable of running on alternative fuels, which now account for about half of newbuilding
orders. On the negative side, restrictions in capacity that will result from a labour shortage are
likely to have a damping effect on future demand: another boom period for shipbuilding, on
the scale of previous peaks, may not be possible. Concretely, ships will become more
expensive and backlog will increase, restricting supply. This will in turn have a significant effect
on the shipping sector and global trade, including possibly affecting the ability of shipping to
renew the fleet in pursuit of carbon reduction.

PR China Others

South Korea

Figure 5 — Market Share (CGT) development since 2014 (based on statistics from Clarksons
Research)

24 Gordon, K. (2019), An analysis of market-distorting factors in shipbuilding — the role of government
interventions. Paris: OECD Science, Technology and Industry Policy Papers.
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Figure 6 — Backlog (in years) in market leading industries
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Figure 7 — Clarkson newbuilding price index

China has consolidated its position as global shipbuilding market leader over the past decade
(figures 5 and 6) with a corresponding fall in market share in South Korea. South Korea has
in recent years focussed its attention on higher value ships, leaving lower value tonnage to
Chinese competition. Chief amongst these higher value ships are LNG tankers, on which the
industry in South Korea is now heavily dependent. The distribution of South Korea’s orderbook
by workload (CGT) in February 2025 is shown in Figure 8, which clearly shows the dominating
importance of LNG to South Korean shipbuilding.
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Figure 8 — Distribution of workload (CGT) in South Korean shipyards in February 2025 (based on
statistics from Clarksons Research)

South Korea’s dependency on LNG tankers is now threatened from two directions. Firstly,
ordering has declined following a peak in 2022 and the LNG fleet sector may be approaching
maturity (declining ordering and peaking of the orderbook, as shown in figures 9 and 10), at
which point ordering will inevitably fall significantly?>. Secondly, Chinese competence in
building LNG tankers has reached the point whereby they are equally as successful as South
Korea in winning orders. Figure 10 shows new orders reported and figure 11 the relative intake
of those new orders in South Korean and Chinese shipyards.
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Figure 9 — Total CGT of LNG tankers on order

25 The typical transition from fleet growth to maturity is accompanied by a 75% fall in demand for new
ships.

19



. 18
[ =
2 16
S 14
12
10
8
6
4
2
0

O 00 O &N & O 00 O N & VW 0 O N «

O OO O O O O O = = «=H = = &N N

O 0O ©O O O O O O O O O ©o ©o o o

I = AN N AN N N N N N N N N N N

Figure 10 — Generation of new orders (total CGT) for LNG tankers
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Figure 11 — Comparative order intake of LNG tankers (CGT) in South Korea and China

Should the demand for ships in South Korea’s areas of interest collapse, the biggest Interest
of South Korea—and threat to European industry—is in the military. South Korea has
historically not operated on the naval export market, but in recent years, it seems to be strongly
committed to bolstering its presence in this sector, as shown by some significant orders
acquired on the export market. It has also recently focused on strengthening its relations with
the United States to take advantage of that country’s shipbuilding revitalization process. In the
naval sector, Europe’s industry depends on the foreign market because orders from the
national navies of European countries are not sufficient to fill their capacity.
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Europe’s Response to a Difficult Competitive Environment

The response of the European industry to the challenging economic and market environment
has been to retrench into sustainable sectors. In commercial shipbuilding the sectors
concerned are:

e Large specialised ships and large ferries (larger than 5,000 GT).

e Small specialised non-cargo and small cargo (between 500 and 5,000 GT)—e.g.,
oceanographic research vessels, offshore support vessels (OSV), small bulkers and
tankers, small ferries, cable layers, and large fishing vessels.

e Workboats (below 500 GT)—e.g., tugboats, small fishing vessels, dredgers.

e Cruise ships
Yachts

Apart from cruise, which includes the largest ships ever built, ships in these sectors tend to be
relatively small compared to many commercial vessels built in Asia. However, this is
misleading in terms of industry potential. Such ships have a high density of outfit and systems
and the nature of those systems tends to be more complex than typically found on large
merchant ships because of the smaller size of the platform. Furthermore, it is not only the
complexity of the equipment that makes shipbuilding a difficult task requiring much skill and
experience, but also the ability of the shipyard to integrate so many technologies and complex
systems so that the vessel achieves the performance required by the customer. This task can
be particularly challenging for small ships characterized by high density of outfit and systems.
The value of such ships therefore tends to be very high relative to size.

The characteristics of these sectors, which make them more sustainable for the industry in
Europe, are as follows:

e Demand is less volatile (figure 12), leading to more stable business conditions,
although volatility is still higher than in many industry sectors.

e Demand from European buyers is strong and the tendency of buyers to purchase
domestically or regionally is also strong. Around 70% of workboats are purchased
domestically from home buyers and a further 10% imported regionally. For small
specialised ships the comparable statistics are around 60% and 17%.

o Competitive advantage can be gained from superiority of design and the technology of
systems. Such competitive differentiation is not available in the volume ship sectors,
in which the main (if not only) competitive lever is price and where the quality of product
is assured through the classification system?.

¢ In the cruise ship sector, the industry in Europe has several decades lead in design
and technology. Reputation, ability to respond to the owner’s desiderata and to build a
constructive relationship with the client for challenging and innovative high-value
projects, together with a very strong supply chain, also contribute to Europe’s success.
Similar advantages are found also in the yacht sector.

26 Classification refers to the process where a specialized organization (the classification society)
checks and certifies that a ship is built and maintained according to technical standards for safety and
seaworthiness.
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Figure 12 — Global number of ships delivered per year (showing large ship output for comparison)

Detailed statistics and time series for various types of commercial ships under 5,000 GT can
be found in the Annex.

European shipbuilding has invested significantly in developing and maintaining these sectors,
which has a knock-on advantage to the region as a whole: many of the ship types built in
European shipyards are critical to European business and infrastructure. However, the
industry globally is in a state of flux. Europe’s niche sectors are the target of Far East and
other shipbuilders who are seeking higher value contracts, in particular as the problems of the
volume sector develop. On the other hand, changes in the volume sector may additionally (at
some point in the future) provide opportunities for European industry, in response to the effects
of labour restriction. Labour restrictions may lead to continued higher prices for ships, although
this is to some degree dependent on developments in the Yuan and Won and changes in the
Chinese economy and trading. This also opens up the potential for development of a
competitive lead that shifts the balance of competitiveness from human to fixed capital
investment, using automation, artificial intelligence, simulation, and the digital twin.

Achieving this new strategy presents significant challenges and it is far from straightforward.
Fundamentally, however, it will only be possible in an industry that has a sufficient critical mass
of expertise and experience in building ships. The issue of critical mass is very real. It has
been shown that establishing a new shipbuilding industry in the modern era is impossible
without significant government support?’. The cost of resurrecting a European shipbuilding
industry that would have fallen below critical mass would therefore be prohibitive. Critical mass
in the commercial sector is also very important to maintain skills and capability for the
construction of ships needed for security and defence. It is vital that Europe retains the ability
to build ships.

27 Bruno, L. and Tenold, S. (2011), The basis for South Korea's ascent in the shipbuilding industry,
1970-1990', Mariners Mirror, 97(3), pp. 201-217.
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Large Ferries (>5,000 GT)
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This is an important sector in Europe, with European buyers accounting for 42% of all large
ferry deliveries over the past 5 years. The number of ships involved is not large, averaging
about 8 purchases per year in Europe, but the size and value of the ships is significant, making
this an important market sector. It is also, clearly, a sector critical to European transport
infrastructure.
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Figure 13 — Number of large ferries delivered to owners in Europe per year 2020 to 2024

Europe’s shipbuilding share of this sector has remained relatively steady, at around 38% of
the home market in the past five years, averaging around 3 ships per year. Europe’s share of
the total global market is around 15%.
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Figure 14 — Number of large ferries delivered per year globally and from shipyards in Europe

Over the longer term, since 2010, Europe’s share of the total global market and the output
from this sector has been declining, losing share to China in particular.
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Figure 15 — Deliveries of large ferries from European shipyards and share of total global market since
2010

Europe currently has limited success in exporting large ferries, with three exports only in the
past five years, to Canada and Australia.

Large Specialised Ships (>5,000 GT)

This sector includes specialised non-cargo carrying ships over 5,000 GT. It is a niche but
growing sector in Europe, averaging 17 ships per annum built for European buyers over the
past five years, but European shipyards’ share of the home market has been falling.
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Figure 16 — Deliveries of large specialised ships to European buyers and the share of that home
demand captured by European shipyards

Having said this, the number of ships built in European shipyards per annum is relatively
steady, averaging 7 ships per annum over the past five years, but it has not kept up with the
growth in global demand in the sector. Share has been lost predominantly to shipyards in
China.
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Figure 17 — Total global deliveries of large specialised ships and, of which, total built in Europe

The ship types in this sector are vital for European infrastructure and economy. The types
purchased by European buyers and built in European shipyards are shown below, by number
and by European shipbuilding’s share of the home market. The share ranges from 100% of all
research vessels built in home shipyards to zero share of specialised construction ships for
offshore wind development.
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Figure 18 — Ship types purchased by European buyers 2020 to 2024 and, of which, built in European
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Figure 19 — European shipbuilding’s share of the home large specialised market 2020 to 2024 by type

of ship
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Small Specialised Non-Cargo and Small Cargo (500 to 5,000 GT)

European buyers took delivery of an average of 100 ships per year in the five years up to
2024. This is about 19% of the total global demand for ships in the sector. European demand
is increasing, confirming the importance of the sector to European interests (figure 20).
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Figure 20 — Number of small and specalised ships delivered to owners in Europe per year 2020 to
2024

Cargo carrying ships make up the largest part of this sector, but with a range of other ship
types also being important for European maritime infrastructure and economy (figure 21).
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Figure 21 — Number of small specialised ships purchased by European buyers 2020 to 2024 and
number built by European shipyards in the same period

European shipyards retain a strong share in most ship types in this sector but the region is a
net importer of small cargo vessels and offshore supply vessels.

European shipbuilding’s average share of the home market (built for buyers in EU27 plus UK

and Norway) for the five years 2020 to 2024 was 60% (figure 22) but this varies significantly
by ship type (figure 23).
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Figure 22 — Share of European home market 2020 to 2024 by European shipyards
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Figure 23 — Share of European home market 2020 to 2024 by European shipyards, by ship type

Whilst European shipbuilding is under pressure from imports for some ship types, export
orders are increasing for other types, typically ships with higher technology (figure 24).
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Figure 24 — Number of small and specialised ships delivered per year globally (LHS) and, of those,
delivered from shipyards in Europe (RHS)
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The conclusion from these statistics is that European shipbuilding is focussed on sectors that
are important for the region’s economy and infrastructure and that in general the shipyards
maintain a good market share for specialised vessels between 500 and 5000 GT. The industry
has been succesful in exports in the past two years, particularly for more technologically
sophisticated ship types, but at the same time is under pressure from shipyards outside the
region, particularly from China and Turkey. At present this incursion felt most in three ship
types: cargo, tug and offshore support vessels (OSV).

Workboats (<500 GT)
Workboats are critical to the economic and infrastructure needs of Europe. On average,

European buyers have taken delivery of 220 ships per annum over the past five years (figure
25), around 19% of the global total. The trend in demand is stable.
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Figure 25 — Number of workboats delivered to owners in Europe per year from all shipyards

The range of workboats that are important in Europe is summarised in figure 26. Importing is
significant for tugs and offshore supply vessels, but European shipbuilding’s share of the other
workboat sectors is strong, providing significant opportunities for the shipbuilding industry
(figure 27).
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Figure 26 — Number of workboats purchased by European buyers 2020 to 2024, and number built by
European shipyards
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Figure 27 — Percentage of workboat orders placed by European buyers in European shipyards, 2020
to 2024

Both European and global output of workboats has recovered in 2024 (figures 28 and 29).
European shipbuilding’s success is, in particular, for ship types with higher levels of
technology, systems and design (figure 30).
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Figure 28 — Number of workboats delivered per year globally and from shipyards in Europe (including
commited orders due for delivery this year)
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Figure 29 — Number of workboats exported from European builders to buyers outside the region
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In conclusion, workboats are vital for European maritime infrastructure and economy and also
for European shipbuilding. European shipyards maintain a strong share in most sectors, in
particular where technology and design are important.

Cruise Ships

The cruise sector is dominated by European shipbuilders, accounting for 90% of all ships built
or ordered since 1990 and 96.5% of the tonnage built in that period. Ships built elsewhere
tend to be small. In the large ship sector Japan built 2 mid-size ships for Princess Cruises
(115,000 GT delivered in 2004) and 2 further for Carnival (125,000 GT delivered in 2016 and
2017) but did not achieve right economic performance, in addition to delivering ships with a
delay unacceptable for industry practice. China has also tried to gain market entry, building
two ships (135,000 GT), one delivered in 2023 and the second due for delivery in 2026.

Cruise shipbuilding is highly valuable in Europe, both for the shipbuilders and the extensive
supply chain. It has the highest value of all commercial ship sectors. In December 2024, cruise
ship orders made up 4.5% of the total workload (in Compensated Gross Tonnage) on order in
global shipyards, but accounted for 10.5% of total value?®. Europe’s lead stems from
investment coupled to technical leadership in both design and construction, a strong track
record and reputation, and the availability of a highly specialised supply chain.

The Covid period saw a downturn in ordering, but the market has since recovered and
committed forward output is strong. This is enhanced by increasing size of ships, with the
largest now approaching 250,000 GT and being amongst the largest ships ever built. Size
coupled to high outfit density and advanced systems make cruise ships high value but also
extremely challenging to build. A very significant challenge facing the shipyards is that highly
sophisticated technological development must be incorporated and tested on a very large
scale without the ability to test technologies using prototypes, similar to the situation in warship
construction. Thus, a major investment in innovation is required, coupled to an almost uniquely
heavy financial commitment on the part of the builder, and an extraordinary planning and
budgeting requirement that exposes shipbuilders to exceptional risk.

28 Based on statistics presented in Clarksons’ World Shipyard Monitor, January 2025.
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Figure 31 — Total GT of cruise ships ordered, showing the hiatus around the Covid period but
strong recovery in 2024
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Figure 32 — Total GT of cruise ships delivered, including committed orders, to 2027

Large cruise ship building is important in Italy, Germany, France and Finland. Smaller ships
are under construction additionally in Portugal, Spain and Croatia. Cruise is the last sector of
large global shipbuilding retained in Europe and has significant value to the region’s economy.
Furthermore, the supply chain behind these shipyards reaches far beyond the mentioned
countries, strengthening the European maritime ecosystem as a whole. But the high value of
the sector means that it is constantly under threat from other countries that would like to gain
market share.

Given the South Korean industry’s dependence on LNG tanker construction (see above), this
market development is significant and has implications for European shipbuilding, as the only
alternative high value shipbuilding sector is cruise ships. South Korea has tried unsuccessfully
to enter cruise shipbuilding in the past and the sector is not compatible with the volume
shipbuilding model that dominates South Korean shipbuilding at the moment. In the absence
of any alternatives, however, Korean shipyards may be motivated to try again.

China has so far not taken any further cruise ship orders beyond the two-ship series under
construction at Shanghai Wai-Go-Qiao. The orders are not particularly well suited to that
shipyard, which was designed to series-build large tankers, but investment could alter that,
and development of Chinese market share is of concern to European builders. Cruise building
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is seen as the greatest ‘prize’ in shipbuilding and China will be competing for that as well as
South Korea. This has increased the level of threat for the industry in Europe.

quipment Association

Yachts

Yachts are high value vessels with high outfit density and complex systems. As in other
advanced shipbuilding segments, this is a sector where competitors can differentiate
themselves through reputation, design and technological innovation.

The yacht market is essentially a set of three largely discreet sectors (although, as with all
shipbuilding markets, there may be permeability of supply, and therefore cross-price
elasticity?®, between the sectors), classified by vessel size, hull material and the extent of
influence of the purchaser on the design. The three sectors are:

o Custom yachts (also known as ‘superyachts’): typically, between about 30m and 80m
length®, built from aluminium (up to about 85m) or steel, with unique and often highly
innovative designs, and with the design largely decided by the buyer.

e Semi-custom yachts: typically, between about 25m and 40m length (with the largest
being around 55m), predominantly composite construction (glass reinforced plastic,
GRP), based on a common design decided by the builder but with the buyer having an
influence over layout and ouffit.

e Production yachts: typically, below about 20m length, composite construction with
standard design, layout and fittings, decided by the builder.

The larger semi-custom yachts may now be designated as ‘superyachts’ in name, but GRP
construction (both production and semi-custom) is normally classed as boat building, rather
than shipbuilding, and this analysis concentrates in the higher value custom sector only.

Ordering of new yachts has fallen since a peak in 2021 but remains strong and output has
been increasing. This should be seen in the context of volatility, responding to global tensions,
risks and economic difficulties, rather than any structural change in the market.
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Figure 33 — Number of superyachts ordered 2019 to 2024 (source: Superyacht Times)

29 Price elasticity of demand is a ratio that shows how much demand for a product changes when the
price of that product changes.
30 But with much larger ships emerging, the current largest being 170m.
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Figure 34 — Number of yachts delivered since 2019, including expected output in 2025
(source: Superyacht Times)

European builders are highly successful, accounting for 75% of all new yacht sales in 2024.
European builders are particularly strong in aluminium and larger yacht construction (over
50m) but are also strong in steel construction. This position is under pressure, however, not
only from a downturn in orders but also from external competition.

Italian shipyards are the market leaders globally in terms of the number of superyachts built.
German and Dutch yards are particularly active the construction of larger and longer
superyachts, though not exclusively. Smaller numbers of yachts are additionally on order in
Croatia, Greece, Romania, Poland, France, Denmark, Norway, UK and Spain. This is an
important sector in Europe.

The Maintenance, Repair, Retrofit, and Conversion Market®

All European coastal states have facilities to maintain seagoing vessels. The majority of
countries have companies that offer facilities in the form of dry docks. These facilities are
essential. Ports receive ships and these ships may need to visit a dry dock as they need to do
urgent or planned maintenance or repairs. During a voyage, damages can occur or accidents
can happen, either at sea or in port and planned maintenance needs to take place. Having
maintenance and repair facilities in the vicinity of a port is thereby essential and of strategic
importance in order to guarantee a smooth operation of nearby ports.

The global shipping industry also faces increasing political and societal pressure to reduce its
environmental and climate impact and meet stringent legislative requirements and emissions
standards. Retrofitting existing ships with advanced technologies and systems as well as
alternative fuels has emerged as an effective strategy to enhance vessel efficiency, reduce
emissions, and improve overall sustainability.

Retrofitting is the term used when ships are upgraded with extra equipment. Retrofitting ships
is a high impact activity for ships and requires the right skills and capacities, something that
the European dry docks offer. Against the background of climate change and other
environmental concerns, retrofitting has gained in economic and strategic importance, as it is
a key activity to enhance the sustainability of maritime transport and so ensure the success of
ambitious political climate and environmental goals. In that context, strict policies on both

31 Source: Retrofitting of ships in Europe, SEA Europe, SEA SMRC, May 2024.
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international and European levels have been introduced, forcing shipowners to reduce
emissions drastically and generating additional business for shipyards undertaking
conversions.

quipment Association

European maintenance, repair, and conversion (SMRC) shipyards have become crucial hubs
for retrofitting operations due to their expertise, advanced infrastructure, commitment to
environmental stewardship and vicinity. Whilst European shipowners order newbuilt vessels
massively in Asia, the vicinity of European SMRC shipyards is an essential feature for
European shipowners to prefer European over foreign shipyards.

The most impactful retrofit—both from a shipyard as well as greenhouse gases reduction
perspective—is the installation of a new engine including a fuel system that operates on an
alternative fuel like methanol, ammonia or hydrogen. “A maximum addressable market of
9,000-12,900 large merchant vessels was identified up to 2030, after which it is anticipated
that all vessels will be built with net-zero or near-zero carbon fuels capability. In all likelihood
only a small number of these vessels will eventually be retrofitted as the business case for
converting older vessels (beyond ten years) and smaller vessels will likely remain challenging.
However, converting even a fraction of this potential market will require new capabilities and
technologies from ship designers, shipyards and operators.”?

The European SMRC industry employs around 125.000 people. This figure includes those
working directly and indirectly at the around 60 SMRC yards in Europe. Furthermore, there
are many smaller yards specialised in SMRC activities for other commercially operated
vessels like fishery, inland shipping, etc. which are not included in this figure. The annual
turnover of the sector is about €4 billion.

The Maritime Equipment Market

Shipyards are integrators of (advanced) systems, equipment and technologies produced by a
supply chain of maritime equipment manufacturers and technology suppliers. At least 70% of
a complex ship’s value is made up of material, equipment and systems.

Many European equipment manufacturers are global market leaders on their respective
segment, producing highly technological products that are appreciated around the world. With
that, they are not only providing well-paid jobs, but they are also crucial drivers for innovation
in the wider European maritime ecosystem. Especially, European conversion yards are
benefiting from the proximity to high-innovation equipment manufacturers and the direct
access connected to that. Likewise, European equipment manufacturers are benefitting from
access to know-how on the implementation of their technologies at European shipyards.

At the same time, however, as global companies and with the majority of their customers
abroad, European equipment manufacturers’ competitiveness depends on good access to
global shipbuilding markets. This means that the strength of the entire shipbuilding ecosystem,
from material suppliers to shipbuilders, relies on the ability to operate and compete at global
scale.

The OECD Analysis of the marine equipment industry and its challenges (2024) outlines that
“the EU is the largest exporter in the marine diesel engine market, the most substantial trade
segment in marine equipment, with net exports of USD 16.4 billion between 2021 and 2022.

32 | loyds’s Register (see here).
33 OECD, Analysis of the marine equipment industry and its challenges, April 2025.
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The EU is also a net exporter of other marine equipment items, except for outboard motors
and turbines.”
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Both China and South Korea, the two largest shipbuilding economies, are major importers of
marine engines from Europe, indicating the strong position Europe has on the market.
However, in recent years, the Chinese trade deficit on marine engines has decreased, with
Chinese engine manufacturers opting for a production licensing cooperation with European
manufacturers instead.

The OECD Analysis also underlines that “decarbonisation and digitalisation, 2 key trends in
the maritime sector, are contributing to the expansion of the marine equipment industry.
Companies are developing various innovative technologies to adopt alternative fuels or
improve energy efficiency of vessels and to enable digitalisation of ships. These efforts are
accompanied by various structural changes. For example, shipbuilders and engine makers
are vertically integrating, and equipment manufacturers are merging with other companies,
like digital or energy companies, or establishing joint ventures to secure technology. In
addition, there are new start-ups emerging in the sector, who are producing innovative
technology.”

The Analysis underscores that “while the EU maintains its leading position in patent
applications in marine-related technologies, accounting for 40% of global patent applications
in 2022, Asia’s recent growth in patent applications in the sector is remarkable, especially its
substantial increase over the last two decades, from 5.7% in 2000 to 32.4% in 2022 of global
patent applications.”

The OECD Analysis also outlines the following key points:

e “China, accounting for more than half of global ship deliveries in 2023, is now also
significantly gaining market share in marine technologies, with growth of its total
business income amounting to 154% since 2018. China's marine equipment
production grew much faster in recent years than in Korea and Japan, in part due to
Chinese government’s support on the sector since 2010s such as ‘Five-Year
Shipbuilding Action Plan (2016-2020)’ and the ‘Boosting Capabilities of Marine
Equipment Plan (2015-2020)’. Although the proportion of domestically produced
equipment used in shipbuilding in China is still lower than that of Korea and Japan, its
marine equipment industry is growing fast, more than keeping pace with the Chinese
shipbuilding industry. Consequently, China’s trade deficit in the main marine equipment
segments is narrowing.”

e “Major Chinese engine manufacturers, most of them belong to China State
Shipbuilding Corporation (CSSC), are strengthening their market competitiveness by
cooperating with global marine engine manufacturers headquartered in EU”.

e “The protection of property rights through patent registration in the shipbuilding sector
is particularly challenging due to the exception clause included in the Paris Convention
for the Protection of Industry Property. According to the Convention, when a vessel
enters the waters of another country signatory of the Convention, its equipment cannot
be liable for patent infringement as long as the equipment serves the vessel's needs
exclusively and the vessel is temporarily in the waters of that country. The Convention’s
aim is to facilitate the operations of vessels; yet, a practical implication of its exception
clause is that shipowners only need to seek protection for their innovations in their flag
country, particularly due to its broad interpretations by various courts.”
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e “Companies in various sectors emphasise their concerns over intellectual property
protection, especially in China. According to the latest Report on the Protection and
Enforcement of Intellectual Property Rights (IPR) in third countries, European firms
continue to be highly concerned with the poor protection and enforcement of
intellectual property rights in China (European Commission, 2023). The report noted
that the induced or forced technology transfer continues to be a problem in China.
China’s objective to absorb foreign technology and obtain a technological edge and
self-sufficiency in key areas, as demonstrated in its ‘Outline for Building a Powerful
Country with Intellectual Property Rights (2021-2035)’ and ‘14th Five-Year Plan for IP’,
is also flagged.”

o “At the same time, China has made progress in strengthening its intellectual property
protection framework, and may continue to do so, particularly considering its goal to
strengthen its position in high-end shipbuilding and offshore engineering equipment
manufacturing. To illustrate, according to the Integra Group, who assist foreign
investors to pursue business in Asia, there has been progress in strengthening
enforcement of intellectual property laws, with heightened penalties for infringements
and establishment of specialized courts (Integra Group, 2023). The latter also stated
that China now puts a particular emphasis on safeguarding the IPRs of foreign funded
companies. Despite expressing that these efforts fall short, the European Commission
has acknowledged them in its report.”

The Naval Segment

Naval shipbuilding cannot be considered a market in the traditional sense because it operates
under unique conditions. Demand comes exclusively from governments, and contracts are
awarded not only on the basis of offering a competitive product in terms of operational and
economic performance, but also and especially on the basis of political decisions driven by
national security concerns.

Production is highly specialized with limited suppliers, but the number of competitors is
increasing as the demand for key ship supply is gradually shifting in favour of demand for
locally built ships, transfer of technology, or imposition of a high share of local content. The
complexity of this sector is increasing, not only because of technological factors.

The naval segment contributes significantly to the overall competitiveness of the European
shipbuilding and maritime manufacturing industry, particularly through a dynamic cross-
fertilisation. The seven European leading naval shipyards members of SEA Naval®* represent
a combined turnover of €10 billion, 37,000 combined direct jobs, and a combined orderbook
value of €35 billion. The export market is critical for naval shipyards, and the European
shipbuilders are the world’s leading exporter of naval vessels—approximately 50% of
deliveries were for export markets in 2023.3°

The naval shipbuilding industry is critical for the following reasons:

o Technological excellence: European naval shipbuilding is a highly competitive sector,
boasting a complex supply chain and a global reputation for technological excellence,
covering the whole spectrum of mission requirements and operational contexts. This

34 SEA Naval is SEA Europe’s permanent working group representing the interests of the following
naval shipyards: Damen, Fincantieri, Naval Group, Naval Vessels Lirssen, Navantia, Saab Kockums,
Thyssenkrupp Marine Systems.

35 Source: SEA Naval, 2024.
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allows European navies to intervene in all seas and oceans across the globe.
Simultaneously, European navies experience massive shifts in technological capabilities
needed to face current and future threats. The significant accelerated technological
advancements need to be tackled in a collaborative approach. The strength of the
European naval industry lies in its ability to integrate cutting-edge technologies into highly
specialized naval platforms tailored to meet the specific demands of different operational
scenarios and concept of operations provided by European countries.

quipment Association

o Collaborative ecosystem: Cooperation lies at the very heart of this sector, and SEA Naval
members have been successfully collaborating in various bilateral and multilateral defence
programmes—most prominently the European Defence Fund. The European naval
industry also connects to Member States collaborative frameworks, ensuring a consistent
approach to shared security challenges. These initiatives align efforts of different national
shipyards while harmonizing national needs into an agreed common set of EU
requirements.

¢ Innovation-driven: Thanks to those programmes, the European naval industry is striving
to provide cutting-edge capabilities in traditional segments, while also working to improve
interoperability, standardization, and requirements’ harmonization. The relevance of naval
industries interacting closely with the main European navies is critical to achieve the
building of joint projects which is necessary to deal with several R&D challenges in the
most innovative areas.

e Global competitiveness: European shipyards have been developing advanced products
and technologies which are considered “superior or at least equivalent in quality to those
produced by the US in multiple areas™®. Large contracts for surface combatants and
submarines are regularly awarded by several third-country navies to European shipyards.

o Adaptability and responsiveness: This unique capacity is the result of the flexibility and
adaptation capability of the shipbuilding industry to match the diversity of requirements
from respective Member States. This is also the result of the diverse European naval
ecosystem, which fosters healthy competition and drives innovation and cost-efficiency in
advanced technologies. The naval industry in Europe operates with a shared supply chain
ecosystem across all countries. Key systems (e.g., propulsion, weapons and sensors) are
often sourced from European-wide manufacturers, creating a deeply interconnected
ecosystem.

e Capability-driven: The European naval industry integrates in its designs the diverse
capability needs, which are specific to the respective Member States’ defence policies,
international responsibilities, selected missions, and theatres of operations. This diversity
in needs is reflected into a large variety of design solutions, regarding the types of
platforms or their inherent features. After meeting the capability needs, the naval industry
must translate them into operational needs, covering the whole lifecycle of naval assets.
This requires close interaction and geographical proximity with national navies, as well as
resilience and great responsiveness ability. Ultimately, it allows to play an important role in
the management, integration and revitalization of the supply chain, which allow
investments to maintain manufacturing capacities in Europe.

o Integrators: More broadly, players in this sector are no longer pure shipbuilders, but
integrators of high-end technologies and systems which underpin maritime domain
awareness and naval combat. As such, they need to keep pace with the increased
digitalization of capabilities (including Al and cloud) innovative propulsion systems, new

3 Mario Draghi, The Future of European competitiveness, Part B | In depth analysis and
recommendations, European Commission, 2024, p.159 (see here).
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effectors, automation, and the capacity to deploy and to operate unmanned systems.
Answering those challenges requires greater investments in R&D, as well as a strong skill
base. As the speed of technological developments is currently higher than the replacement
pace of complex naval platforms, the integrator challenge includes through-life innovation,
and the fast and timely adoption of latest technology on current naval assets. The
complexity of integration activities in the face of the large number of systems and extensive
use of digital technologies in naval ships is very similar to cruise ships. In cruise ships, the
payload®” is the hotel system, while it is the combat system in naval ships.

quipment Association

¢ Export: Finally, the European naval shipbuilding sector has long been highly dependent
on the defence export market. The European market does not allow on its own the
continuation of skills and investments in manufacturing and in technological R&D at the
required level. Therefore, it is important to facilitate and support the export of the naval
equipment. It is vital for naval shipbuilders to overcome the limited domestic demand,
maintain economic viability, technological edge and investment in the R&D, and retain and
maintain skills.

37 The payload in the maritime industry determines the maximum weight of cargo or the maximum
weight that a ship can safely carry on international waters. Payload is not a constant value and keeps
shifting based on the efficiency of the ship and its tonnage.
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ANNEX: STATISTICS FOR ALL COMMERCIAL SHIPS
UNDER 5,000 GT*®

Summary statistics for the most recent 5 years

Global Market — Average number of ships delivered per annum

Ship type " Number of ships
Cargo 389

Fishing 330

Inland Waterway 89

osVv 113

Passenger 110

Tug 554

Workboat 135
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Table 35 — Average number of ships delivered globally per annum 2020 — 2024

Output from European shipyards — Average number of ships

delivered per annum

Ship type Number of ships
Cargo 28
Fishing 52
Inland Waterway 64
osVv 11
Passenger 32
Tug 29
Workboat 45
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Table 36 — Average number of ships delivered in European shipyards per annum 2020 — 2024

38 Prepared with assistance of Dr Paul Stott, School of Engineering, Newcastle University, UK.

39



SEA

Shipyards’ & Maritime Equipment Association

European shipyards’ global market share by number of ships

delivered

Ship type Global market share
Cargo 7%

Fishing 16%

Inland Waterway 72%

osVv 10%

Passenger 29%

Tug 5%

Workboat 34%
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Table 37 — European shipbuilders’ share of the total global market 2020 — 2024

Average number of ships purchased per annum by buyers in

Europe (the ‘home’ market

Ship type Number of ships
Cargo 51
Fishing 52
Inland Waterway 70
osv 25
Passenger 36
Tug 47
Workboat 40
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Table 38 — Average number of ships purchased per annum by buyers in Europe 2020 — 2024 (the
‘home’ market)
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European shipyards’ share of the home market

Ship type Home market share
Cargo 51%
Fishing 86%
Inland Waterway 85%
osv 40%
Passenger 77%
Tug 44%
Workboat 92%
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Table 39 — Europe’s shipbuilding share of the home market 2020 — 2024

Exports3® from European shipyards — Average number of

~ ships delivered perannum
Ship type Number of ships

Cargo

Fishing

Inland Waterway
osv

Passenger

Tug

Workboat
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Table 40 — Average number of ships exported by European shipbuilders 2020 — 2024

39 Sold to any country not in EU27, Norway or UK.
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Time series by ship type (2010 to 2024)

1. All commercial ships under 5,000 GT
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2. Cargo ships

Number of ships delivered, global total
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3. Fishing vessels

Number of ships delivered, global total
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4. Inland waterways

Number of ships delivered, global total
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5. Offshore support vessels (OSV)

Number of ships delivered, global total
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6. Passenger ships

Number of ships delivered, global total
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7. Tugboats

Number of ships delivered, global total
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8. Workboats

Number of ships delivered, global total
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