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SHIP MANAGEMENT SURVEY*

July i December 2015

1. SHIP MANAGEMENT REVENUES FROM NON
RESIDENTS

Shipmanagementrevenuesdropped marginally to

€ n amilion, following a decline in global shipping
markets Germany2 &hare of revenues declined
further to 41% The ship managementindustry is
highly concentratedsince it ischaractersed by the
presence of a small number of large companies.
Specifically, thetop 27% of companies accounted
for84: 2F GKS Ay RdzatheNdp@®o NI
2F O2YLI YyASa YlIylFr3aSR (2
threshold.

Shipmanagement revenuedecreased bynly0,43%

during the secondalf of 2015(Chart 3, which as

turnover (not valueadded) correspond to 5,26 of

/ & LINHza.(Tais iDthda second highest lew

revenues reported since 201& It highlights a
relatively stable performance of th@dal industry,

notwithstanding the continuous decline in global
shipping markets. The decomposition of these
revenues inChart 2, highlights the importance of
German ship owners for the local indust@ermany
with 41% and Switzerland with 8%ere the major
revenue sourceduring the second half of 2015

* This survey is conducted by theer@ral Bank of GypruQ a
Statistics Department and concentrates primarily on transactions
between residenship management companies andmresident
owners/shipping related entities. Please refer to the Appendix for
more details.
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CHART 2 Market share by country of payment
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1 GDP figures have been revised and therefmight differ from
previous editions of the report
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CHART 3 Distribution of company revenues
(second half of 2015)
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In Chart 3 the ship managementompaniesare
classifiednto non-overlappingrevenue segmentas
depicted by the size ranges on therizontal axisThe
respectivevertical axis measures the percentage of
companies belonging to easlegmentsize Ascanbe
observed 41% of the companies managed to
generaterevenues in excess @fT YA f A2y @
companies,only 10% managed to exceedhe € o p
million threshold When examined across periods,
the distribution of sizes in the industexhibits only
slow and graduathanges with no major structural
changes in recent year Such changes wouleind to
occur inthe case of major new market entries.

Thesize distribution of firms is further examined in
Chart 4 which depictsthe level ofconcentrationin

the ship management indusyr. The ranked
cumulative percentage of companies contributing to
ship management revenues is measured on the
horizontal axis (e.ght 2®%level correspond$o the

2 The turning point indicates the level at which a decline in
GKS YFINBAYFt O2yiNROdziAz2y
revenues is observed. Sp#cally, a 1% increase in the
number of companies beyond the turning point provides

2 dughe YLJF yA S &
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top 27 of companies in the industry in termssok

monthly revenues). e vertical axis measures the
respective  ¢umulative) percentage revenue
contribution of these companie§-heturning point
indicates the presence of a small number of large
companies in the industry. Specificaliiie top 2®6

of the companiesecountedor84: 2 F GKS AYR
revenues.

CHART 4 Ship management sector concentration

(second half of 2015)
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Chart 5provides historical time series information
regarding thetotal volume {n thousand tonnes) of
maritime transport of goods to Cyprughe dataset
coversthe period from 2004 Q1 until 2015Q3and t
can be useas a proxy fothe number of commercial
ships approaching the ports of Cypiarsd whichcan
potentially use the services of the local ship
management industry. Thehart also includesa
polynomial smoothingestimate (dashedline) that
better reflects the wmderlying, coretrend in the
series.Since 2010there has beema gradual decline
in the total volume of marithe transport of goods to

less than a 1% increase in the cumulative revenues of the
G2 GKS AYyRdzadNEQ:
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Cyprus, which also extes to the firsttwo quarters CHART6 Management fees by senvice and country
of 2015. {second half of 2015)

CHART 5 Maritime transport of goods to Cyprus 2004Q1 - 2015Q3 -
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Source: Eurostat. CHART 7 Revenue contributions by ship management type
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2. SHIP MANAGEMENT SERVICES

When considered together,rew, technical andull
management servicesaccouned for 79% of the
A Y Rdza  NB Q&he N &3iScgnddBudion was
associatedwith full management contracts.Full
management services wereniformly provided to
ship owners from a range of countries. In contrast,
the provision of crew management services was
mainly accounted foiby ship owners from Germany 2013H2 004H1  2014W2  015H1  H22015
and, to a lesser extentSwitzerland and Singapore Source: Central Bank of Cyprus. Year

% contribution

Chart 6provides atree diagramof tK S A y R dza& (TN&r&8nue shares associated with the three main
revenueswith analysis by type of ship management  types of shipmanagement serviceare depicted in

service and country of paymentCore ship (hart 7, beginning with the second half of 201Rull
management servicescrew, technical and full management service@ncompassing both technical
managementjaccounted for 72 2 F (0 KS A yahdzrdwhEn&8ment contrac)sincreasedto 49%
revenues The second level of the tree diagramitspl of revenuesduring thesecondhalf of 2015. Thiwvas
the ship management revenues Ispurcecountry. alsothe caseduring the first half of 2014n contrast,
Similarly  with  previous periods, Germany the share of crewmanagementservicesdropped

Switzerland, Singapore and the Netherlands remain  from 41% during the first half 02015 to 38% during
0 KS Ay Rdzi i NE enfirce¥.l 22 NJ 06 dza AtyfeSécénd half of 2015.
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CHART 8 Full management fees by country
(second half of 2015)
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CHART 9 Crew management fees by country
(second half of 2015)
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In Charts 8 and 9 the revenues derived from the
provision of full management aratew management
services are decomposed by countryRull
management services(Chart 8) are uniformly
provided to ship owners from a range cbuntries
most notablyGermany, Russia, USA and the Marshall
Islands In contrast, the provision of crew
managemen servicesis mainlyundertaken byship
owners from Germany (53%), Poland (7%), Singapore
(5%) and the Marshall Islands (5%part 9).
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3. COUNTRY PORTFOLIOS

During the second half of 2015 there was an increase

in the provision of servicedo ships carrying the
Cyprus flagCompanieswith portfolios consisting of

more than 40ship owning companieggenerated

46> 2F (KS Ay Rdand BBredaan NB @ ¢
average share of 12%lIn contrast, companies
managing small portfolios of clients (less than 10)
gerSNJ} G6§SR 2yfe wy: 2F (KS
During the second half of 201Bpticeableincreases

in revenues were recorded for Curacao, Norway and
Greece

Flagsassociated with open registriggrovide ship
owners with considerable advantages in terms of the
legal framework surrounding shigperations such as
crewrecruitment training andsafetyof the seafarers
and environmental protection policies These
advantagesre directly related and heae implications
for ship management operationsThe A Yy Rdza ( NE ¢
revenues based on the flag registration of the ships
managed are decomposed @hart 10 The provision

of services to ships carrying the Cyprus ftegeased
from 15% during the first half &015 to 22% during
the second half of 2015.

CHART 10 Revenue contributions by flag
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Chart 11splits the revenues earned by country of
residence of the beneficiahip owners whose ships
are managed by resident ship management
companieg; not by country of payment as @hart 2
This analysiss useful in order to understand the
geographicabpattern of demandand differences in
the pricing policies of the firms across countries
Most country shares remained stable during the last
two periods, withthe exceptions of Greece, Norway
and Poland

CHART 11 Market share by country of beneficial owner
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Chart 12 examines graphically the relationship
between portfolio size (number of ships managed)
and market share (in ship management revenues)
during the secondhalf of 2015 The horizontal axis is
segmented into four different size rangégroups) in
increasing order. Specifically, ship management
companies that managed:

(i) between 1 and 3 ships
(i) between 4 and 10 ships
(iif) between 11and 40 ships
(iv) more than 40 ships

The vertical axis on the leftand side of the chart,
measures the numeric and weighted distribution of
each group of companies. The righdnd vertical axis
measures the average market share in each group.

Ship Management SurveyJulyDecember2015

Companies managingetween 1-3 ships accounted
for 2% of the total population of ship management
companies and generated s 2 F (KS
revenues. The average companyriket share in this
group, for the period under consideratignvas 0,96.
Companies managing beeen 410 ships accounted
for 38% of the population of ship management
companies, generate19: 2 F (G KS Ay Rdza i N
and scored an average share of 443

CHART 12 Average market share by number of ships managed
(second half of 2015)
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The last two segmentd.1-40 and >40yorrespond to
companies with considerably higher levels of
revenues that alsamanage a higher number ships

per period. Specifically 24% of these compaies
managed between 120 shigg during the frst half of

2015 and claimed26 2 F ( K S reveyuBsdza (0 NE
The average @rket share in this group was 20

Higher numbers of ships were managed by only 11%

of the @mmpanies, which accounted for %6 of the

total revenues.

Chart 13examines the relationship between market
share and revenue growth by country. It highlights
both the countries that provide opportunities for
higher revenues as well as the countries with a
considerable change in terms dheir revenue
contribution to the industry. The horizontal axis
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YSIFadaNBa SIOK O2dzyiNEQa adticehlile cduptrieNBodledifaishalf Bldbs( K S
period under consideration. The vertical axis (20%),Singapore (28) andthe Netherlands (15%)
measures the percentage change in the share of each There was a decline in the percentage of companies
country. The size of each bubble is propamnal to that provided services in thilarshall Islandand the

the amount of revenues deriveflom each country. Netherlandssince the associated percentagesidg
Consistent with previous periods, the chart highlights  the previous period were 29% and%®lrespectively.
DSNXIyeQa AYLRNIFYyOS T2 NFewidBpaneS gré&/iydzedicesanTthe (okied
industry. During the second half of 2015, countries. International expansion to more countries
considerable increases were recorded for Curacao, will increase revenues but also help diversify the
Norway and Greegeven though these countries are portfolio of projects in the industry.

associated with relatively small shares.

CHART 14 Percent of ship management companies doing business per country

CHART 13 Market opportunities of beneficial ship owner
(second half of 2015)
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Chart 14illustratesthe geogrghic expansion of the
industry. It includes information concerning the 4. SHIP MANAGEMENT EXPENSESFEES
number of ship management companiist provide
services in countries with competitive shipping
registries and a previous record of cooperation with
the local ship management industrizach country
bar designates the percentage of ship management
companies registered in Cyprubat have offered
services in that specific country. To facilitate
comparisons,tie chart includes the results tfe last
two periods.

Industry expensesdroppedi 2 enmm YAf A2
the second half of 2015, in line with the decrease in
revenues Most of these expensesconcernedcrew
wages (62%) paid to non-EU seafarers primarily
from the Philippines and Ukrainédith regard to the
expenses paid in Cyprusthese consisted mainly of
crew and travellingexpenses, andaccounted for
45%o0f the total amount Most fluctuations in ship
management fees origiated from changes in the
There is adarge percentage of companies offering countries of the shig(beneficial ownesandthe flag
services to German shipwners (4686) Other states of the ships under management
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Chart 15provides information regarding the level of
crossborder expense$ associated with the
operations of the ship managementndustry.
Cumulative industry expenses decreasetb € 1 M M
million during thesecondhalf of 2015in line withthe
decreasdn revenues reportedn Chartl. It suggests

a relatively stable profitability for the industry during
the period under consideration.

CHART 15 Cross-border ship management industry expenses
(€ million)
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CHART 16 Composition of domestic and cross-border expenses

(second half of 2015)
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3The figures reported i€hart 15 exclude expenses paid in
Cyprus and are therefore comparatdad onsistentwith
the revenues reported in Chart 1.
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Chart 16depicts the main categories of expenses
alongside their percentage contributions. The largest
category, crew expenses, accounted for 62% of the
total amount, administration expenses for 21% and
ship management expenses (e.g. spare parts,
lubricants, drydocking, etc) for 17%. Crew expenses
consisted mostly of payments to seafarers from
countries outside the European Union (55%).

In Chart 17 the total expenses of the industry are
decomposed by country of paymentwith the
exception of Cyprus, expensesigato all other
countries represent imports of services from abroad
YR IINB dzaSR G2 O2YLWAtS
the balance of payments. Most of these expenses
were paid tothe PhilippinesUkraine andRussia and
concernedprimarily crew wages paido seafarers
The main categories of expenses paid by the ship
management companies in Cyprus are presented in
Chart 18 Crew and travelling expensesse to 45%
and salaries to 29%f the total amount of expenses
incurred during the second half of 2015
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