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The mega-boxship 
phenomenon
In the fourth in a series of shipping updates, BTG Global Advisory  
examines the rise of the mega-boxship, as the first generation of 20,000  
TEU containerships begin their first rotation through global ports of call. 

Over 1,300 feet long, nearly 200 feet in width, and drawing in 
excess of 8.6 fathoms (over 52 feet) with 20 containers plus in 
width, collectively these ships represent a sea change. Is this the 
beginning of something entirely new, or the beginning of an end?

Full Fathom 8.6 
In early June, Maersk Line announced that the Danish 
ocean carrier placed a $1.8bn order for 11 ULCs (Ultra Large 
Containerships), 20,000 TEU (twenty foot equivalent units) 
vessels with an option on a further six with South Korea’s 
Daewoo Shipbuilding and Marine Engineering Co. Ltd. 

Fittingly, for arguably the world’s largest containership 
operator – although 2M alliance partner Geneva-based MSC 
(Mediterranean Shipping Co) is similarly sized – the Triple 
E (Economy of scale, Energy efficient, Environmentally 
improved) ship order is likely the largest ever placed. While the 
extravagance was expected, Maersk had taken a hiatus from 
big ship ordering after the 2011 Triple Es contract was fulfilled. 
The ship order was nevertheless a stunning plunge into a tepid 
market for an industry that already has too many ships chasing 
too few cargoes. 

The question is why order these leviathans now? Is there 
anything in the tea leaves to suggest the containership market 
will be better in 2017/2018, when these ships enter service?

Not Alone
As is commonly quoted, “Nothing is so common as the wish 
to be remarkable”. Maersk is by no means alone in their 
ordering spree of mega-boxships. Virtually all the top container 
ship operators [see chart] have already placed orders for 
containerships in excess of 15,000 TEU and many in the 20,000 
TEU class. 

Back in January, the MSC Oscar began its inaugural voyage 
from Dalian, China, to Europe. The $140 million floating asset 
was the first of MSC’s new Olympic class of ships with a carrying 
capacity of 19,224 TEU. MSC has eighteen ships on order with 
more than 19,000 TEU capacities representing an estimated 
investment of over $2.5bn.

In the spring, OOIL, the Hong Kong-based holding company for 
OOCL, announced it was ordering six 20,000 TEU ships from 
Samsung Heavy Industries in South Korea for delivery in 2017. 
It’s likely OOCL’s order wasn’t done in isolation, as it follows their 
G6 alliance partner MOL (Mitsui OSK Lines), which last March 
ordered six 20,150 TEU containerships from Samsung. However, 
they are not alone in this race as CMA-CGM has ordered three 
20,600 TEU vessels, COSCO has ordered thirteen 19,000 TEU 
ships (nine plus an option on four more), Evergreen has ordered 
eleven 18,000 TEU ships (reportedly a charter deal) and UASC 
(United Arab Shipping Company) back in 2014 ordered six 
18,000 TEU vessels from Hyundai Heavy Industries. 

Even before UASC’s order, CSCL (China Shipping Container 
Line) had deployed an 18,000 TEU ship, and the CSCL Globe 
with a 19,000 TEU capacity at 400m (1,312.3 feet) is slightly 
longer than the MSC Olympic-class vessels. According to 
various reports, there are now close to 60 mega-containerships 
(larger than 18,000 TEU) on order with more under negotiations. 

Currently, there are at least eight containership operators engaged 
in the mega-ship race, with more lining up every day. Hapag Lloyd 
said it had received permission from the G6 partners (APL, MOL, 
OOCL, NYK, HMM and Hapag Lloyd) to order five 12,000 TEU 
ships, the maximum size for the newly expanded Panama Canal 
[Panama Canal authorities are now looking at building a lock to 
accommodate 20,000 TEU ships]. But the German carrier said 
20,000 TEU vessels are on the horizon as part of the G6’s five-
year plan currently under discussion. As mentioned above, OOCL 
and MOL are already on board with mega-containerships. Will 
NYK and Hyundai Merchant Marine (HMM) be far behind?
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Economies of Scale 
The basic concept behind building the mega-boxship is economy 
of scale. Essentially by ‘jumbo-izing’ the ship, the unit cost per 
container is lowered and the chance for profitability is greater. 
Add in the low cost of shipbuilding and favourable financing and 
the conditions are ripe for fleet expansion.

The containership operators have reaped the benefits of the 
‘bunker bonus’ of lower fuel oil costs, wrung every cent from 
‘slow steaming’ and put inefficient vessels into layup. There are 
few devices left to lower costs and buoy profits.

The concept is nothing new in ship owning. In fact it might be 
considered the one constant in the annals of ocean carriage. In 
the 1970s, oil tankers reached unbelievable sizes, exceeding 
550,000 dwt, a length of over 1,500 feet and a fully loaded depth 
of an astounding 90-plus feet. These ULCCs (Ultra Large Crude 
Carriers) were built to be the finest expressions of the ‘economy 
of scale’ concept ever to be floated, but ultimately failed because 
of the ships’ lack of flexibility.

The ULCCs could use very few port facilities and couldn’t even 
transit the Straits of Malacca because of their fully loaded depth. 
Manoeuvring, stopping and nearly every other standard activity 
were manifestly more difficult for the super-sized tanker. 

Engineering has reduced many of the operational difficulties 
inherent of the tanker predecessors, but size and scale still 
present an obstacle. 

Part of the problem is simply how rapidly containerships have 
increased in size. Back in 1972 the largest containership was the 
2,950 TEU Hamburg Express, owned by Hamburg-based Hapag 
Lloyd. By 2006 the Emma Maersk checked in at 11,000 TEU. 
At the time of her launching, many analysts considered Emma 
Maersk as the maximum practical size for a container ship. 
The draft, height and width of that generation of containership 
already exceeded many of the world’s top ports. 

Less than a decade later the new class of ULCS vessels are 
nearly twice that size and are approaching lengths similar to the 
monster tankers of the 1970s. Is this about economy of scale or 
just scale?

Rotations
One of the great challenges of the mega-ships is filling them. 
They are basically designed to transport cargo from Asia, 
especially China, to Europe and the US West Coast. Both these 
trade routes are heavy outbound from Asia but weak on the 
return leg. So what happens to a 20,000 TEU ship’s economy of 
scale when only 5,000 or 10,000 containers of low-paying freight 
are loaded?

Secondarily, while it is easy to build a complex rotation 
around 6,000-8,000 TEU ships, doing the same with 15,000-
20,000 TEU vessels is a much greater challenge. From a port 
perspective, when a ship drops 10,000 boxes on a terminal, 
everything must be geared up to handling the upper end of the 
volume, rather than the averages. This adds time and costs 
throughout the entire landside portion of the supply chain. 
Congestion has become a way of life in many port cities.

Because of the size of the vessels, the number of ports in a 
rotation must be reduced to be effective. The more time in port, 
the less economically effective is the ship. But the shippers filling 
the boxship want port calls. 

The containership operators have tried to reconcile this 
economic dilemma by forming alliances. For example:

• the two largest carriers, Maersk and MSC, have formed 2M; 

• Ocean 3 comprises CMA-CGM (the third-largest carrier), 
United Arab Shipping Co and China Shipping; 

• CKYHE includes Cosco, K Line, Yang Ming, Hanjin and 
Evergreen; 

• G-6 participants are APL, MOL, Hyundai Merchant Marine, 
OOCL, NYK Line and Hapag Lloyd.

The idea is to share space and services on each other’s vessels 
to fill in service schedules. Obviously, this works best when the 
ships match up in the same class. All of which encourages more 
ship orders, regardless of the market.

Top 25 Containership Operators
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APM-Maersk
Mediterranean Shg Co
CMA CGM Group
Hapag-Lloyd
Evergreen Line
COSCO Container L.
CSCL
Hanjin Shipping
MOL
OOCL
Hamburg Süd Group
APL
Yang Ming Marine  
Transport Corp.
NYK Line
UASC
K Line
PIL (Pacific Int. Line)
Hyundai M.M.
Zim
Wan Hai Lines
X-Press Feeders Group
KMTC
HDS Lines
SITC
TS Lines

Source: Alphaliner

Note: Ranked by TEU

Operator Total: TEUShipsRank
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In many respects, it is a market-share driven business. It’s 
important to position the company for the uptick in the business 
cycle and many in the business are expecting this will happen 
at the end of 2016 and carry through to 2018. But how well 
supported is this scenario of a rising tide of freight lifting all ships 
or at least the freight rates?

Tea Leaves
It’s difficult to see where the increase of freight will develop  
to support the increase in slots from the mega-ships and  
other newbuildings.

There has been moderate but sustained growth in the US.  
But the manufacturing sector slowed for a second straight  
month during May with new orders rising at their slowest pace 
since January 2014. Still, most economists are forecasting 
continued growth, and important markers such as housing  
starts, employment and CPI all tend to support the forecast of 
moderate growth in a key market for containership operations.

The Euro Zone economy is far more problematic. On the one 
hand, GDP growth seems to have stalled and the Greek situation 
has dogged European markets for months. On the other hand, 
employment is reportedly the best in four years. Better still, the 
embattled manufacturing sector is doing well and a weaker Euro 
is spurring exports, generating the highly valuable outbound 
freight for containership business needs.

Unfortunately, the bull in the China shop is China. The premise 
for building mega-ships relies on China’s export-oriented 
factories churning out consumer goods for the European and 
North American markets. But can a containership ‘rate rebound’ 
work with a Chinese economy (GDP) expanding by 7%, annually, 
as Premier Li Keqiang said is the 2015 target.

Beijing’s plan is to push more innovation and automation in 
manufacturing by 2025 and to move the economy away from 
low-value production. Some of this modernization was inevitable 
as China’s rust belt industries are decades out of date and need 
just such a boost.

This process, however, is at odds with many deep-rooted 
political and economic segments. The anti-corruption drive 
reflects the divisiveness in the business society and the current 
regime as much as it does the issue of corruption. Traditionally 
strong export regions such as Guangdong and the PRD (Pearl 
River Delta), Shanghai and Qingdao, were built around exports. 
In these regions, the populace are wary of Beijing’s motives 
and whether the policies will undermine an improving lifestyle. 
Add in the political issues over representation in Hong Kong, 
and it’s easy to see the potential for centrally planned economic 
performance being derailed. 

From a containership operator perspective, China’s 
underperforming would most certainly lower freight rates and 
exacerbate overtonnaging.

Markets Shared
In a market that has some 100 containership operators, only 
about 30 are of substantial size. With the freight rates low, 
and the new wave of ships on the way, is consolidation of 
containership operators a likelihood? The basic problem with 
M&A (merger and acquisition) activity is that it rarely improves 
the market. Ships aren’t taken out of service because of a 
merger, thus the imbalance remains. Too many ships and too 
little cargo are unlikely to improve return on investment. 

The rumour mill has generated many potential marriages 
of convenience but rarely do they reach the shareholders’ 
meeting. Could Germany’s Hamburg Sud and Hapag Lloyd 
merge? Certainly. But it is an unlikely match as the operations 
and corporate culture belie the geographic proximity of their 
respective headquarters. Following its planned IPO (initial public 
offering), Hapag Lloyd is likely to be on the prowl for more or 
larger ships. However, the alliance partners will have some input 
regarding ship deployment, so it will have to tread cautiously.

Much has been made of the possibility of Cosco and China 
Shipping merging their container divisions. On paper it might 
look good, but again, such a merger would be a call made more 
in a Beijing backroom than a boardroom. 

Singapore-based NOL’s container operator APL (American 
President Lines) is nearly always rumoured to be on the market 
to be sold to a suitor like Hong Kong’s OOCL. This year NOL 
sold the APL Logistics division, which triggered more rumours. 
NOL recently informed its shareholders that no sale had been 
agreed, although, importantly, it did not say that there was no 
suitor. The new tonnage ordered is both an attraction and a 
deterrent: it increases the asking price, but provides an almost 
instantaneous upgrade in the purchaser’s fleet. Again the 
numbers trip up any deal. If the market recovers in 2016, is a 
suitor better off with the increased market share resulting from 
the APL purchase (or that of a similarly placed smaller carrier)? 
Or would the suitor be better off simply benefiting from better 
freight rates without the added debt?

Conversely, if the market were to plunge, weaker owners could 
well become insolvent, and an ocean carrier could pick up 
the pieces at a fire sale – as Matson Line did recently with the 
remnants of Horizon Line.

This isn’t to discount the possibility of M&A activity heating up. 
There almost certainly will be a cherry-picking of smaller carriers 
by bigger brethren to fill in trade-lane-specific carriage and to 
build a little better hand to maximize returns. Larger carriers 
are eyeballing smaller carriers operating in regional trade 
lanes in South America, Africa and Asia as potential targets. 
Nevertheless, in an industry where profits are elusive, acquiring 
more ships isn’t a move that will guarantee more profit.
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Is This a Beginning Or an End?
There is endless speculation whether this new group of mega-
ships is the last generation of containerships. The size is rapidly 
outrunning the ability of terminals, especially those located 
in urban areas, to move freight efficiently outside the gates. 
Ship speed and on-time performance have fallen, although 
improvements are in the works.

The question is whether any new technologies can improve 
velocity throughout the supply chain irrespective of size. Given 
that the new generations of mega-ships are designed to be 
in service for at least two decades, ocean carriers are betting 
against a revolution upsetting the current dynamic. But it is worth 
remembering that back in the 1960s ship owners really didn’t 
think the box was going to catch on and now we have 20,000 
TEU ships.
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