Shipping Industry: The Cost of BAU in the Age of Climate Change.
Sea level rise and tropical cyclones are the two most directly impactful natural
hazards as results of climate change.
Based on the modelled greenhouse gas concentration trajectories RCP 4.5 and RCP
8.5, global sea level will rise 0.2-0.4m before 2050, and 0.5-1m before 2100 1.
1) Costs of storm damages to port infrastructure
High intensity cyclones are most common in the APAC regions and tropical areas of
North America, incurring high cost of reparation to seaports.
From 2005 to 2019, the port damages from five major
hurricanes totaled over US$5 billion globally. In the
current decade, hurricane damages to U.S. ports have
averaged to around US$430 million per year, while
estimated annual damage for ports globally is US$3
billion per year 2.
The damage is shocking compared to the annual net earnings of US$25 billion for the
container port industry globally 3.
2) Costs of disruptions to shipping operation
The annual costs of disrupted BAU operation and delivery schedule are estimated to
be US$1.3-2.4 billion, representing a large portion of the average annual operating
profit for the container shipping industry, which was US$20 billion during 20182020 4.
With the interconnectivity of global ports, disruption to BAU in one port will
spillover to other ports in the global supply chain. From 2011 to 2019, for extreme
weather conditions, the median duration of disruption to port operation was 6 days. In
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2018, Typhoon Lekima resulted in a 5-day closure of the Port of Dalian in China,
leading to a US$65 million loss in port income.
3) Cost of shipping losses at sea and wreck cleanup
Most shipping losses due to extreme weather conditions happened in the APAC
region, as a result of high level of ship traffic and vulnerability to tropical storms. For
example, in 2017 Typhoon Damrey caused a loss of 6 ships in total.
The loss of vessels brings costly liability obligations. In 2019, the containership MSC
Zoe experienced a salvage operation of US$40 million due to a loss of roughly 350
containers in extreme weather conditions off the North coast of Germany 5.
4) Costs of adapting to sea level rise
To prevent repair cost due to extreme weather conditions, enterprises usually engage
in either soft adaptation or hard adaptation, both incur high cost of BAU.
1) Cost of changing shipping schedule and routes in response to extreme weather:
For a standard containership that consumes an average of 150 tons of fuel per day,
each additional day of shipping due to re-routing can
cost an extra US75k in fuel costs alone 6.
2) Cost of elevating port surface by 1.6-2.3m to prevent
flooding: For 50 largest ports in the APAC region, the
average unit cost of surface elevation ranges from US3149 million per square kilometer 7.
Why does the shipping industry need to start implement green technology and
green investment goals now?
Shipping industry growth and its consistent reliance on heavily polluting fuels have
made it a major emitter of greenhouse gases, currently accounting for 20% of global
emissions from transportation. If no action is taken, the cost of BAU in the shipping
industry will start to grow exponentially.
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Solution: begin to add ESG initiatives and goals into your BAU operation, and invest
in zero-emission fuels and green technologies for sustainability purpose.

