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GLOBAL SHIPPING CRISIS - ESCALATING HOUTHI ATTACKS
AT VITAL CHOKEPOINTS

Cdr'Y Hemanth Kumar

The global shipping industry is in crisis due to a surge in attacks on vessels in the Red Sea by the
Houthi rebels in Yemen, which have increased both in frequency and intensity in recent weeks.
These attacks have raised concerns about the safety of mercantile trade over one of the most
vital maritime trade routes in the world that connects the Mediterranean Sea and the Red Sea
with the Arabian Sea, with approximately 17,000 annual ship passages. Some shipping
companies are already re-routing ships around the Cape of Good Hope, resulting in an
escalation in time and cost of shipping. These attacks on vessels unrelated to Israel also
highlight the indiscriminate nature of the threat. The urgency lies in concerted efforts to curb
Houthi's actions and protect seafarers and merchant vessels. A comprehensive international
response is crucial to address escalating challenges faced by the global shipping industry.

Overview of the Recent Attacks

The attacks are primarily orchestrated by the Houthi rebels in Yemen, a group entangled in the
ongoing civil war in the country, in response to Israel's action in Gaza, triggered by Hamas attack
on Israel” The escalation began with the hijacking of a Bahamian-flagged ship MV Galaxy
Leader P on November 19, 2023, a vessel currently held captive by Yemen. Subsequent attacks
targeted multiple ships on December 4, prompting defensive measures by the USS Carney, an
American destroyer. On December 9, the Houthis declared all ships heading to Israel as
legitimate targets, leading to a series of attacks on several vessels - Norwegian-flagged Tanker
MT Strinda on December 11, Irish chemical tanker .Ardumwore Encounter on December 13, and
Hongkong-flagged Maersk Gibraltar IMO:9739692), on December 14. The situation worsened
on December 15, witnessing attacks on three vessels: Hapag-Lloyds 15,000 TEU _A/-Jasrah
(IMO:9732321), 2500 TEU MSC Palatinm III (IMO:9336165), and Maersk-owned 6000 TEU
Columbine Maersk (IMO: 9245768) . Additionally, a Bulgarian-owned bulk catrier was seized in
the Gulf of Aden, indicating an alarming escalation in the scope and scale of these maritime
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threats. Recently, there has been another hijacking incident involving a Malta-flagged Tanker MV
Ruen® which is currently on course to the Somalian Coast.

These attacks have drawn the attention of organisations such as the International Chamber of
Shipping (ICS) !, especially in the wake of the seizure of the Galaxy Leader. In a statement
issued on December 15, 2023, the ICS strongly condemned the Houthi attacks, characterising
them as unacceptable acts of aggression that jeopardize the lives of innocent seafarers and the
safety of merchant shipping. While emphasizing the immediate cessation of these attacks, the
ICS underscored the flagrant breach of international law and urged states with influence in the
region to intervene urgently and de-escalate the increasingly severe threat.
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Figure 1: Timeline of attacks on Commercial Shipping in the Red Sea m,
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Figure 2: Location of Major attacks (Source?)

Global Shipping Implications & Economic Ramifications

The impact of these attacks extends beyond the immediate region, as the Red Sea is a crucial
passageway linking Europe and Asia. Approximately 12 per cent ! of global trade traverses the
Red Sea, emphasizing its strategic importance. The attacks initially prompted several major
European shipping lines like MSC (Switzerland), Hapag-1.loyd (Germany), and Maersk (Denmark)
to suspend their shipments ' through the Red Sea. However, another European giant CMA
CGM (France) has also announced the suspension ' of their Red Sea operations. Together these
companies represent approximately 54 per cent!'!! of the global vessel market (Figure 3).
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They have rerouted vessels '’ to circumnavigate the Cape of Good Hope increasing the voyage
distance by about 40 per cent!" It is anticipated that this increased voyage would hike the
container charges by $500-1000"° per container. This has the potential to choke the global
supply chains and hike the prices of export-import goods, trigger further inflation, and increase
the Current Account Deficit (CAD) of nations that are already grappling with post-COVID
recovery and the Russia-Ukraine situation.

Wiar risk insurance, which is crucial for vessels sailing through high-risk areas, has substantially
increased. There are growing concerns in the maritime industry regarding the increase in war risk
insurance related to shipping in certain areas, particularly in the Red Sea. Initially, the war risk
premium was around 0.07% of the total shipping value, but it had gradually escalated to almost
0.1% " by the second week of December 2023. While this may not seem like a substantial
amount in the context of overall shipping value, the rising frequency of attacks and their
indiscriminate nature suggests that these costs could continue to rise.

The Red Sea is a critical waterway connecting Europe and Asia. With low water levels affecting
the Panama Canal "' and reducing its capacity, some shipping companies have re-routed their
vessels through the Suez Canal to reach ports in Europe before heading to the East Coast and
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Gulf Coast of the United States. This redirection of shipping traffic through the Suez Canal
contributes to an increased risk due to these attacks and could further complicate the situation.
In the event of the Suez Canal closure ™ or increased risks in the Red Sea, the real concern is
the economic impact due to the loss of a significant number of runs, leading to increased freight
rates.

International Response and Naval Involvement

In 2022, the United States Navy, specifically the 5" Fleet under Central Command in Bahrain,
established Combined Task Force 153 (CTF) for Red Sea Maritime Security."”” This move
mirrored the creation of combined task forces for patrolling the Strait of Hormuz to combat
piracy off the coast of Somalia. The US Navy has already made considerable efforts amidst
these crises. USS Carney intercepted about fourteen one-way Houthi attack drones P along with
USS Mason and USS Thomas Hudner (DDG-116) P! Reports # highlight the deployment of three
mote Arleigh Burke destroyers from the US Navy’s 6" Fleet, specifically USS Laboon (DDG-58),
USS Delbert D Black (DDG-119), and USS The Sullivans (DDG-68) between December 11 and 17,
2023. Further, the Gerald R Ford and Eisenhower Cartier Strike Groups P! are moving into this
area to provide additional assets. As per recent reports ¥ United States Navy has commenced

Operation PROSPERITY GUARDIAN to address the situation.

However, an over-reliance on the US Navy may not present the most optimal solution. While the
United States Navy is primarily responsible for escorting US-flagged vessels, a complex challenge
emerges due to a multitude of ships navigating these waters under flags of convenience from
nations such as Panama, Liberia, and the Marshall Islands. These countries lack substantial
Naval forces capable of providing adequate security cover for vessels sailing under their flags,
thereby exacerbating an already grave maritime security scenatio.

The most affected and impactful players in this scenario are Europe and Asia. Since the trade
route is predominantly used between these two regions, European and Asian powers should play
a significant role. Recent indications suggest that Japan is dispatching a larger task force to the
region. China already has a presence, albeit not extensively demonstrated. Apart from the US
Navy, the British are also getting involved with their Type 45 Destroyer HMS Diamond ), closely
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followed by the French Navy. The pressing question is what comes next. Effectively addressing
this issue involves more than safeguarding ships; it requires dealing with the Houthi forces on
land, targeting their launchers, a move that might escalate into a ground war in the Arabian
Peninsula. The core issue is that innocent ships and their crews are being targeted, leading to
destabilization in the region. This poses a global economic threat, as shipping is integral to
international trade. It is essential to recognize that if this region becomes too hazardous,
shipping routes may shift around Africa, causing a ripple effect on the global economy. An
international response is imperative to deal with the Houthi threat, as they have effectively
declared war on international shipping.

Uncharted Territory Ahead

As the maritime community grapples with these unprecedented challenges, the unpredictability
of the situation raises concerns about the potential closure of critical waterways. If in a
hypothetical scenario, international seaborne trade through the Bab e/-Mandeb or the Red Sea
becomes untenable, the shipping industry would witness increased diversions and longer
voyages, impacting both time and costs. The escalating threats to global shipping demand a
coordinated international response to safeguard the vital trade routes in the region. The
consequences of inaction would extend beyond the maritime industry, affecting economies
worldwide.

Disclaimer: Views expressed are of the authors and do not necessarily reflect the views of
Govt of India.
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