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Israel-Palestine conflict
set to create challenges
in maritime industry while
trade continues with
caution

The Israel-Palestine conflict, marked by recent violence between Israel and Hamas, has
sent ripples through the shipping and maritime industry, leading international companies to
issue cautionary advisories and adapt their operations in the region.

“In light of recent developments in the Middle East, including the outbreak of war in Israel
and its vulnerability to missile attacks and the incursion of opposing militias, the security
of transporting goods through the port of Haifa has become uncertain. The transit of
containers, especially hazardous materials, and the arrival of commercial vessels greatly
emphasize the importance of security on this route. Such insecurity or potential terrorist
attacks could lead to a shift in the transportation of goods," said Hossein Norouz
Fashkhami, a senior marketing expert from Middle-East.

Shipping industry's resilience amidst Israel-Palestine
conflicts

Maersk, a major player in the industry, reassured stakeholders by announcing that its port
operations across Israel's key terminals are functioning without disruption. MSC echoed
this sentiment, asserting that Israel's major terminals are operational, enabling them to
facilitate cargo delivery.
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However, the maritime industry is aware of the security situation, and companies such as
MSC remain vigilant, pledging to monitor the situation closely and heed government
guidance. This underscores the industry's adaptability and resilience in the face of
geopolitical tensions.

The specific impact on individual ports tells a compelling story:

e Port of Ashdod: This port, situated a mere 50 kilometers from the Gaza border,
operates in an ‘'emergency mode' only, subject to potential missile attacks.
Furthermore, restrictions on vessels carrying Hazardous Materials ("HAZMAT") remain
in effect.

» Port of Haifa: In contrast, the port of Haifa, encompassing the Haifa Bay port and Israel
shipyard, continues with business as usual, undeterred by the conflict.

e Port of Ashkelon: Located just 15 kilometers from the Gaza border, the Port of
Ashkelon is severely impacted, rendering it incapable of normal operations due to
missile threats. Vessels can only discharge cargo while moored at sea buoys,
highlighting the risk and necessity for adaptive measures.

o Port of Hadera: The port of Hadera, in comparison, carries on without disruption,
maintaining its regular functions.

o Port of Eilat: The port of Eilat similarly remains operational, showcasing the industry's
commitment to ensuring the flow of maritime trade.

Beyond the ports, several global companies with a presence in Israel have been forced to
adjust their operations. Chevron, the second-largest U.S. oil and gas producer, was
directed by Israel's energy ministry to shut down the Tamar natural gas field off the
country's northern coast. Adani Ports, operator of the Haifa Port, assured stakeholders of
operational readiness while closely monitoring the situation and having a business
continuity plan in place.

The Israel-Palestine conflict serves as a testament to the shipping and maritime industry's
ability to adapt, demonstrating that despite challenges and disruptions, trade and
operations can persist, albeit with the necessary caution and vigilance.
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Global trade relationships hang in the balance, with
disruptions, diplomacy, and dollars at stake

Israel imports and exports by country, 2022 ($ bn)
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Israel's trade with China is characterized by a notable trade imbalance, with China being a
major importer of Israeli goods. While Israel's exports to China are substantial at $4.68
billion, the conflict may disrupt trade flows, particularly concerning lIsrael's high-tech
exports. The disruption could affect Israel's exports and potentially hinder access to
China's vast market.

The United States is a critical trade partner for Israel, with a strong focus on exports.
Israel exports goods worth $18.67 billion to the U.S., including high-tech products and
defense-related items. The conflict may strain diplomatic relations between the two
countries, potentially impacting Israeli exports to the U.S.

Germany is a key European trade partner for Israel. The conflict might impact Israel's
exports to Germany, valued at $1.88 billion. As Israel navigates regional instability, German
imports from Israel could be affected.
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India is another crucial trading partner for Israel, with $3.94 billion in Israeli exports. The
conflict could have an impact on bilateral trade, potentially leading to disruptions in Israel's
exports to India.

Uncertainties surrounding ambitious trade initiatives

“The Israel-Palestinian conflict serves as a reminder of the uncertainties facing
ambitious trade projects like the India-Middle East-Europe Economic Corridor (IMEC),
positioned as a Western counterpart to China's Belt and Road” said Christian Roeloffs,
cofounder and CEO, Container xChange.

IMEC, involving railways, ports, and green energy, aligns with the G7's plans to mobilize
$600 billion by 2027 for global infrastructure investments. India's trade with Saudi Arabia
has doubled in two years, reaching $53 billion in 2023, but the corridor's true potential lies
in strengthening Indian-European trade ties.x

To fully realize IMEC, a reliable link between Saudi Arabia and Israel is essential. However,
the ongoing regional complexities make it riskier for Saudi Crown Prince Mohammed bin
Salman to normalize diplomatic relations with Israeli Prime Minister Benjamin Netanyahu.

In the near term, the Suez Canal remains the primary route for goods from India to Europe.
This conflict underscores the enduring complexities of reshaping global trade and financial
routes, highlighting the unpredictable nature of such endeavors.

Geopolitical conflicts and global health crises, unfortunate as they are, often lead to
unintended consequences, boosting profits in specific sectors. Wars tend to inflate returns
for defense contractors, while the pandemic brought substantial gains for select
pharmaceutical companies. The maritime industry is not immune to these dynamics, with
shipowners reaping unexpected benefits from both types of crises.

Christian Roeloffs added - “In the case of the conflict in Israel, any expansion of the
hostilities beyond the country's borders could introduce risks to two vital shipping choke
points. The Suez Canal, a critical waterway for various commercial vessels, including
container ships, may face disruptions. Similarly, the Strait of Hormuz, a backbone for oil
and gas shipping, could be affected. However, the extent of these effects will largely
depend on the conflict's expansion and duration.”
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It's worth noting that Israel itself represents a relatively small market for container
shipping, with its primary ports of Ashdod and Haifa accounting for just 0.4% of global
throughput. Consequently, the threat of disruptions to container trade flow through the
Mediterranean region remains limited.

Additional Information

India-Israel exports, costs, and risk management amid conflict

Key Indian exports to Israel include diesel, cut and unpolished diamonds, electronics, and
telecom components like integrated circuits and photovoltaic cells. Conversely, India's
imports from Israel consist mainly of rough diamonds, fertilizers, and herbicides. This
evolving trade relationship extends beyond traditional sectors, encompassing electronic
machinery, high-tech products, communication systems, and medical equipment.

Higher costs for Indian exporters: The Israel-Hamas conflict has raised concerns about
increased costs for Indian exporters, such as higher insurance premiums and elevated
shipping expenses. These expenses stem from the heightened risk associated with
shipping goods to regions experiencing geopolitical unrest.

Limited impact on trade volumes but financial strain on exporters: While the conflict may
result in higher expenses for Indian exporters, the impact on trade volumes is expected to
be limited unless the war escalates significantly. The primary concern is the financial
burden on exporters, which may reduce their profit margins.

Risk Premiums from ECGC to Safeguard Indian Businesses: To protect Indian businesses
from potential losses due to geopolitical uncertainties, India's Export Credit Guarantee
Corporation (ECGC) may introduce higher risk premiums for firms exporting to Israel. This
is a standard risk management practice in regions facing increased instability.

While the Israel-Hamas conflict has the potential to increase shipping costs and insurance
premiums for Indian exporters, it is essential to emphasize that the impact on trade
volumes remains relatively limited at this stage. The bilateral trade relationship between
India and Israel has diversified in recent years, encompassing various sectors beyond
diamonds and petroleum products.
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About xChange >
Analytical Pieces:

Explore deep insights, where concise reports blend sharp research with expert analysis to
tackle important industry and customer questions. We simplify complex subjects like
market trends, consumer behaviors, and new technologies into clear and practical
viewpoints. Our focus on conciseness delivers influential opinions and assessments,
guiding strategic choices and sparking fresh discussions. Each piece follows a journey of
discovery. We delve into data, scrutinize patterns, and interview experts to extract the
essence of what truly matters.

About Container xChange:

Container xChange is the premier online platform for container logistics, dedicated to
revolutionizing the way companies manage container bookings, operations, and financial
transactions. As the industry's trusted partner, Container xChange connects a diverse
network of companies to streamline container logistics processes which are otherwise
frustratingly manual and inefficient. Our platform bridges the gap between supply and
demand, providing real-time insights into container availability, pricing, and service
provider reputation. By simplifying container operations from pickup to drop-off, we
empower businesses to optimize their logistics processes and enhance their competitive
edge. With over 1500+ vetted container logistics companies placing their trust in us,
Container xChange, allows businesses to operate with confidence, speed, and precision,
resulting in increased profit margins and sustainable growth. For more information, visit
https://www.container-xchange.com/

(Note: The data and insights provided in this press release are based on the information
available at the time of writing and are subject to change.)
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