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THE PREFACE

The Convergence

The global maritime industry is currently navigating its most significant structural shift in half a century.
As of 2026, the intersection of IMO-mandated decarbonization, a global fleet replacement supercycle,

and India’s own energy security imperatives has created a "Multi-Vector Demand Engine."

This report moves beyond the traditional "cyclical" view of shipbuilding. Instead, it identifies four distinct

vectors that provide a guaranteed revenue floor for Indian shipyards over the next two decades:

1. The Sovereign Vector: Government mandates requiring Oil & Gas PSUs to build a 110+ vessel
indigenous fleet.

2. The Regulatory Vector: The 2027 "IMO Carbon Cliff" forcing the global replacement of 50% of

the world's merchant tonnage.

3. The Technology Vector: India’s "Leapfrog" into Hydrogen and Ammonia-ready vessels, capturing

the high-value European export market.

4. The Logistical Vector: The Inland Waterway shift, requiring thousands of specialized low-draft

and green urban transit vessels.

The Conclusion of this analysis is clear: India has entered a four-year window (2026—2030) to capture the
global overflow from East Asian yards. By integrating "Infrastructure Status" with "Smart Yard"
automation, India is not just building ships; it is building a fortress-like maritime supply chain that ensures

long-term industrial resilience.
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EXECUTIVE SUMMARY: THE INDIAN SHIPBUILDING
SUPERCYCLE

From Maritime Margin to Global Core (2026—-2047)

The Thesis: While the global market views shipbuilding as a cyclical industry, India has shifted it into a
Sovereign-Mandated Growth Cycle. Under the Amrit Kaal Vision 2047, the Government of India (GOI)
has moved from passive support to aggressive market-making. This report analyzes the 70,000 Crore
($8.4B+) policy bedrock that is decoupling Indian maritime manufacturing from global volatility.

THE 4 PILLARS OF OUR ANALYSIS:

e The Funding Revolution (MDF & SBFAS 2.0): We break down the impact of the Maritime
Development Fund, a 25,000 Cr corpus designed to provide the "Gold Standard" of low-cost,
long-term credit. By analyzing the revamped SBFAS 2.0 subsidy framework, we show how the
GOl has effectively "de-risked" shipyard balance sheets for the next decade.

¢ Infrastructure Status as a Multiplier: The 2025-26 reclassification of shipbuilding into the
Harmonized Master List of Infrastructure is the most underrated trigger in the sector. This
analysis quantifies how this shift lowers the Weighted Average Cost of Capital (WACC) for major
yards, allowing them to compete with East Asian giants on financing terms, not just labor costs.

o The "Fortress Supply Chain" & Mega-Clusters: We examine the transition to Shipbuilding
Clusters in Gujarat, Odisha, and Tamil Nadu. With a mandatory 30-35% domestic content
requirement, the GOl is creating a "Local Multiplier Effect," ensuring that the 70,000 Cr
investment stays within the domestic engineering ecosystem.

o The Green-Tech Leapfrog: India is not just building ships; it is building a "Digital & Green Shield."
We map the transition toward Harit Nauka (Green Boat) guidelines, focusing on hydrogen-ready
vessels and autonomous coastal shipping as the primary drivers of the 2030 order backlog.

THE TANGIBLE BENEFIT:

By 2030, the "Backlog-to-Revenue" ratio for Indian shipyards is projected to hit a historical peak. This
report identifies the regulatory moats—including the Right of First Refusal (ROFR) and Cabotage
protections—that ensure this demand remains a "Sovereign Shield" against global downturns.

"In a fragmented world, maritime independence is the ultimate currency of sovereign resilience. India
is no longer just a participant in this market; it is building the infrastructure to own it."

Key Insight: Learn why the global "replacement cycle" for aging ships is creating a 4-year window that
India is perfectly positioned to capture.
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SECTION 1: THE FUNDING REVOLUTION

De-risking the Decadal Cycle

For decades, the Indian shipbuilding industry was trapped in a "Capital Chokepoint." Despite having the
engineering talent and a strategic coastline, Indian yards could not compete with the East Asian "Big
Three" (China, South Korea, Japan) due to a 10-12% disadvantage in financing costs.

In 2025-2026, the Government of India (GOI) fundamentally rewritten this script. Through a massive
69,725 Crore ($8.4B+) integrated package, the state has moved from being a mere regulator to
becoming a Market Anchor.

This section breaks down the four financial pillars that have turned shipbuilding into a "Bankable Asset
Class":

1. The MDF: Solving the problem of long-term, low-cost debt.

2. SBFAS 2.0: Creating a 10-year margin protection shield.

3. Credit Enhancement: Removing the "risk premium" for private lenders.

4. The Anchor Effect: Using sovereign capital to trigger a flood of Foreign Direct Investment (FDI).

"Financial engineering is now the primary engine of maritime growth. By neutralizing the cost of
capital, India has finally leveled the playing field, allowing our yards to win on technical merit rather
than being defeated by their balance sheets."
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1.1 The Liquidity Bridge: The 325,000 Cr MDF

In shipbuilding, the "working capital gap" is the silent killer. A shipyard must spend 70-80% of the total
project cost on steel, engines, and labor before the final payment is even triggered. Without low-cost
liquidity, the interest alone can eat the entire profit margin.

WHY LIQUIDITY IS THE PRIMARY MOAT:
e The Working Capital Trap: Large vessels take 2—3 years to build. If a yard borrows at 12%
(traditional Indian rates) versus a Korean yard borrowing at 3—4%, the Indian ship is 15-20%
more expensive before the first plate of steel is even cut.

e The 15-Year Debt "Tail": Most Indian banks offer 5-7 year loans. The MDF’s 15-year tenure
matches the "MRO Tail" (Maintenance, Repair, and Overhaul), allowing shipyards to pay back
debt using long-term service revenues.

THE COMPARATIVE ADVANTAGE:

Metric Traditional Indian Financing The MDF Framework (2026)
Interest Rates 11%-13% 7% — 8%

Loan Tenure 5—7Years 15+ Years

Collateral Requirement High (Asset-Heavy) Project-Based (Cash Flow focused)

THE "REAL-WORLD" EXAMPLE:

Imagine a X500 Cr vessel project. Under old banking terms, the interest cost during construction could
reach X60-70 Cr. Under the MDF, that cost drops to X35 Cr. That 30 Cr saving is the difference between
a shipyard being "in the red" or winning a global export tender.

Key Takeaway: The MDF doesn't just provide money; it provides "Time-Value Neutrality," allowing
Indian yards to compete on engineering merit rather than being penalized for their geography.

THE COMPETITIVE LANDSCAPE: THE "BIG THREE" VS. INDIA

To understand the necessity of the X25,000 Cr MDF, we must look at how the global leaders weaponize
their balance sheets. In these countries, shipbuilding isn't treated as a commercial business; it is treated
as a national strategic asset.

1. China: The Scale Giant
e Market Share: ~50% of global orders.

e The Edge: Massive state subsidies and "hidden" liquidity. Chinese yards often receive refund
guarantees and "soft loans" from state-owned banks at near 0% real interest rates.

e The Data: China's shipbuilding industry receives estimated direct and indirect subsidies
amounting to billions of dollars annually, allowing them to underbid global competitors by 15—
20%.

2. South Korea: The Tech Leader
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e Market Share: ~25-30% (Dominant in high-value LNG/Green vessels).
e The Edge: High-speed delivery and advanced R&D.

e The Data: The Export-Import Bank of Korea (KEXIM) provides massive Trade Finance packages. In
2024-25, Korea allocated over $5 Billion in new ship financing to ensure their yards could offer
"buyer's credit" to international shipowners.

3. Japan: The Efficiency Expert
e Market Share: ~10-15%.
e The Edge: High automation and local high-grade steel.

e The Data: Japanese yards benefit from an ultra-low Cost of Capital (often below 1-2%), making
the long gestation period of a ship build almost "interest-free" compared to India’s legacy 12%
rates.

WHY INDIA IS FINALLY COMPETITIVE: THE GAP ANALYSIS

Factor The "Big Three" (Avg)||India (Pre-2025)||India (Post-MDF/2026)
Cost of Capital 1% — 4% 12% — 14% 7% — 8% (Targeted)
Global Market Share||~92% (Combined) <1% Target: 5% by 2030
Financing Tenure 15-20 Years 5-7 Years 15 Years

The "Realist" Conclusion: The 3 Equalizers

While the MDF significantly narrows the financing gap, capital is only the foundation. India’s true path to
global dominance lies in the simultaneous alignment of three "Equalizers" that the Big Three can no
longer replicate:

1. The Labor Arbitrage Flip: Shipbuilding remains one of the most labor-intensive heavy industries.
While South Korea and Japan face aging workforces and soaring wages, India’s labor cost is 15—
20% of China's. Combined with the MDF, this allows India to offer "Global Quality at an Emerging
Market Price."

2. The "Sovereign Floor" (Demand Mandates): Unlike international yards that live and die by global
trade cycles, the GOl has created a "Sovereign Floor" of demand. Mandates for Oil PSUs and the
National Container Line to prioritize Indian-built ships ensure that yards maintain high capacity
utilization, which drastically lowers the per-unit cost of production.

3. The Green-Tech Leapfrog: The 2026 maritime shift is defined by decarbonization. Because India
is building new capacity from scratch, it isn't burdened by "legacy" diesel infrastructure. By
leapfrogging directly into Hydrogen, Green Ammonia, and All-Electric Tug platforms, India is
competing for the future fleet, not yesterday’s bulkers.

Strategic Insight: India isn't trying to beat China on raw volume yet. By using the MDF, India is targeting
the $250 Billion replacement market for mid-sized, green-tech vessels where financing terms—not just
labor—decide the winner.
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While the MDF significantly narrows the financing gap, capital is only the foundation. India’s true
competitive edge lies in the simultaneous alignment of lower labor costs, massive domestic demand
mandates, and a 'leapfrog' into green propulsion technology. We aren't competing for yesterday’s Bulk

Carriers; we are competing for tomorrow’s Green Fleet.
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1.2 SBFAS 2.0: The Margin Protector

In a global market where raw material costs (like marine-grade steel) are volatile, a shipyard's profit
margin is often razor-thin. The Shipbuilding Financial Assistance Scheme (SBFAS) 2.0 acts as a strategic
buffer, providing direct financial grants to ensure Indian projects remain profitable even during market
fluctuations.

GRADED ASSISTANCE: MORE VALUE FOR COMPLEXITY

The new 2026 guidelines move away from "one-size-fits-all" subsidies. Instead, the government provides

higher support for vessels that require more engineering depth:

Standard Vessels (< X100 Cr): 15% financial assistance to maintain baseline competitiveness.

Large Vessels (> X100 Cr): 20% assistance to support the build of massive ocean-going tankers
and bulkers.

Specialized & Green Vessels: Up to 25% assistance for high-tech ships (Hydrogen, Ammonia,
Electric). This "Green Premium" protects the higher R&D margins required for future-ready
technology.

WHY THIS PROTECTS THE "BOTTOM LINE":

Offsetting the "India Penalty": Historically, Indian yards faced a 20% cost disadvantage
compared to China due to taxes and indirect costs. The SBFAS 2.0 effectively "zeros out" this
penalty.

Milestone-Based Cash Flow: Unlike old schemes, SBFAS 2.0 pays out in stages. This provides
shipyards with constant cash flow during the 2-3 year construction period, reducing their need
for expensive private bridge loans.

The Shipbreaking Credit Note: A unique 40% scrap value credit is provided to owners who scrap
old ships in India to build new ones. This creates a "Circular Economy" that locks in repeat
customers for Indian yards.

THE "TANGIBLE BENEFIT" TABLE:

Feature SBFAP (Old Scheme) SBFAS 2.0 (2026-2036)

Total Corpus 4,000 Crore X24,736 Crore

Validity Expired March 2026 Extended to 2036 (Vision 2047)
Green Incentive Minimal 25% (Top Tier)

Security Rigid Flexible Credit Risk Coverage

Key Takeaway: SBFAS 2.0 isn't just a "handout"—it is a Margin Insurance Policy. It ensures that if an
Indian shipyard manages its engineering well, its profitability is protected by the sovereign.
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1.3 Credit Enhancement: The Risk-Coverage Shield

Even with low-cost funds available (MDF), private lenders have historically avoided shipbuilding because
of "High Concentration Risk"—if one ship project fails, it can impact a bank’s entire quarterly earnings.
The Shipbuilding Development Scheme (SbDS) introduces a 1,443 Crore Credit Risk Coverage
framework to break this deadlock.

HOW THE CREDIT GUARANTEE WORKS:

The government doesn't just give money; it acts as a First-Loss Guarantor. Through agencies like ECGC
(for exports) and New India Assurance (for domestic builds), the government covers a significant portion
of the risk.

e Default Protection: The scheme covers pre-shipment and post-shipment risks, including vendor
defaults. If a shipyard fails to deliver due to unforeseen technical issues, the insurance/guarantee
pays the bank.

e Reducing the "Risk Premium": Private banks typically charge a 2—3% "Risk Premium" on top of
base rates for shipyards. With a government guarantee, this premium is largely eliminated,
directly lowering the interest rate for the shipyard.

e Unlocking Non-Collateral Lending: Traditionally, banks demanded land or physical assets as
collateral. This scheme allows for Project-Based Lending, where the "Order Book" and the
"Guarantee" itself act as the security.

THE IMPACT ON BANKABILITY:

Factor Without Credit Guarantee With SbDS Risk Coverage (2026)

Risk Weightage High (High Capital Provisioning) Lower (Government-Backed)

Interest Spread 3% - 5% above Repo 1% - 2% above Repo

Bank Appetite Limited to Top-Tier Yards Open to Mid-Cap & Specialized Yards

WHY THIS CREATES A "MULTIPLIER EFFECT":

By providing a X1,443 Cr corpus for risk coverage, the government is effectively "unlocking" 15,000 Cr+
in private credit. For every X1 the government puts into the guarantee fund, private banks are now
comfortable lending X10 to the maritime sector.

Key Takeaway: The Credit Guarantee isn't a subsidy; it is Financial Lubricant. It makes the shipbuilding
sector "palatable" for conservative private banks, ensuring that liquidity flows from the boardroom to the
shipyard floor.
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1.4 The "Anchor" Effect: Signaling FDI Confidence

In global finance, the biggest hurdle for Foreign Direct Investment (FDI) isn't the lack of opportunity; it is
policy uncertainty. The Maritime Development Fund (MDF) acts as a "Sovereign Anchor," signaling to
global investors that the Indian government is a co-investor in the sector’s success.

WHY SOVEREIGN BACKING ATTRACTS FDI:
e The 49/51 Blended Model: The MDF is structured as a "Blended Finance" vehicle where the
Government of India provides 49% of the capital at a concessional rate. This "skin in the game"
reassures foreign investors that the government will not pivot on its policy mid-way.

e The "Validation" Signal: When a sovereign fund backs a shipyard or a cluster, it acts as a global
certificate of quality. This has already led to big-ticket interest, such as A.P. Moller-Maersk’s
recent plans to invest $5 Billion in Indian maritime infrastructure.

o Leapfrogging through Partnerships: Foreign giants are no longer just selling to India; they are
building in India. For example, the collaboration between Indian yards and HD Hyundai (South
Korea) is a direct result of the financial stability created by these new funds.

THE FDI MULTIPLIER:

Legacy Environment (Pre-
Feature gacy ( The "Anchor" Era (2026)
2025)
Investor Risk
High (Policy Instabilit Low (Sovereign Commitment
Perception 'gh (Policy flity) ( & )
. 100% Automatic (but low Joint Ventures with PSU/Anchor
FDI Ownership
takers) Support
Capital Type Opportunistic/Short-term Strategic/Long-term (15+ years)

THE "REAL-WORLD" BENEFIT:

A foreign investor looking at a 5,000 Cr greenfield shipyard in India previously feared high local interest
rates and shifting rules. Today, with the MDF as a co-lender and Infrastructure Status providing tax
benefits, that same investor sees a 1.8x return on capital and a 6.4x multiplier in job creation, making
India the most attractive maritime destination in Asia.

Key Takeaway: The MDF doesn't just fund projects; it buys trust. It transforms Indian shipyards from
"local players" into "global investment-grade assets."
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SECTION 2: INFRASTRUCTURE STATUS AS A MULTIPLIER

From Manufacturing to National Asset

For years, the Indian maritime industry argued that a ship is not just a "product" but a mobile piece of
infrastructure. On September 19, 2025, the Ministry of Finance formalized this by including large vessels
in the Harmonized Master List (HML) of Infrastructure.

This reclassification is the single most important "multiplier" for the sector's growth. By moving
shipbuilding into the same category as highways, power plants, and airports, the government has
fundamentally altered the industry's risk profile.

This section explores how this "Infra Tag" serves as a catalyst across four dimensions:

1. Cost of Capital (2.1): Achieving a structural reduction in the Weighted Average Cost of Capital
(WACC).

2. Institutional Access (2.2): Opening the doors to "Patient Capital" from Pension and Insurance
funds.

3. Global Liquidity (2.3): Tapping into the $100 Billion+ global ECB market at lower rates.

4. Ecosystem Synergy (2.4): Aligning shipyard growth with the X8 Lakh Crore Sagarmala port-led
development plan.

"The infrastructure tag is the 'Golden Key' that unlocks the gate to institutional finance. It transforms
the shipyard's balance sheet from a liability into a strategic investment vehicle, allowing India to finally
leverage the same financial mechanics that built the maritime giants of East Asia."
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2.1 The WACC Reduction: Quantifying the Financial Edge

The most significant impact of the September 2025 reclassification is the dramatic drop in the Weighted
Average Cost of Capital (WACC). In high-capex industries like shipbuilding, WACC is the "hurdle rate"—if

it’s too high, even a technically perfect shipyard will destroy value as it grows.
Why WACC matters here:

o The Debt-Equity Rebalance: Infrastructure status allows shipyards to move from expensive

equity-heavy financing to a more optimized Debt-to-Equity ratio.

e Access to the "Prime Rate": Shipbuilding is no longer viewed as "High-Risk Manufacturing" but
as "Core Infrastructure." This entitles yards to lending rates that are typically 200-300 basis

points (2-3%) lower than standard commercial loans.

THE QUANTIFIABLE SHIFT:

Metric Pre-Infrastructure Status Post-Infrastructure Status (2026)
Average Cost of Debt 10.5% —-12% 7.5% —8.5%

Typical Debt-Equity Ratio 1:1 (Conservative) 2:1 or 3:1 (Infrastructure-Leveraged)
Estimated WACC ~13.5% ~9.5%

THE "MULTIPLIER" EFFECT ON VALUATION:

A 4% reduction in WACC does more than just save interest; it exponentially increases the Net Present

Value (NPV) of future ship contracts.

e Project Feasibility: Projects that were "unviable" at a 13% hurdle rate are now highly profitable
at 9%.

e Expansion Velocity: Lower WACC means shipyards can reinvest their cash flow into automation

and dry-dock expansion twice as fast as before.

e Global Parity: This shift finally aligns India with the financial structures of Japan and South Korea,

where "Infrastructure-style" funding has been the norm for decades.

Strategic Insight: Infrastructure status is the "Unlock Key." It transforms a shipyard from a standalone
factory into a national asset, allowing it to leverage its balance sheet like a power plant or a highway—

stable, long-term, and low-cost.
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2.2 Tapping Long-Term Capital: The Pension & Insurance
Unlock

Before 2025, Indian shipyards were largely off-limits for "Patient Capital" —the trillions of rupees held by
Insurance companies and Pension funds. These institutions are legally required to invest in
"Infrastructure" assets because their liabilities (paying out pensions/insurance claims) are 20-30 years

away.

By adding large vessels to the Harmonised Master List of Infrastructure, the government has finally

allowed these giants to enter the maritime sector.

1. THE ENTRY OF INSURANCE & PENSION FUNDS:
e The Regulatory Mandate: IRDAI (Insurance) and PFRDA (Pension) rules allow these funds to

invest in infrastructure-rated debt and bonds.

e Asset-Liability Match: Shipbuilding projects, with their 15-20 year life cycles, are the perfect

match for a pension fund looking for long-term, stable returns.

o The Scale: We are talking about tapping into a pool that is projected to reach X19.3 Lakh Crore
($222B) in the insurance sector alone by the end of 2026.

2. THE RISE OF SHIPPING INVITS (INFRASTRUCTURE INVESTMENT TRUSTS):

Infrastructure status has paved the way for India’s first Shipping InviTs.

e How it works: A shipyard can bundle its revenue-generating assets (like a finished ship or a long-

term repair contract) into a Trust.

e Capital Recycling: The shipyard sells units of this Trust to the public and institutional investors

(including retail investors).

e The Result: The shipyard gets 80% of its capital back immediately to build the next ship, rather
than waiting 15 years for the rent to trickle in. This "recycles" capital at 5x the speed of the old

model.

3. ACCESS TO IIFCL & SPECIALIZED LENDERS:

Yards can now borrow directly from the India Infrastructure Finance Company Limited (IIFCL).

e Benefits: IIFCL provides much longer tenures (up to 25 years) and "Takeout Finance," where they
take over the loan from a commercial bank after the ship is built, further lowering the interest

burden for the operator.

Investor Type Pre-Infrastructure Status Post-Infrastructure Status (2026)

Pension Funds (EPFO/NPS) Legally Restricted Actively Investing in Shipping Bonds
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Investor Type

Pre-Infrastructure Status

Post-Infrastructure Status (2026)

Insurance (LIC/GIC)

Minimal Exposure

Key Debt Providers for Mega-Yards

Retail Investors

No Access

Fractional Ownership via InvITs

Key Takeaway: We have moved from "Balance Sheet Financing" (where the shipyard's own money is

stuck) to "Market-Driven Monetization." This ensures that the X70,000 Cr government push is amplified

by trillions in private institutional capital.
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2.3 Accessing Global Dollars: Relaxed ECB Norms

Infrastructure status has fundamentally shifted how Indian shipyards can borrow from the international
market. By being classified under the "Transport and Logistics" category of the Harmonized Master List
(as of September 19, 2025), shipyards can now bypass expensive domestic debt and tap into External

Commercial Borrowings (ECB)—loans from global lenders in currencies like USD or EUR.

WHY ECB IS A STRATEGIC GAME-CHANGER:

o Higher Borrowing Limits: Under the "Automatic Route," infrastructure entities can now raise up
to $1 Billion per financial year (or 300% of their net worth) without seeking prior RBI approval.
For a major shipyard looking to build a new dry dock or a mega-cluster, this provides immediate

scale.

¢ The Global Interest Arbitrage: While Indian Rupee (INR) loans hover around 8-9%, global
benchmarks like SOFR (Secured Overnight Financing Rate) are significantly lower. Even after
adding "hedging costs" (to protect against currency fluctuations), the final cost for a shipyard is
often 150-200 basis points (1.5-2%) cheaper than domestic debt.

o Extended Maturity Periods: Global infrastructure lenders are comfortable with 10-year or even
15-year tenures. This matches the long-term revenue cycle of a shipyard, preventing the

"liquidity mismatch" that often causes financial stress in heavy manufacturing.

THE "GLOBAL VS. LOCAL" BORROWING SHIFT:

Feature Domestic Loan (Legacy) Infrastructure ECB (2026 Framework)
All-in-Cost Ceiling Rigid (Fixed by Bank) Market-Linked Pricing

Automatic Route Cap $750 Million $1 Billion

End-Use Flexibility Restricted (Working Capital) Liberalized (Capex & Modernization)
Interest Benchmark MCLR / Repo Rate SOFR / Global Benchmarks

THE "REAL-WORLD" BENEFIT:
A shipyard expanding its capacity for "Large Ships" (vessels >1,500 GT Indian-built or >10,000 GT foreign-

built) can now borrow $500 Million from a consortium of Japanese or European banks.

e The Result: They secure the funds at a 6% effective rate (including hedging), compared to a 9.5%

rate in India.

e The Impact: On a S500M loan, this translates to an annual interest saving of $17.5 Million

(approx. X145 Cr)—which can be directly reinvested into R&D for Green-Tech vessels.
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Key Takeaway: Relaxed ECB norms allow Indian shipyards to "import" the low-cost capital of the West
and East Asia, neutralizing the one massive advantage that Chinese and Korean yards have enjoyed for

decades.
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2.4 Port-Led Industrialization: The Sagarmala Synergy

Shipbuilding does not happen in a vacuum. To be globally competitive, a shipyard needs seamless access
to steel, specialized components, and deep-water berths. The Sagarmala 2.0 initiative (2025-2026)
provides this by integrating shipyards directly into the port ecosystem through Port-Proximate Industrial
Clusters.

1. THE "ZERO-DISTANCE" LOGISTICS MODEL

Historically, Indian shipyards were often disconnected from their suppliers, adding 10-15% to the cost of

production due to inland transport. Under the new infrastructure mandate:

e Dedicated Shipbuilding Zones: Major Ports (like Paradip, Deendayal, and V.O.C. Port) are carving

out land specifically for shipbuilding and repair.

¢ Ancillary Co-location: Incentives are provided for MSMEs and component manufacturers to set
up shop inside the port perimeter. This ensures that a propulsion system or a steel plate moves

only a few hundred meters, not hundreds of kilometers.

2. THE "MEGA-YARD" MANDATE

Under the Maritime Amrit Kaal Vision 2047, Sagarmala is funding the development of "Mega-Yards"

capable of building VLCCs (Very Large Crude Carriers).

o Deep Draft Advantage: Sagarmala funds are being used to dredge port channels to 18+ meters,
allowing Indian yards to launch the world's largest vessels—something that was previously

impossible due to shallow waters.

e Shared Infrastructure: The government is building common "Testing Labs" and "Design Centers"

within these clusters, lowering the capex burden for individual private shipbuilders.

3. SYNERGY IN NUMBERS:

Feature Legacy Shipyard Model Sagarmala-Linked Cluster (2026)
Logistics Cost High (Hinterland dependency) Low (Port-Proximate)

Vessel Size Capacity Restricted by shallow drafts Mega-Size (Deep-Draft connectivity)
Ecosystem Support Standalone / Isolated Integrated (Ancillaries + R&D)
Regulatory Speed Single-unit approvals Single-Window Cluster Clearance

THE "REAL-WORLD" EXAMPLE: THE ODISHA CLUSTER

A new X15,000 Crore shipbuilding complex in Odisha (facilitated by Sagarmala Finance Corporation) is
being built on 6,700 acres of coastal land. Because it is adjacent to a deep-water port, the yard can build

ships for export and immediately hand them over to international buyers without complex coastal transit.
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Key Takeaway: Sagarmala transforms a shipyard from a "manufacturing unit" into a "Strategic Logistics
Node." By eliminating the distance between the forge and the dock, India is finally matching the

operational efficiency of the world's best clusters in Ulsan (Korea) and Nagasaki (Japan).
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SECTION 3: THE "FORTRESS SUPPLY CHAIN" & MEGA-
CLUSTERS

Focus: The local economic multiplier and protectionist moats.

For decades, Indian shipbuilding was criticized for being a "low-value assembly" industry, where up to
80% of critical components—from marine-grade steel to advanced propulsion systems—were imported.
This not only drained foreign exchange but also left Indian yards vulnerable to global supply chain

disruptions.

In 2026, the strategy has shifted from isolated manufacturing to the creation of a "Fortress Supply
Chain." By leveraging the Maritime Amrit Kaal Vision 2047, the government is enforcing strict local
content rules while simultaneously building eight Mega-Shipbuilding Clusters that concentrate the entire

maritime value chain within single, port-led ecosystems.
This section analyzes the structural "moats" designed to protect and grow the domestic industry:

1. The 35% Mandate (3.1): How Minimum Local Content (MLC) requirements are forcing a

transition from assembly to indigenous engineering.

2. Anatomy of a Mega-Cluster (3.2): The transition to the "Ulsan Model," creating integrated hubs
in states like Gujarat, Maharashtra, and Odisha.

3. The Material Gap (3.3): Quantifying the move toward 100% domestic marine-grade steel and
localized "Move" (propulsion) components.

4. Regulatory Shields (3.4): Using the Right of First Refusal (ROFR) to guarantee that Indian-built
ships have a "Sovereign Floor" of demand.

"Shipbuilding is the 'Mother of Heavy Engineering.' By mandating local content and clustering MSMEs
around mega-yards, India is not just building ships; it is incubating a specialized industrial base that

turns every vessel into a 100% Indian-engineered asset."
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3.1 The 35% Mandate: Forcing a Domestic Ecosystem

Historically, Indian shipyards acted as "assembly shops," importing nearly 70-80% of high-value
components (engines, navigation systems, specialized steel) from Europe or East Asia. The SBFAS 2.0

(2026) ends this by making financial assistance strictly contingent on Minimum Local Content (MLC).

THE "STICK AND CARROT" THRESHOLDS:

The new policy uses a tiered approach to force indigenization without stifling immediate production:

o The Eligibility Floor (30%): Any vessel with less than 30% local content is ineligible for

government subsidies. This effectively bans "kit-assembly" projects.

e The Pro-Rata Zone (30%—40%): Assistance is scaled based on the percentage of local

components used. The more you "Buy Indian," the more the government pays you.

o The Full-Benefit Tier (40%+): To receive the maximum 20-25% subsidy, a shipyard must hit a
40% localization mark. This is designed to pull global component giants (like ABB or Wartsild) to

set up manufacturing units inside India.

WHY THE 35% MANDATE IS A "FORTRESS MOAT":

1. Supply Chain Certainty: By guaranteeing a market for domestic pumps, valves, and electrical
systems, the government has given Indian MSMEs the confidence to invest in specialized marine-

grade production lines.

2. The "Design-First" Rule: New guidelines suggest mandatory involvement of local ship design
houses. Since the design dictates the components, using Indian designers ensures that the

"blueprint" itself prioritizes local parts.

3. Captive Government Demand: For all public procurement (tenders under X200 Crore), 100% of
the ships must be built in India. This creates a "protected laboratory" where local manufacturers

can refine their technology before competing globally.

THE ECOSYSTEM MULTIPLIER:

Component Type [|Legacy Status (Pre-2025)(|Under 35% Mandate (2026)

Marine Steel Mostly Imported Mandatory Domestic Sourcing (SAIL/JSW)
Propulsion Systems|(90% Foreign Increasing JVs (e.g., CSL + HD Hyundai)
Design & IP Licensed from Abroad Indigenous Design Centers (ISTC)
Financial Risk Borne by Yard Offset by Local Content Subsidies

THE "REAL-WORLD" IMPACT:

Because of the 35% mandate, a shipyard building a standard cargo vessel can no longer just buy a

cheaper engine from abroad to save costs. They are incentivized to partner with an Indian manufacturer.
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This shifts the profit from foreign component makers to the Indian engineering ecosystem, creating a

self-sustaining industrial base that is immune to global supply chain shocks.

Key Takeaway: The 35% Mandate isn't just about "Made in India"—it’s about "Designed and Engineered
in India." It builds a protective wall around the domestic industry, ensuring that the 70,000 Cr stimulus

triggers a 10x multiplier in local jobs and IP creation.
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3.2 Anatomy of a Mega-Cluster: The Integrated Ecosystem

Instead of scattered, isolated shipyards, the government is now establishing eight mega-shipbuilding

clusters across Gujarat, Maharashtra, Odisha, Andhra Pradesh, and Tamil Nadu. These are "Maritime

Special Economic Zones" designed to house the entire value chain in one 5-8 km stretch of coastline.

1. THE "CRADLE-TO-GRAVE" MODEL

A Mega-Cluster isn't just for building new ships; it integrates three distinct stages to ensure year-round

revenue for the region:

e Shipbuilding: Large-scale manufacturing of commercial and defense vessels.

e Ship Repair (MRO): Dedicated dry-docks for the $20 Billion global repair market.

e Ship Recycling: Utilizing the "Alang Model" to recover steel and components for new builds.

2. SHARED COMMON INFRASTRUCTURE

The primary advantage of a cluster is the reduction of Fixed Costs. Through Special Purpose Vehicles

(SPVs), the government provides:

e Common Testing Labs: For certifying marine-grade materials, saving individual yards from

building their own expensive labs.

o Design & R&D Hubs: Centralized "Marine Innovation Centers" that develop indigenous

blueprints for all yards in the cluster.

e Plug-and-Play Vendor Parks: Small-scale factories for MSMEs that supply nuts, bolts, and

specialized electrical panels, located just minutes away from the main dry-docks.

3. STRATEGIC STATE LEADERS (2026 FOCUS):

Cluster Location

Primary Focus

Key Differentiator

Gujarat (Pipavav/Dahej)

Commercial & Green
Tech

Closest to GIFT City for instant offshore

financing.

Maharashtra (Vadhavan)

Mega-Vessels (VLCCs)

Integrated with India's largest upcoming

deep-water port.

Odisha
(Paradip/Mahanadi)

Steel & Bulk Carriers

Direct access to the Kalinga Steel Hub

(Zero-dist. steel).

Tamil Nadu (Kattupalli)

Defence & High-
Speed Craft

Strong synergy with the Chennai defense

corridor.
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THE "CLUSTER BENEFIT" IN DATA:

e Logistics Savings: Integrating suppliers into clusters is projected to reduce the "last-mile"

component cost by 12-15%.

¢ Employment Multiplier: Each mega-cluster is designed to generate approximately 1.5 Lakh jobs,

creating a new generation of "Maritime Engineers" in coastal India.

e Turnaround Time: By having repair and spare parts manufacturers on-site, the time taken for a

ship to undergo major repairs is expected to drop from 45 days to 25 days.

Key Takeaway: Mega-clusters move India from "boutique shipbuilding" to "Mass Maritime
Manufacturing." By clustering the forge, the dock, and the lab, India is mimicking the high-efficiency

"Ulsan model" that made South Korea a world leader.
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3.3 Reducing the Steel & Component Gap

For decades, the "India Penalty" in shipbuilding was largely caused by the need to import Marine-Grade

Steel and Propulsion Systems, adding massive logistical costs and foreign exchange risks. As of 2026, the

strategy has shifted from "Import and Assemble" to "Produce and Integrate."

1. THE MARINE STEEL REVOLUTION: FROM NET IMPORTER TO SELF-

SUFFICIENCY

To meet the 35% Local Content Mandate, India’s steel giants have pivoted to specialty production.

Specialty Steel Targets: India is on track to reach 42 MT of specialty steel production by FY
2026-27, supported by the PLI (Production Linked Incentive) scheme.

The "Zero-Distance" Steel Supply: * SAIL (Steel Authority of India): Has approved a X7,500 Cr

capex for 2026 to scale high-grade plates for naval and commercial hulls.

o JSW & Jindal: Have commissioned dedicated lines for high-tensile, corrosion-resistant

marine steel, ensuring that yards in the Odisha and Gujarat clusters have "gate-to-gate"
supply.
Cost Impact: Domestic HRC (Hot Rolled Coil) prices in early 2026 are trading at approximately

46,000 - 50,000 per tonne, making them highly competitive against imports which are now
subject to 12% Safeguard Duties.

2. THE MOVE CATEGORY: INDIGENIZING THE "HEART" OF THE SHIP

The most expensive part of a ship is the propulsion system (the "Move" category). India is now

"leapfrogging" this gap:

¢ Indigenous AIP Systems: By mid-2026, India will begin integrating its first Indigenous Air-

Independent Propulsion (AIP) system (developed by DRDO with L&T and Thermax). While

initially for submarines, the technology is being adapted for "Green" commercial vessels.

e  Strategic JVs: Partnerships like Cochin Shipyard + HD Hyundai are moving beyond simple

licensing to active co-development of engines and fuel-cell systems on Indian soil.

3. THE SUPPLY CHAIN "MOAT" (2026 DATA):

Component 2020 Status 2026 Status Strategic Action
40% <10% Safeguard duties + PLI for Specialty
Hull Steel
Imported Imported Steel.
. . 95% ToT (Transfer of Technology)
Main Engines 70% Imported
Imported mandates for PSUs.

Visit www.halfkut.com for more structural frameworks.

Educational Use Only


https://www.halfkut.com/

India’s Shipbuilding Sector

29

Component 2020 Status 2026 Status Strategic Action
Marine Mostly Domestic Mandatory sourcing for contracts <
Pumps/Valves Imported (MSME) %200 Cr.

Foreign Indian Design Use of National Maritime Design
Design/IP

Licenses Hubs Centers.

Key Takeaway: By securing the Steel (3.3) and the Cluster (3.2), India is building a "Fortress" that is

immune to global supply shocks. For the first time, an Indian shipyard can source its most critical

components within a 500km radius, mirroring the high-efficiency supply chains of Japan.
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3.4 Regulatory Shields: The Power of ROFR

While financial incentives (MDF) and infrastructure status provide the "push," the Right of First Refusal
(ROFR) provides the "pull." It is a regulatory mandate that ensures Indian-built and Indian-flagged ships

get the first opportunity to carry government-linked cargo, creating a guaranteed market.

1. THE 2026 ROFR HIERARCHY: "INDIA FIRST"
Under the latest Directorate General of Shipping (DGS) guidelines, the hierarchy of who gets to carry

cargo in Indian waters has been strictly redesigned to favor domestic shipyards. If a government entity or
PSU (like IOCL or GAIL) puts out a tender to hire a ship:

1. Top Priority (Tier 1): Indian-built, Indian-flagged, and Indian-owned.

2. Tier 2: Indian-built, Indian-flagged, but owned by an IFSC (GIFT City) entity.
3. Tier 3: Foreign-built, but Indian-flagged and owned.

4. Bottom Tier: Indian-built, but foreign-flagged and foreign-owned.

How it works: Even if a foreign ship (L1) offers a lower price, an Indian-built ship (within 20% of that

price) has the right to match that lowest bid and take the contract.

2. THE "AGE NORM" SHIELD

As of January 2026, the government has tightened age norms for vessels entering Indian waters.

e The Rule: Foreign-flagged vessels older than 20 years are increasingly restricted from coastal

trade.

e The Benefit: This forces Indian shipowners to retire old, foreign-purchased "second-hand"

tonnage and replace them with new, Indian-built vessels to maintain their ROFR priority.

3. MARKET DOMINANCE DATA:

Regulatory Tool Impact on Foreign Competition Impact on Indian Shipyards
L. ) . Guaranteed "Last Look" at all PSU
ROFR Priority Must underbid by >20% to win.
tenders.
Cabotage Restricted from coastal cargo 100% Market Reserve for Indian
Protection (Port-to-Port). vessels.
Public Complete monopoly on small/mid-
Banned for orders < X200 Cr. . .
Procurement sized builds.

THE "REAL-WORLD" BENEFIT:
Consider a PSU oil tender. A Greek-owned tanker (foreign-built) bids $10,000/day. An Indian shipyard-

built tanker bids $11,500/day.
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e 0Old System: The Greek tanker would win on price.

e Under 2026 ROFR: The Indian ship is asked, "Can you match $10,000?" If they say yes, the
contract is theirs. This ensures that Indian-built ships are never "idled" while foreign ships carry

Indian cargo.

Key Takeaway: ROFR is the "Invisible Shield." It ensures that the domestic demand floor is always
occupied by Indian-made ships. By making "Indian-built" the primary requirement for market access, the

government has turned every Indian port into a captive customer for Indian shipyards.
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SECTION 4: THE GREEN-TECH LEAPFROG

Focus: Bypassing the Diesel Era to lead in Zero-Emission Shipping.

For decades, shipbuilding has been a race for scale and low-cost labor. However, the global maritime
industry is currently facing a "technology reset" driven by the IMO's (International Maritime
Organization) net-zero mandates. India is using this window to "leapfrog"—investing in Hydrogen,

Ammonia, and Electric propulsion today so that it can lead the global market tomorrow.

This section explores how India is turning its coastline and rivers into a global laboratory for green

shipping:

1. Harit Nauka 2030 (4.1): The roadmap for 1,000+ green vessels on inland waterways, shifting

urban and cargo transit to hydrogen and electricity.

2. The Green Ammonia Roadmap (4.2): Strategic positioning of India as a low-cost bunkering hub

for zero-emission ocean-going vessels.

3. Automation & "Smart" Yards (4.3): The integration of the Green Tug Transition Program (GTTP)

with Al and loT to create a zero-downtime MRO ecosystem.

4. Global Export Potential (4.4): Why India’s "Low-Cost/High-Tech" approach is attracting European

and Scandinavian shipowners looking for carbon-neutral fleets.

"India is not just building ships; it is building the 'Energy Transition on Water.' By 2026, our shipyards
are evolving into high-tech hubs where the focus is not just on the hull, but on the fuel cell, the battery,

and the Al that manages them."
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4.1 Harit Nauka 2030: The Green Vessel Roadmap

Launched as a part of the Maritime Amrit Kaal Vision 2047, the Harit Nauka (Green Boat) scheme is a
14,920 Crore initiative designed to transition India’s inland waterway fleet from fossil fuels to electricity
and green hydrogen.

Rather than retrofitting old technology, Harit Nauka forces a "leapfrog" where India builds a completely

new, indigenous green fleet for its 111 National Waterways.

1. THE TARGETS FOR 2030:

The scheme sets aggressive "Interim Milestones" to create immediate scale for Indian shipyards:

e The 1,000-Vessel Goal: Induction of 1,000 green vessels and Water Metro models across 10
major cities (including Kochi, Varanasi, and Kolkata) by 2030.

¢ Fleet Transition: 50% of the total inland passenger fleet must be powered by green fuels
(Electric/Hydrogen) by 2030.

e Total Decarbonization: A mandate for 100% green vessels on inland waterways by 2047.

2. HYDROGEN-FUEL CELL FERRIES: THE "VARANASI MODEL"

In 2024-25, India successfully operationalized its first indigenous hydrogen fuel cell ferry, 'Suchetha’, in

Varanasi.

e The Technology: A 24-meter catamaran using Low-Temperature Proton Exchange Membrane
(LT-PEM) fuel cells.

e Operational Edge: It offers 8 hours of silent, zero-emission operation on a single hydrogen fill,

with water and heat as the only by-products.

e Scalability: Cochin Shipyard is now scaling this design to build larger Zero-Emission Feeder
Container Vessels for the international market, proving that the domestic inland "pilot" has

direct export value.

3. ELECTRIC INLAND WATERWAYS: THE URBAN TRANSIT SHIFT
For shorter, high-frequency urban routes, the focus is on Battery-Electric Catamarans (The Water Metro
Model).

e Cost Efficiency: Green vessels under this scheme are projected to save 2,900 Crore annually in

fuel costs compared to diesel.

e Infrastructure Support: The government is funding "Green Terminals" equipped with fast-

charging stations and hydrogen bunkering hubs at major river ports like Prayagraj and Guwahati.
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34

Baseline (Pre-

Metric Target (2030) Expected Outcome
2024)
IWT Passenger 5x growth in green urban
. ~3 Crore 16 Crore )
Traffic transit.
. . 10 Lakh Significant climate
CO2 Reduction Negligible )
Tonnes/Year commitment.

Fuel Mix

100% Diesel

50% Green Fuels

Reduced reliance on oil

imports.

Job Creation

Traditional

1.95 Crore Man-
days

Shift toward high-tech

maritime jobs.

Key Takeaway: Harit Nauka is not just an environmental policy; it is a Demand Aggregator. By mandating

1,000 green boats, the government provides the "Order Book" Indian shipyards need to invest in R&D

and achieve the economies of scale required to underbid global competitors in the green vessel market.
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4.2 The Green Ammonia Roadmap: Global Bunkering
Dominance

While hydrogen serves the inland waterways, Green Ammonia is the industry-standard fuel for ocean-
going merchant vessels. India is uniquely positioned to become the world’s most cost-effective "Filling

Station" (Bunker Hub) for the next generation of global trade.

1. THE GLOBAL ARBITRAGE: WHY INDIA?

By 2026, India has emerged as a low-cost production leader for Green Ammonia, leveraging its massive

renewable energy grid.

e The Cost Advantage: With SECI (Solar Energy Corporation of India) auctions discovering green

ammonia prices as low as $580 per ton, India is undercutting European hubs by nearly 30%.

e Strategic Geography: India sits at the center of the Rotterdam—India=Singapore green shipping
corridor. By offering ammonia bunkering, India captures the fuel demand of vessels traveling

between the two largest maritime hubs in the West and East.

2. THE THREE HYDROGEN HUBS (THE "FIRST MOVERS")
The Ministry of Ports, Shipping and Waterways has designated three major ports as the primary

"Hydrogen & Ammonia Hubs" to lead the bunkering transition:

e Deendayal Port (Kandla): Developing a megawatt-scale indigenous Green Hydrogen/Ammonia

facility to serve the Suez Canal route.

e Paradip Port: Leveraging the Odisha "Hydrogen Valley" to serve the East Asian ore and coal

trade.

e V.0. Chidambaranar Port (Tuticorin): Positioned to act as the primary bunkering node for the

South Asian and Indian Ocean traffic.

3. BUNKERING INFRASTRUCTURE TARGETS:

Milestone
Infrastructure Target Strategic Objective
Year
First independent Ammonia Pipavav commissioned as India's 1st 3rd-party
2025-2026
Storage Terminal storage node.
Shipping Corporation of India (SCl) to operate
2027 Retrofitting SCI Fleet PPN ~orp (5 P
2+ ammonia-ready ships.
Target of 5 MMT Green Hydrogen/Ammonia
2030 Export & Bunkering Scale ]
production annually.
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Milestone . L
Infrastructure Target Strategic Objective
Year
Green fueling facilities available at all Major
2035 Universal Bunkering p
orts.

THE "REAL-WORLD" BENEFIT:

For a 15,000 TEU container ship traveling from Singapore to Rotterdam:

e Current Model: The ship must carry massive amounts of heavy fuel oil, reducing cargo space.

e 2026 Roadmap: The ship can refuel with Green Ammonia in India (Tuticorin or Kandla). Because

India's production costs are low, the vessel saves on fuel costs while meeting the IMO’s

(International Maritime Organization) strict new decarbonization penalties.

Key Takeaway: Green Ammonia isn't just a fuel; it’s an Export Strategy. By building bunkering

infrastructure now, India is ensuring that the "Ships of the Future" are forced to stop at Indian ports,

regardless of where they were built.
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4.3 Automation & "Smart" Yards: The Digital Pulse

By 2026, Indian shipbuilding is moving from manual labor to Industry 4.0. The core of this transition is the
integration of the Green Tug Transition Program (GTTP) with Smart MRO (Maintenance, Repair, and
Overhaul) hubs.

1. THE GTTP: INDIA'S "ELECTRIC VEHICLE" MOMENT FOR PORTS

The GTTP is a X1,000 Crore mandate to replace diesel-powered harbor tugs with zero-emission

alternatives.

e The Mandate: All new tugs for Major Ports must be green-certified (Battery-Electric or Green

Hydrogen).
e The Scale: 50 green tugs by 2030, with a 100% transition by 2040.

e The Role of Tugs: Tugs are the "workhorses" that assist mega-ships. Because they operate in
short, high-frequency bursts, they are the perfect candidates for Battery-Electric power and loT-

integrated automation.

2. TUGS AS "FLOATING DATA NODES"

The new green tugs are not just cleaner; they are smarter. Every tug built under the Approved Standard

Tug Design and Specifications (ASTDS) acts as a mobile sensor for the port.
o |loT Telemetry: Sensors track battery health, motor stress, and real-time structural load.

e Edge Al: On-board processors calculate the most efficient push/pull angles in real-time, reducing

energy consumption by 15-20%.

e The Digital Twin: Each tug has a virtual replica in the shipyard's database. This allows engineers

to simulate wear-and-tear and "test" repairs digitally before the tug even arrives at the dry dock.

3. SMART MRO HUBS: AI-DRIVEN PREDICTIVE MAINTENANCE
The data from these tugs flows into the shipyard's MRO Control Center, shifting the industry from

"Reactive" to "Predictive" maintenance.

e Predictive Diagnostics: Al identifies "anomalies" (like a slight increase in motor vibration) 10-14

days before a failure occurs.

e Robotic Hull Inspections: Smart yards now use autonomous drones and hull-crawling robots to
inspect underwater sections, replacing human divers and cutting inspection time from 3 days to

4 hours.

e AR-Assisted Repairs: Technicians use Augmented Reality (AR) headsets to "see through" the

ship’s hull, with Al projecting the exact internal wiring or piping layout over their field of vision.
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4. THE EFFICIENCY LEAP (2026 DATA):

38

Feature

Legacy MRO (Manual)

Smart MRO (Al/loT Enabled)

Vessel Turnaround Time

25-30 Days

15-18 Days

Maintenance Cost

High (Emergency Fixes)

Low (Predictive Savings)

Inspection Method

Manual/Diver-led

Autonomous Drones/Robotics

Safety Standard

Human Error Risk

Al-Guided Precision

Key Takeaway: The GTTP provides the Hardware (Green Tugs), and the Smart Yards provide the Software

(Al/10T). This combination ensures that Indian ports are not just "greener," but are the most

technologically efficient MRO hubs in the Indian Ocean Region.
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4.4 Global Export Potential: The Low-Cost/High-Tech Edge

With the Harit Nauka (Inland) and Green Ammonia (Ocean) frameworks in place, India has created a
unique "Export Arbitrage." European and Scandinavian shipowners, facing aggressive carbon taxes from

the EU, are increasingly looking to India as their primary shipyard partner for Short-Sea Shipping.

1. THE EUROPEAN "GREEN" SQUEEZE

The EU’s FuelEU Maritime and Emissions Trading System (ETS) have made operating older diesel vessels

in European waters prohibitively expensive. This has created an overnight demand for:
e  Electric-hybrid short-sea ferries.
e Hydrogen-ready coastal feeders.

e Ammonia-fueled bulkers.

2. INDIA’S COMPETITIVE ARBITRAGE (THE 2026 SHIFT)

India is winning these contracts over China and South Korea for three reasons:

o The Price-Tech Sweet Spot: India offers European-spec "Green Tech" but at a 20-25% lower

labor and engineering cost than European yards.

e The "Green Corridor" Advantage: The Rotterdam-India—Singapore green corridor

(operationalized in 2025) provides a direct "Proof of Concept" for European buyers.

o Agile Customization: While Chinese yards focus on massive, standardized "Mega-Ships," Indian
yards like Cochin and L&T have specialized in the high-margin, "Boutique Green" vessels favored

by Scandinavian operators.

3. EXPORT TARGETS & METRICS:
Export Market Key Vessel Demand Why India?

Norway/Denmark||/Autonomous Electric Ferries||ToT (Transfer of Tech) with Kongsberg & Siemens.

Netherlands Green Ammonia Feeders Synergy with the Rotterdam-India Green Corridor.

Germany/UK Wind Farm Support Vessels ||High-precision engineering at lower cost-per-DWT.

Strategic Insight: By 2026, India is no longer selling "cheap hulls." It is exporting "Floating Green
Infrastructure." Every ship exported to Europe acts as a recurring revenue stream for Indian component

manufacturers (under the 35% MLC mandate) and a global advertisement for Indian engineering.
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SECTION 5: THE MULTI-VECTOR DEMAND ENGINE

Focus: Why the order book is guaranteed for the next two decades.

The greatest challenge in the shipbuilding industry has traditionally been its "cyclicality" —the boom-and-
bust nature of global freight rates. However, as we enter 2026, India’s maritime sector has moved into a
"Structural Growth Phase." This section analyzes the four distinct "Vectors" of demand that have
converged simultaneously, creating a multi-billion dollar order book that is effectively decoupled from

short-term global market fluctuations.
The Four Pillars of Certainty:

1. The Global Replacement Supercycle (5.1): Analyzing the massive "Scrap-and-Build" wave as 50%

of the global fleet reaches obsolescence under IMO 2027 carbon mandates.

2. Public Sector "Demand Aggregation” (5.2): A deep dive into the sovereign mandate for Oil & Gas

PSUs to build a 110+ vessel indigenous fleet, providing a non-cyclical revenue floor.

3. The Coastal & Inland Pivot (5.3): Mapping the domestic shift where the cargo modal share on
National Waterways is jumping to 5%, requiring a new generation of thousands of low-draft

vessels.

4. Energy Security & Specialized Carriers (5.4): Exploring the high-value demand for indigenous

LNG, LPG, and Green Ammonia carriers to de-risk India’s energy supply chain.

"In 2026, we are not waiting for the market to improve. We are building the ships that the world is

legally required to use and that India is strategically required to own."
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5.1 The Fleet Replacement Supercycle

The global shipping industry is currently entering its most significant "Scrap-and-Build" cycle since the
1970s. As of early 2026, over 50% of the world's merchant fleet (by tonnage) is over 15 years old and

technologically obsolete in the face of new environmental laws.

1. THE "IMO 2027" REGULATORY CLIFF

The International Maritime Organization (IMO) has finalized the Net-Zero Framework, set to enter force
in 2027. This includes:

¢ The Global Fuel Standard: A mandatory reduction in Greenhouse Gas Fuel Intensity (GFl),
starting with a 4% cut in 2028 and scaling to 30% by 2035.

e Carbon Pricing: A global "carbon tax" that will make operating inefficient, older diesel vessels

financially unviable.

e The Result: Ships that were built in the 2010s are now "Carbon Liabilities." Shipowners cannot

simply retrofit them; they must replace them with "Green-Ready" hulls.

2. THE CAPACITY CRUNCH: WHY INDIA WINS THE OVERFLOW

The world's traditional shipbuilding giants (China, South Korea, Japan) are currently operating at 95%

capacity with order backlogs stretching into 2029-2030.

e The Supply Gap: With approximately 3,500+ large vessels needing replacement annually to meet

2035 targets, the "Big Three" cannot build fast enough.

¢ The Indian Opening: As global owners seek earlier "delivery slots," India’s newly expanded

mega-clusters provide the only viable alternative for high-quality, mid-to-large-scale builds.

3. THE MATHEMATICS OF THE SUPERCYCLE:

Metric 2015-2024 Average||2026-2035 Forecast Change

Global Tonnage on Order||~200 Million GT ~350 Million GT +75%

Primary Driver Trade Growth Regulatory Replacement |[Shift in Focus

Vessel Life Expectancy  [|25-30 Years 15-20 Years (Tech-limited)||Accelerated Scrap Rate
Yard Utilization 70% (Cyclical) >90% (Structural) Sustained High Demand

THE STRATEGIC "SCRAP-AND-BUILD" OPPORTUNITY:

This is not a traditional business cycle; it is a forced modernization.

e For Shipyards: This means the "Boom" is not dependent on high freight rates alone, but on legal

necessity.
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e For India: By positioning itself as the "Green Alternative" (Section 4), India is capturing the
highest-value portion of this replacement cycle—the transition to dual-fuel and carbon-neutral

vessels.

Key Takeaway: The Fleet Replacement Supercycle provides the volume. For the next 15 years, the

question for Indian shipbuilders isn't "Will we have orders?" but "How many orders can we handle?" ---
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5.2 Public Sector "Demand Aggregation"

This section highlights the "Sovereign Order Book." While global trade can be volatile, the Indian
government has created a localized demand "floor" by mandating that its own energy giants build their

fleets at home.

The greatest risk for a shipyard is a "dry order book." To eliminate this, the Ministry of Ports, Shipping
and Waterways (MoPSW) and the Ministry of Petroleum and Natural Gas (MoPNG) have launched a

massive Demand Aggregation initiative.

As of late 2025, the government has mandated that Indian Oil & Gas PSUs must transition their cargo

from foreign-flagged vessels to a new, indigenous fleet.

1. THE 112-VESSEL MANDATE
Under the Maritime Amrit Kaal Vision 2047, the Shipping Corporation of India (SCI) has signed a

landmark MoU with I0OCL, BPCL, and HPCL.

e The Goal: Build 112 specialized vessels (Crude tankers, Product carriers, and LNG/LPG vessels)

through Joint Ventures (JVs).

e The Timeline: Delivery is staggered over the next 10 years, ensuring that shipyards have a "non-

cyclical" revenue stream regardless of global market fluctuations.

e The Volume: The first phase involves 79 vessels (including 30 medium-range tankers) to be

commissioned by 2030.

2. CAPTURING THE "FREIGHT DRAIN"

India spends approximately $75 Billion annually on freight payments to foreign shipping lines because

only ~5% of its oil and gas imports are carried on Indian-built vessels.

e The "Sovereign Floor": By aggregating the demand of all PSUs, the government ensures that

shipyards are not bidding for one-off ships, but for series production.

e The Series Effect: Building 10 identical tankers is 15-20% cheaper than building one. This
aggregation allows Indian yards to achieve the "Economies of Scale" previously only seen in

South Korea.

3. THE OFFSHORE SERVICE "SHADOW DEMAND"

Beyond the tankers, ONGC has projected a requirement for nearly 100 offshore service and platform
supply vessels (PSVs) by 2034 to support deep-water exploration in the KG Basin. These are high-value,

specialized ships that will be built almost exclusively in the new Indian mega-clusters.

The Demand Floor Matrix (2026-2035):
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Total Mandated Primary End- .
Vessel Category Revenue Stability

Units User
Crude & Product IOCL / BPCL/

59+ High (Long-term charter)
Tankers HPCL

. Very High (Specialized
LNG / Ethane Carriers 12+ GAIL / Petronet
Tech)

Offshore Supply Constant (Asset

100+ ONGC
(PSVs) Replacement)

. Major Ports /

Port Auxiliary (Tugs) 50 (GTTP) Guaranteed (Regulatory)

PSUs

Key Takeaway: For an investor or a shipyard, this mandate acts as a "Financial Moat." It guarantees that

even if international orders slow down, the Indian domestic energy security requirement provides a

massive, multi-billion dollar "safety net" for the next decade.

Visit www.halfkut.com for more structural frameworks.

Educational Use Only


https://www.halfkut.com/

India’s Shipbuilding Sector 45

5.3 The Coastal & Inland Pivot: Riverine Revolution

By 2026, the National Waterways (NW) have transitioned from experimental routes to high-volume
cargo corridors. The goal is clear: increase the water-borne cargo modal share from 2% to 5% by 2030,
reaching 500+ MMT by 2047.

This shift is creating a massive, localized demand for specialized, "Small-Scale" vessels that traditional

global shipyards simply do not build.

1. THE "MODAL SHIFT" MATH
Moving cargo by water is 60—-80% cheaper than by road and 30-50% cheaper than by rail. To facilitate

this, the government has operationalized 32 National Waterways (out of 111), creating a network that

spans 24 states.
e The Cargo Surge: Inland cargo movement hit a record 145.5 million tonnes in FY25.

o The 2030 Target: Reaching 200+ MMT requires a massive expansion of the domestic fleet to

handle bulk commodities like coal, iron ore, cement, and fly ash.

2. THE VESSEL DEMAND: LOW-DRAFT & RO-PAX

Standard ocean-going ships cannot navigate India’s river systems due to depth constraints. This has

opened a "Blue Ocean" market for Indian shipyards to build:

e Low-Draft Barges: Vessels designed to carry 2,000+ tonnes of cargo in as little as 2.5 to 3.0

meters of water.

e Ro-Pax (Roll-on/Roll-off Passenger) Ferries: Massive demand for vessels that can carry both
vehicles and passengers, bypassing bridge-less river crossings. (Example: The Brahmaputra (NW-
2) and Ganga (NW-1) corridors).

e Electric Water Metros: Following the success of the Kochi Water Metro, 10+ Indian cities are

now commissioning identical electric fleets for urban transit.

3. INCENTIVES DRIVING THE ORDER BOOK

To ensure these ships are built now, the government has introduced aggressive fiscal "Pulls":

e The Jalvahak Scheme (2024-25): Provides a 35% reimbursement on operating costs for cargo
owners who shift from road/rail to waterways, creating an immediate need for operators to buy

new vessels.

e Tonnage Tax Extension (2025): The 2025 Budget extended the favorable "Tonnage Tax" regime

to inland vessels, making it more profitable to own and operate a river fleet.

e Standardized Designs: The government has released "open-source" designs for 5 types of

standardized tugs and barges, allowing MSME shipyards to build them faster and cheaper.
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The "Internal” Order Book (2026-2030 Projection):
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Vessel Type

Estimated Units
Needed

Strategic Focus

River-Sea Cargo

Vessels

500+ Fly Ash, Coal, and Cement transport.
Barges
Ro-Pax / Ro-Ro o )

. 150+ Northeast connectivity & Urban transit.
Ferries
. Urban "Water Metro" projects (Varanasi,
Electric Catamarans 100+
Kolkata, etc).
Cruise & Tourism 50 Luxury river tourism on the Ganga &
+

Brahmaputra.

Key Takeaway: The Inland Waterway shift turns Indian shipbuilding into a high-volume manufacturing

industry. While mega-yards build tankers (Section 5.2), hundreds of smaller yards are now seeing a

"conveyor belt" of orders for the riverine fleet, ensuring the entire maritime ecosystem stays profitable.
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5.4 Energy Security & Specialized Carriers

This final part of the Demand Engine focuses on "Sovereign Security." India's massive energy imports are
currently a vulnerability—relying on foreign ships costs billions in freight and leaves supply chains
exposed. By 2026, the strategy is to build an indigenous fleet of specialized carriers to "own the fuel and

the vessel."

India’s energy and hydrocarbon sector accounts for 28% of total trade volume, yet only 20% of this cargo
is currently carried on Indian-flagged vessels. To de-risk this, the Maritime Amrit Kaal Vision 2047
mandates a shift toward high-tech, specialized carriers for LNG, LPG, and the emerging Green Ammonia

trade.

1. THE LNG/LPG SOVEREIGN FLEET

India spends $5-8 Billion annually on freight charges for energy imports. To stop this "Foreign Exchange

Drain," the government is facilitating partnerships to build complex gas carriers at home.

e The "Shivalik" Milestone: In late 2025, the VLGC Shivalik (Very Large Gas Carrier) joined the

Indian fleet, signaling a new era of large-scale LPG transport.

e LNG Carrier Ambition: Under a strategic MoU, Cochin Shipyard is collaborating with South
Korea’s HD Hyundai to finalize a block fabrication facility for LNG carriers. This allows India to
build the world’s most complex merchant ships—those with cryogenic tanks capable of holding
gas at $-1627{\circ}CS.

2. THE GREEN AMMONIA CORRIDOR

As established in Section 4.2, India is becoming a global Green Ammonia hub. This creates a new

specialized demand: Ammonia-ready vessels.

e Dual-Fuel Mandates: By 2026, new container ships being commissioned (such as the 6 LNG-
powered vessels ordered by CMA CGM from Cochin Shipyard) are designed to be "future-proof,"

with engines that can be converted to ammonia or methanol.

e Exporting the Fuel & the Ship: Agreements with German giants like Uniper (to supply 500,000
tonnes of green ammonia annually) are being tied to Indian shipping logistics, ensuring that

"Indian Green Energy" travels on "Indian Green Ships."

3. STRATEGIC DEMAND PROJECTION (2026-2035):

Projected . .
Vessel Type . Strategic Rationale
Requirement

Replacing aging fleet and securing energy

VLCCs (Crude Oil) 40+ Units
supply.
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Projected . .
Vessel Type . Strategic Rationale
Requirement

Supporting the goal of a 15% gas-based

LNG Carriers 12-15 Units
economy.
. _ Catering to the 100% household PNG/CNG
LPG Carriers 20+ Units
coverage.
Offshore Supply ) ) ]
(OSVs) 100+ Units Supporting ONGC’s deep-water exploration.
s

THE "SECURITY MOAT":

By building these ships domestically, India achieves three goals:

1. Economic Security: Saves up to $75 Billion (%6 Lakh Crore) in cumulative freight payments over

10 years.
2. Strategic Autonomy: Eliminates dependence on foreign flags during geopolitical tensions.

3. Technological Maturity: Moving from building "Simple Bulkers" to "Specialized Gas Carriers"

places Indian yards in the elite top tier of global shipbuilding.

Key Takeaway: Section 5.4 is the "Crown Jewel" of the order book. These are the highest-value vessels in
the world. By mandating their construction in India, the government has ensured that Indian shipyards

move up the value chain from "Steel Fabricators" to "Advanced Maritime Engineers."

Conclusion: The Strategic Synthesis

We have now completed the entire journey:
e Section 1 & 2: The Financial & Infrastructure Foundation.
e Section 3: The "Fortress" Supply Chain & Mega-Clusters.
e Section 4: The Green-Tech Leapfrog.

e Section 5: The Multi-Vector Demand Engine.
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CONCLUSION: THE STRATEGIC SYNTHESIS 2026-2030

"The Golden Window for Indian Maritime Leadership"

India's transition from a marginal player to a top-tier global shipbuilder is no longer a "future plan"—it is

an active industrial surge. By 2026, the convergence of Financial Moats, Green Technology, and

Sovereign Demand has created a unique "Goldilocks Zone" for investors and stakeholders.

1. THE ROl MULTIPLIER

Shipbuilding is the ultimate economic engine. For every X1 Crore invested in Indian shipyards, the

economy realizes:

e 1.8xin direct economic output.

e 6.4x in employment generation (across 50+ ancillary industries like steel, electronics, and Al).

e $75 Billion in potential annual savings by reclaiming the "Freight Drain" currently paid to foreign

flags.

2. THE COMPETITIVE ARBITRAGE

India’s value proposition in 2026 rests on a Low-Cost/High-Tech model that China and Korea cannot

easily replicate:

e The Labor Edge: Technical labor costs remain 25-30% lower than East Asian rivals.

e The Digital Leap: By skipping legacy systems, Indian "Smart Yards" are using Al/IoT to achieve

turnaround times (TAT) that are 20% faster than the global average.

e The Green Advantage: India is not just catching up; it is setting the standard for Hydrogen and

Ammonia bunkering in the Indian Ocean.

3. SUMMARY OF KEY TARGETS (2030)

. Status Target .

Target Metric Strategic Value

(2020) (2030)
Global Market

<1% 5% Entry into the Global Top 10.
Share
Local Content

20-30% > 60% Total industrial self-reliance.
(MLC)

Drastic reduction in national logistics

Inland Cargo Share 2% 5%

costs.
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. Status Target .
Target Metric Strategic Value
(2020) (2030)
Green Fleet Share 0% 30% Leader in the EU-spec export market.

THE "NOW OR NEVER" WINDOW
The IMO 2027 Regulatory Cliff and the global Fleet Replacement Supercycle have created a capacity

shortage in traditional shipbuilding nations. India has a 4-year window (2026—2030) to capture this

overflow and cement its position as the world's most reliable "Green Shipyard."

Final Thought: "In the 20th century, the world's goods moved on ships built in the West. In the early 21st,

they moved on ships built in the East. By 2030, the world’s green goods will move on ships built in India."
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THE NEXT FRONTIER:
BEYOND THE MARITIME
SHIELD

STRATEGIC INTELLIGENCE: THE 2026 EUROPEAN
SOVEREIGN RESET

While India secures its maritime future, a much larger, multi-decade structural shift is taking place in
Europe. Driven by the collapse of a 30-year era of systemic negligence, the European industrial core is

undergoing a mandatory, legislated rebuilding of critical infrastructure that cannot be delayed.

THE CENTURY OF CYCLES

Growth is born of blood and negligence. 2026 is the next entry point.

"History is a pendulum that swings between periods of extreme negligence and violent correction. Every
'‘Golden Age' of growth was preceded by a period of chaos that forced a total structural reset. 2026 is

rn

legally and Geopolitically 'Un-stoppable’.

Crisis Year||The Turbulence / Negligence The Decadal Growth Story

1914 Collapse of First Globalization  [|1920s Industrial Boom: Aviation & Chemicals
1945 WWII ends The "Economic Miracle": 20-Year Growth
1989 End of the Cold War The Digital Era: Consumer Tech Dominance
2026 Systemic Atrophy & Trade Wars ? - The Decadal Sovereign Reset

STRUCTURAL ALPHA: THE LOGIC OF CERTAINTY

e Mandated Demand: Unlike consumer cycles, this growth is legislated. Sovereign mandates have
reached a "point of no return," forcing capital into this sector regardless of broader economic

volatility.

e Decadal Supercycle: A 10-year "Sovereign Catch-up" phase. The vacuum created by decades of

underinvestment requires a mandatory rebuilding of industrial infrastructure.

e The 80/20 Filter: This research bypasses market noise to pinpoint the structural segments

capturing 80% of mandated capital inflow—the high-conviction path to wealth compounding.
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INSIDE THE 111-PAGE FULL STRATEGIC BRIEFING

1.

The End of the Legacy Paradigm: Analyzing the vacuum created by decades of underinvestment

and the resulting surge in multi-decade industrial demand.

The Sovereign Counterparty Advantage: Exploring the "Gold Standard" of demand certainty

provided by government-backed contracts and decadal growth tranches.

New Tech & Higher Investment: Mapping why legacy financial benchmarks are obsolete and

identifying the new fiscal requirements for a chaotic era.

Perpetual Demand Model: How multi-decade neglect has created a new standard of long-term

financial visibility and structural certainty.

The Fortress Supply Chain: A deep dive into onshoring critical materials and reducing external

dependencies to build local manufacturing bases.

The Tech Convergence: Identifying the winners in Agentic Al, autonomous decision-support, and

attrition-scale manufacturing.

Sector Multiplier Effect: Analyzing how breakthroughs in the high-tech vanguard drive

innovation, job creation, and national productivity gains.

Redefining ESG for a New Era: How security is being reintegrated into ESG frameworks as a

prerequisite for sustainable democratic values.

Navigating Growth Cycles: A strategic framework for identifying underlying legislative and

budgetary drivers over short-term headlines.

DO NOT WAIT FOR THE HEADLINES.

By the time this sector becomes the lead story on the front page of the Financial Times, the decadal alpha

will be gone. Secure your access to the 111-page strategic briefing today.

[ VIEW STRATEGIC BRIEFING: EUROPEAN RESILIENCE 2026 ]
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