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Main parts of the supply chain affected
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Impact assessment of the fuel price increase on
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Methodology

Short term prediction model based on 2017-20 time
series estimates per fishing fleets

« Two baselines calculated:
« B1:2017-2019 average;
« B2:2019-20 average based on 2019 costs structure and

2020 forecast

e Three scenarios simulated for each baseline

« 31 UK fishing fleets are covered in the model

Main model assumptions:

Income forecast is associated with effort assuming the
same LPUE and avg. price as in baseline year

Catch composition for income modelling is fixed to 2019

Non fishing incomes are excluded from modelling and
calculations of main economic indicators

All costs items are fixed except effort, effort related
costs variables and income

Effort and fuel costs are modelled at a monthly basis
using baseline effort by month in kwDas

Model & definitions: Area VIIA demersal trawl

Maodel variables

Crew share

Aug. OAS per vessel

Aug EWDAS per vessel

LFUE, kglkwday

Avqg. Fish price [Eftonne]
Fuel consumption per KwDAS (1)
Fuel price”

Cther fishing costs, EfkwDAS
Wessel costs [£'000] [fired per vessel] i
Total capital & financial costs [£000)
Employment [FTE] per per kw DAS

L B B . B |

Mumber of vessels

Forecast per vessel

Bi: 2017-

14.5

Baseline

(2017 -2019

avg.)

2019 B2: 2019-20
parameteris parametrisat
ation on
282 272
136 " 126
44008 " 44 503
.86 " 231
2,093 U =TT
247 T oz
£0.51 " fn4s
15 12
1032 " 1eT

16.5

Baseline

[2019-20)

51

1.00
037
037

1.00

52

100
0.ar
0.ar

1.00

53

100 Crew share iz based on walue of landings as non fishing
0497 Evolution of effort in Days at sea and kwDas is the san

0.ar

117

Fuel price is modelled in the assumptions page

Employment [FTE] 358 259 347 2.51 347 2.51 347 2.51
Fishing Income [£°000] 3553 2867 3449 27833 3449 2783 1033 3255
r r
Fuel costs [£'000] b4.8 136 aa.r o686 To E&.7 Fen E3.7
Crew share [£'000] 100.5 TE0 Tk TH.TE arE Th.8 1141 536
Cither Fizhing Costs [£7000) EE.0 61.3 E4.1 44.76 E4.1 438 E4.1 LER
Wessel costs [£'000] 8.2 1167 10a.2 11g.70 8.2 1167 10a.2 6.7
Total Operating Costs [£°000) 3306 2956 3606 32808 4289 31095 35942 32379
Total capital & financial costs [£'000] 145 165 4.5 16.50 145 165 4.5 6.5
Gross ¥alue Added [£°000]) 1252 691 #1.9 26.01 99.55 13.14 157.98 0.
Operating Profit [(£'000) 24.7 -89 -15.7 -49.76 197 -32.62 1387 1.70
Net Profit [£°000] 10.2 -25.4 -30.2 -66_26 -12.50 -49.12 29.41 -14_80
Est. mazimum Fuel price to break even £0.56 £0.20 £0.56 £0.20 £0.96 £0.54
Modelled mean fuel price £0.85 £0.86 £0.68 £0.69 £0.683 £0.69
Fuel costs as ¥ of fishing income 152 172 26 i 21 265 18 21

Total fleet indicators:

Scenario: Baseline (201 Baseline (201 B1-51

Total income For Fleet (£ millio 414 258 4.02 250 402 250 47 293
Total G¥A [£ million) 1467 nE2 e 023 116 033 184 081
Total operating profit [£ millio nza " -0.08 s " -0.45 0.0z -0.29 051 0.0z
Total net profit (£ million) niz" 023 035" 060 015 -0.44 034 013
Total emplosment [FTE] 42" 23 4" 23 41 23 41 23




Metho dOlogY Model & definitions: Area VIIA demersal trawl

B1: 2017-
2019
parameteris para
ation

013-20 51 g2 53

Model variables

Crew share 28 . 1.00 1.00 100 Crew share is based on value of landings as non fishing
| n d i CatO rS u S e d for p a ra m etri Sati O n Aug. DAS per veszel : 136 : 126 047 0.Aa7 087 Ewolation of effort in Days at sea and kwDas iz the san

Aug. kwWDAS per vessel 44,003 44,503 037 0A7 0A7

LFLUE, kgfkwday T s " 351

Auvg. fish price [EMtonne] i 2,093 " 1943 1.00 1.00 117

Fuel consumption per kWDAS[) 7 247 " e

Fuel price” i £0.51 " 048 Fuel price is modelled in the assumptions page

Other fishing costs, EfkwDAS 15 12 1 1 1

Wesgzel costs [£'000] [fired per vessel] i 109.2
Total capital & financial costs [£'000] 145
Employment [FTE] per per kw DAS

1 1 1
1 1 1

Baseline
[(2017-201a
avg.]

Baseline
12019-20)

3.58 2.59

3553 286.7 3255
el costs (£7000] 543 495 E27
Crew share [£000] 005 720 e 7576 97E 758 141 82E
. . . Oither Fishing Costs (£000] ER.0 B3 641 4378 &4 433 &4 433
ECO nomic in d icators are simu | ated as avera g e p e Yessel costs [£000) 109.2 6.7 109.2 .70 109.2 6.7 109.2 £.7
Total Operating Costs [£°000) 3306 2956 3606 328.08 34289 310.95 359,42 32379
VESS el Tatal capital & financial costs [£000] U5 165 15 16.50 U5 165 U5 ES
Gross Yalue Added (£'000] 1252 69.1 81.9 26.01 99,55 FERTY 157 98 0.31
ating Profit [£°000) 247 89 -15.7 4976 197 -32 62 43.87 170
Met Progit (£7000) 0.2 -25.4 -30.2 -66.26 204 -14.80

\Es . imum fuel price to break even £0.56 £0.20 £0.54

wuel price|  £0.85 £0.86 £0.69
Fuel casts az % of fishing income 15 B e Al 21 26 18 21

Total fleet indicators:

Outputs are Calculated based On averages prOduce Scenario: Baseline [201 Baseline [201 B1-51 B1-52 B2-52 Bl-a2
. . 4| Total income for fleet [£ millioy b
and average number of vessels in the baseline year{ou ava e mion W o ow w o
etal operating profit [£ million 0.23 -0.03 018 -0.45 0.0z -0.29
Total netpeafit [£ million] niz" -0.23 035" 0G0 05" -0.44
Total emplogment [ " " "




Scenario definitions

In all scenarios for modelling purposes we assume that the
effort of all the fleets will reduce by 20% in March and April
compared to baseline years in order to mitigate the fuel price
increase.

 Scenario 1 (pessimistic):

The average fuel price reach maximum of £0.90 in April and
remains at the same level till the end of the year. No other
changes expected.

e Scenario 2;

The average fuel price peaks in April at a level of £0.90 and goes
back to £0.68 in May (or 50% above the average price in 2027).

* Scenario 3 (optimistic):

The fuel price evolution is as in scenario 2, plus prices increase
by 30% for cod and haddock and 20% for hake compared to
baseline years.

Fuel prices modelled
Scenario 1 Scenario 2 Scenario 3

2021 averageprice £ 045 £ 045 £ 0.45
January £ 053 £ 053 £ 0.53
February £ 059 £ 059 £ 0.59

March £ 084 £ 084 &£ 0.84
April £ 090 £ 090 £ 0.90

May £ 090 £ 0868 £ 0.68

June £ 090 £ 068 £ 0.68

uy £ 090 £ 068 £ 0.68
August £ 090 £ 068 £ 0.68
September £ 090 £ 068 £ 0.68
October £ 090 £ 068 £ 0.68
November £ 080 £ 0868 £ 0.68
December £ 090 £ 068 £ 0.68
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Results

Economic viability of the UK fishing fleets has In the worst-case scenario of the most recent baseline

been affected by the pandemic in 2020, 2/3 of the fishing fleets might not be able to cover

therefore fuel price increase would drive more operational costs by income.

fleets to operational losses when the most

recent economic performance baseline is In the optimistic scenario (B2-S3) almost half of the

used. fishing fleets operating profit might drop to negative
values.

. GVA and operating profit within fleet . GVA and operating profit within fleet

segments (baseline 2017-19) segments (baseline 2079-20)

20 20
15 15
10 g 10

5 5 4 4 4

3 3 3 5
-
0 0
Number of fleets with negative GVA  Number of fleets with negative op. Number of fleets with negative GVA  Number of fleets with negative op,..
profit. profit. Seafigh

m Baseline (2017-19) mB1-S1 mB1-S2 B1-S3 W Baseline (2019-20) mB2-S1 mB2-S2 B2-53



Results (UK fleet totals)

Estimated drop of UK fishing fleet GVA (due to
increase of fuel price) is 16-24% compared to 2019-20

baseline years.

Pelagic fishing fleet is the main contributor to overall
UK fishing fleets GVA (by 43%) and operating profit (by
65%), therefore if that fleet is excluded from
calculations overall operating profit of the rest of UK
fishing fleets might be negative.

L L
2019-20 B2-S1

lowest levels in 2008-2020.

% change compared to baseline

Operating profit
Employment (FTE)

GVA
Operating profit

Employment (FTE)

447.79
209.39
6,138.64

252.68
71.37
5924.72

339.78 376.56 406.41

109.04 145.82 167.36

593991 593991 5,939.91
Without pelagic fleet:

163.11 195.21 225.06

-12.30 19.79 41.33

5,732.59 5,732.59 5,732.59

-24%
-48%

-16%
-30%

Overall GVA and operating profit estimated for all
scenarios (pelagic excluded) might drop to

Employment is modelled depending on the effort,
therefore the evolution of employment is as for
effort.
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Re SultS (bY fleet group s) Number of fleet segments;_xtnith negative operating
profits

Nephrops trawlers, beam trawlers and scallop 2
dredgers are expected to be affected the most by
modelled scenarios. Only 2 segments in this group
of 12 segments are expected to retain positive

operating profits.

7

6
4
3

2
Passive gears using fleets expected to be the least
affected by the fuel price change, as fuel costs in this [] [] I I I I [ II I
group of segments normally lower as a share of total Nephrops Demersal ~ Beam  Scallop  Passive  Others
costs and income. However larger (>10m) Longliners trawlers - trawlers - trawlers - dredgers  gears
are expected to experience operating losses.

O = N W 01O NN 0 © O

m Baseline (2019-20) mB2-ST mB2-S2 mB2-S3  Total number of fleets

Operating profit estimates modelled by fleet
ﬂ % change compared to baseline
2019-20 S1 S2 S3

Nephrops trawlers 19 -733% -439% -399%

Demersal trawlers 24.2 -124% -77% 2% >100% change indicates
Beam trawlers 2.3 -629% -320% -320% that fleets total

Scallop dredgers 5.1 -169% -105% -105% operating profits under
Passive gears 40.0 -45% -28% -24% scenario turn to negative
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Results (fuel price sensitivity)

Break even fuel price ranges by fleets in the scenarios

| analysed
Break even fuel price 3.50
ranges show sensitivity of
some of the fleet segments 3.00
to price fluctuations and
2.50
reveals that some fleets
are on the edge of .
profitability if the price s
Increases over 68p per litre g 150 I
(@
O]
S M i |
i =1 1" s
| ! |
050 i I I F - B u ! I
. ] -
Break even price shows at -
Nephrops trawlers ~ Demersal trawlers Beam trawlers Passive gears Scallop dredgers

what level of the fuel price

operating profit would be O. (0.50)

Baseline (2019-20) B2-S1 B2-52 B2-S3
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Summary

« The UK fishing fleets economic viability was
significantly affected by the pandemic, therefore
fishing fleets economic performance is more
sensitive to fuel price increase when using 2019-20
baseline years for the parametrisation.

« |If the fuel price remains at the highest level of £0.90
per litre (S1), 2/3 of fishing fleets might drop to
negative operating profits and won't be able to cover
their operating costs.

« Even more fleet segments would not be able to cover
capital and financial costs as net profit indicator was
not presented in this analysis.

Reduction of the fuel price to £0.68 per litre after shock
in March-April (S2), would help 4 demersal fleet
segments to keep fishing operations profitable.

« While increase of whitefish prices (S3) is expected to

improve economic situation of 2 additional demersal
fleet segments.

Nephrops trawlers, beam trawlers and scallop dredgers
are the most vulnerable fleet segments. In all modelled
scenarios only two fleets, in this group of 12,
operations remain profitable. Some of these fleets, e.g.
scallop dredgers might be even more affected if price
for luxury seafood goes down due to reduction in
customers purchasing power.
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Notes

« This modelling exercise is performed to conduct scenario analysis comparing those with baselines, without
iIntention to provide precise predictions.

« Possible operational changes, such as fishing closer to the coast to save on fuel, reduction of repair and
maintenance costs and reduction of the crew share to compensate increase of fuel costs were not modelled in
this exercise.

« Other factors affecting economic performance of the fishing fleets, such as availability of quota and fishing
rights for 2022, stock abundance and status were not considered at all.

« Operating profit indicator presented in the analysis covers only variable and some fixed costs, however capital
costs, such as interest paid and amortisation of the capital as well as financial costs are excluded from the
analysis.

« The accounts collection for 2020 is still undergoing, therefore 2020 costs estimates are based on 2019 costs
structure. The model could be potentially updated when new fleet economic estimates for 2020 with the
forecast for 2021 are available.
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Potential impacts on processing sector
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Potential impact on processing
sector

« Processing sector is operating on a very low
margins. Demersal fish processors in 2018 had
2.9% operating profit margin, while their raw
material costs compared to total income reached
72%.

« |f raw material costs increased by 20-30% for
demersal fish processors, their operating profit,
net profit and GVA margins would drop to
negative (margins in orange minus estimated
impact on raw material costs in blue).

« Processors might try to increase seafood
products prices and pass raw material costs
iIncrease to the consumers. But with a decrease
of consumers purchasing power due to inflation
and global oil price/gas increase consumers
might shift to lower price proteins, such as e.q.
chicken and pork.

Sites

Full Time Egquivalent (FTE) Jobs
Total Income (K}

Raw Material Costs (M)

Raw material costs as % of income
Grozs Value Added (GVA) (M)
Operating profit (M)

Met Pretax Profit ("M}

GVA margin, %

Operating Profit Margin, %

Met Profit Margin, %

Additional costs as % of Income if raw

material costs increased by 20%

Additional costs as % of Income if raw
material costs increased by 30%

Demersal fish Mixed fish

Processors processors
o onis ¥ o0
60 170
1,108 12,596
294 2,680
213 1670
72% 62%
41 708
8 197
3 295
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Arina Motova
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