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WEATHER WINDOWS
AND UNGHARTED
WATERS

Editor-in-chief Martin
H. Redmayne says that
after an unprecedented
year for incidents
involving superyachts,
owners might choose
different times of the
year to go cruising

or explore remote
locations.

BY MARTIN H. REDMAYNE
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EDITOR'S LETTER

observer on Instagram - because I

suppose it’s what I do. It’s like being
a yacht spotter albeit with a bit more
knowledge or understanding of what is
really happening in the market. But as
an observer of superyachts for the past
35-plus years, with some time on board
prior to this, I've never witnessed such
an eventful year when it comes to drama-
tic weather and superyacht incidents,
especially in the Mediterranean.

Fires on board, in shipyards and in
marinas, vessels hitting rocks, beachings
and groundings, big yacht collisions,
bumps in marinas and, of course, sig-
nificant sinkings have all made the
headlines, the social-media pages and
been the subject of many expert debates
and much amateur speculation.

Many of these incidents have been
caused by significant weather systems,
ranging from excessive heat in lazarettes
that may have led to overheating poorly
stored batteries all the way to significant
storms that have blown up in Formentera,
Ibiza and Greece - and obviously the
most recent devastating one in Sicily.

When we add into the mix the variety
of groundings and navigational incidents
that seem to have been relatively com-
monplace, and where weather wasn’t
involved, we have to ask ourselves what’s
happening out there because with all the
mini disasters, major catastrophes and
insurance nightmares, you can expect
that owners, potential owners and charter
clients will start to ask questions.

If we look at the variety of accidents
and disasters, and perhaps focus on the
most high-profile event in Sicily, we
have to consider some facts and figures.
Every year we build several hundred
superyachts over 24 metres, many of
which are destined for Mediterranean
cruising, with safety and integrity at the

Ihave labelled myself @superyacht-

fundamental of design and engineering.

We hire, train and employ tens of
thousands of crewmembers who have
been through a series of mandatory
training programmes to ensure they
should know what they are doing when
things go wrong. We have insurance
policies, surveyors, yacht managers
and regulators who work together to
ensure that yachts are operating safely
and securely in open waters. We have
navigational instruments, sonars,
weather routing and reporting that are
typically installed on the vast majority
of superyachts in order to plan the best
cruising pattern and conditions.

However, if there’s a submerged rock
or shifting sand bar that hasn’t been
correctly mapped or updated. and if a
storm blows up within minutes due to
moisture-filled skies, winds and warmer
than typical water temperature - these
are some of the unexpected factors that
cause chaos for anyone at sea.

Nature is more powerful than anyone
can design or build for, and climate
change has without doubt impacted
the shifting sands and weather systems
that we've witnessed over the past few
years in the Med and maybe, just maybe,
seamanship and real ocean experience
may not be what it used to be.

Based on the facts that will come
out of the various incident investi-
gations, there will be some major recom-
mendations and updates to rules, regu-
lations and training curriculum, this
we can be sure of, but we may also see
owners and their guests choose different
times of the year to go cruising or explore
unique locations, when the weather
systems are less unpredictable or more
stable. Greece in October is absolutely
beautiful, and Formentera in May is
stunning ... and, just saying, without the
crowds of tourists. MiR
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US market
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Seabornin
the USA

With a presidential election looming, we dissect the
American superyacht market, its current economic
trends and the latest wealth data to determine the
health of the market across the Atlantic.
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BY CONOR FEASEY

s the old adage goes, ‘If you can’t
Abeat them, jointhem’.Inyachting,

however, it might be more fitting
to say, ‘If you can’t build one, buy one’.
With US shipyards struggling to keep
pace with their European counterparts,
American ultra-high-net-worth indivi-
duals (UHNIs) have shifted their focus
to Europe - not to compete but to invest
in the best. And without their influence,
the landscape of our industry would be
unrecognisably different.

The United States has long been a
cornerstone of the global superyacht
market, a trend that has only intensified
in recent years. North America con-
tinues to hold the title of the world’s
largest wealth sector, with the UHNW
population in the region expanding by
11.9 per cent in 2023 to 161,280, according
to Wealth-X World Ultra Wealth Report
2024.

This growth outpaced gains in Europe
and Asia, increasing North America’s
share of the global ultra-wealthy demo-
graphic to 38 per cent. Collective net
worth in the region also surged by 11.7
per cent to $18.6 trillion, bolstered by a
surprisingly resilient US economy and
double-digit equity returns, particularly
from the so-called ‘magnificent seven’
mega-cap technology stocks.

Simply put, the American superyacht
market has always been the largest and
remains a significant source of owners
and guests, but the upcoming US election
presents a new wave of uncertainty.
Furthermore, shifts in global wealth,
geopolitical tensions and other potential
political changes may reshape the
industry in the coming years. So what
does the changing economic landscape
and the prospect of revitalised leadership
mean for the US sector?

Within this context, Miami has
emerged as a prominent financial hub
- it’s not all Hawaiian shirts and Tom

US REPORT

Selleck-esque moustaches, but a place
where deals are done. The city now
ranks 24th on the Global Financial
Centres Index and seventh among North
American cities, and its rise as a financial
centre has been driven by an influx of
hedge funds, private-equity firms and
international banks, drawn by Florida’s
favourable  economic environment
compared to traditional financial centres
such as New York and California.

“During Covid, there was a noticeable
migration of businesses from other states
to Florida, driven by a combination of
factors,” explains Erin Ackor, partner at
Miami-based law firm Moore & Co and
president of the International Super-
yacht Society. “One significant reason,
in my view, is political. Florida is run
by a Republican governor, which led to
policies that were quite different from
those in states governed by Democrats.

“For instance, New York took a very
strict approach to lockdowns, which led
many people to reach a point where they
felt enough was enough. In contrast,
Florida’s approach was much less
restrictive. Businesses and individuals
were attracted to Florida because child-
ren were back in school within six
months, and people were allowed to be
outside, unlike in some states where
even outdoor activities were heavily
restricted.”

There’s also a sizeable tax difference
between states. Some have a state
income tax, while Florida does not.
This creates a very favourable business
environment because not having to pay
state income tax can save businesses a
substantial amount of money. In New
York, for example, businesses face not
just state income tax, but also local and
county taxes.

“People realised they could save
eight to 10 per cent by moving to states
like Florida,” adds Ackor. “It wasn’t just

Following the
Russian invasion
of Ukraine, the
resulting sanctions
have effectively
removed Russian
UHNWISs from the
majority of the
industry — leaving a
significant gap that
North American
buyers have been
quick to fill.
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Florida, though. A lot of companies also
moved to Texas, Tennessee and other
Republican-run states with zero state
income tax. Miami, in particular, is very
vibrant with a diverse mix of people,
including many wealthy individuals with
the resources to buy yachts. The favour-
able tax environment combined with
the beautiful surroundings makes it not
just a place to do business, but also a
desirable lifestyle.”

In light of this burgeoning financial
prominence of Florida, our industry
is poised to benefit, particularly as the
beating heart of the superyacht industry
lies but a train ride away from Miami.
Often hailed as the ‘Yachting Capital of
the World’, Fort Lauderdale’s renowned
yachting infrastructure, combined with
the wealth influx into Miami, presents
sizable prospects for the industry.

“The US is an incredibly important
market. It’s a crazy market, particularly
at the moment,” says Jonathan BecKkett,
CEO at Burgess Yachts. The brokerage
recently opened a new office in Miami’s
Brickell area, also known as Wall Street
South, in a bid to seize opportunities
for new and existing owners in the
region. The firm’s move to the city’s
financial district to set up shop in a
building that also houses tenants such as
JPMorganChase and Boston Consulting
Group follows the relocation of several
hedge funds and tech companies.

“Of course, there is a bit of trepidation
in the US at the moment regarding the
election, which happens every time,”
adds Beckett. “But that will be relatively
short-lived and once the election is over,
the market will move again. When you've
been in the business for a long time, you
simply factor [in] instances like this.”

Robb Maass, attorney at Alley, Maass,
Rogers & Lindsay, adds, “Jonathan sees
strength in the US market from a personal
perspective. I think he’s refocused
Burgess, not by moving away from
Europe but by putting more resources
and attention on the US market, which
is just logical. We are an extremely
wealthy country, not just in terms of
average wealth, but also in terms of the
individuals who have the resources to
buy large yachts and are inclined to do so.
There’s a lot of wealth in other countries

>
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Luxury asset ownership among the
UHNW population that is North American

Number of UHNW individuals by archetype for every 100 UHNW owners
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entrepreneurs executives inheritors population (others)

Note: Planes/jets and yachts worth a minimum of US$5M. Ownershop of jets can be either full or
fractional. The data represents the whole UHNW population, taking into account luxury asset ownership
and the size of each cohort.

Source: Wealth-X, an Altrata company, 2023.

but people aren’t necessarily as prone to
buying large yachts as we are, and that’s
something more and more businesses
are starting to recognise.”

Miami not only holds significant
concentrations of wealth, but also serves
as a cultural luxury epicentre, where it’s
more a way of life than a commodity. For
brokers, this concentration of affluence
presents a golden opportunity, and
in a market where relationships are
paramount, understanding the geo-
graphic and cultural nuances of wealthy
enclaves is vital.

Over the years, the distribution of
UHNWIs has shifted significantly across
the globe. In 2005, Europe was the
dominant region, housing the largest
proportion of the world’s wealthiest
people. However, by 2023, North America
had gradually overtaken Europe and
is expected to solidify its position as
the primary hub for UHNWIs by 2028.
The region is currently maintaining its
lead, with the number nearly doub-
ling from 81,700 in 2017 to a projected
161,280 this vyear. This substantial
increase points to a favourable economic
environment, particularly during the
Trump administration, where economic
policies significantly benefited the ultra-
wealthy, leading to accelerated wealth
accumulation.

Asia has also been on a rapid upward
trajectory. Although Asia’s share of the
global UHNW population was relatively
modest in 2005, it grew significantly by
2023. Projections for 2028 suggest that
Asia will see wealth concentration levels
similar to North America’s. Asia’s UHNW
population is also expected to climb from
59,900 in 2017 to 110,600 this year.

On the other hand, Europe is exper-
iencing a relative decline. Although
it remains an important market, the
region’s share of the world’s ultra-
wealthy is shrinking by comparison.
Europe is expected to grow from 64,400
UHNWTIs in 2017 to 111,500 this year,
reflecting a stable, albeit slower, eco-
nomic expansion compared to North
America and Asia.

The broader geopolitical landscape
has further tilted in favour of the
American market following the Russian
invasion of Ukraine. The resulting sanc-
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In tandem with the
highest number of
UHNWISs, the US
leads in ownership
too, with 23.6

per cent of the
world’s superyacht
owners residing

in America as of
2023.
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tions have effectively removed Russian
UHNWIs from the majority of the
industry - leaving a significant gap that
North American buyers have been quick
to fill. The exodus of Russian superyacht
owners has also led to their share taking
up 8.1 per cent, down from 9.1 per cent
last year. As a result, Russian ownership
has not only decreased but the nation’s
influence in the global superyacht market
has also waned, further enhancing the
US’s dominant position.

Wealth-X data confirms that this
shift has bolstered the US market. This
reallocation of wealth presents both
opportunities and challenges for the
industry. On the one hand, American
buyers are stepping up to fill the void left
by Russian clients, continuing to drive
demand. On the other, brokers must
grow and understand a slightly new
landscape, where both traditional market
dynamics have shifted and expectations
of buyers have evolved. Understanding
these nuances will be key to capturing
the emerging opportunities in an already
competitive market.

2017 2018 2019 2020 2021 2022 2023 2024

“The market has changed drama-
tically, and global wealth has increased
significantly, says Maass. “This trend
is expected to continue, with wealth
continuing to rise worldwide. However,
it doesn’t follow a straightforward
upward trajectory, it’s more like a roller
coaster, with peaks and valleys. But
overall, the trend remains upward, and
that translates to more people being in a
position to purchase large yachts.”

Some in the industry have been more
affected than others. Beckett explains
that the loss of that demographic landed
a weighty blow to Burgess, with the
company losing 20 to 25 per cent of its
clients seemingly overnight. “It’s about
working harder in those markets,” says
Beckett. “Butthisisone ofthe reasonsI’'ve
gone to America: to rally the troops and
perhaps recruit more people committed
to making a real impact over here. The
harder you work in the marketplace, the
more success you have.

“As a broker, understanding the
nuances of different cultures and people
is key. For instance, Americans tend to
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Comparative number of unique shipyards in the
US compared to the rest of the world

No. of
Uc(i]qrgi B unique Us shipyards Unique global shipyards (exc. US)

100 — 96

85 88 g7 88 FORMER PRESIDENT
8 g TRUMP ADMINISTRATION
80 —
73
67 67 62
62
61
o 57 57 54 57 o6
54 . 51 51 55 g
40 —

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 201 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

A unique shipyard is defined as a shipyard to make at least one delivery in that calendar year.

Cumulative number of annual deliveries of the four
most prominent US shipyards since 2000

No. of Palmer Johnson Yachts Trinity Yachts Delta Marine Westport Yachts
deliveries
140 —
In terms of the US fleet delivered 131
since 2000, Palmer Johnson
120 — Yachts and Trinity Yachts have
been dominant players. However, it
should be noted that both builders ) )
100 — ceased operation in 2016 Westport continues to be the main
’ contributor to the US fleet, delivering
an average of five yachts a year
80 since the turn of the century.
60 —
44
40 —
36
24
20 —
0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 201 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023



be more enthusiastic about doing deals.
They typically have more of a hunger and
an appetite for closing a deal, and like
credit. Europeans, on the other hand, are
more cautious when approaching a deal
and also tend to shy away from financing
ayacht.”

Therefore, in tandem with the
highest number of UHNWIs, it will
come as no surprise that the US leads
in ownership too, with 23.6 per cent of
the world’s superyacht owners residing
in the US as of 2023, an increase of 0.6
per cent from the previous year. The
country’s preference for larger vessels is
also on show, with an average length of
54 metres.

However, the prominence of American
owners hasn’t translated into a thriving
domestic new-build industry. The 1990s
and early 2000s were periods of growth
for superyacht shipyards in the US, with
builders such as Westport, Christensen,
Palmer Johnson and Trinity Yachts at
the forefront, delivering some of the
world’s largest and most highly
acclaimed boats. But by 2008, the
industry had hit the peak of its golden
age before experiencing a sharp decline,
largely due to the global financial crisis.

There was also a significant shift in
the euro-dollar exchange rate, which
at one point was close to 1.6. It’s now
around 1.12 but back then, European
builds were much more expensive for
Americans, giving US builders a price
advantage that’s since disappeared. That
shift completely changed the market.
“The American market at the moment is
the European market when it comes to
new yacht construction. More and more
Americans are entering contracts to
build boats in Europe,” says Maass.

“It’s much less of an American-
dominated world in this industry now.
We have very few yards still building
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large yachts, although we do have a
lot of production builders. In terms
of the number of boats built, if you
include everything from bass boats to
superyachts, we’re still number one in
the world, but when it comes to large
yachts, we're just a fraction of what we
used to be.”

Unlike other sectors that rebounded
a few years after the financial downturn,
the US new-build sector has struggled to
return to its former production levels,
with signs of recovery still elusive,
according to Superyacht Intelligence
data. By 2016, both Palmer Johnson and
Trinity Yachts had ceased operations,
and Christensen’s output had signifi-
cantly diminished. The high costs of
launching equipment and the geographic
challenges of American shipbuilding
further compounded the industry’s
decline, leaving US shipyards struggling
to compete with their European
counterparts.

The decline of American ship-
building aligns closely with broader
deindustrialisation trends seen across
the US. Since the mid-1990s, shipbuilding
in the US has diminished exponentially,
which has directly affected the
superyacht industry and is vividly
illustrated by the slump in deliveries
and the number of active US shipyards.
In 2008, at the peak of the market, US
shipyards delivered 34 superyachts with
a total length of more than 1,368 metres.
However, by 2023, this number had
plummeted to just two deliveries, with a
combined length of only 76 metres.

The drop in the number of active
shipyards from 16 in 2001 to just one
as of 2021 poignantly hits home the
dramatic contraction of the industry.
While Delta Marine continued to make
a small number of deliveries until 2020,
it hasn’t built a boat since, although it

>

15




US REPORT

Robb Maass, attorney,
Alley, Mass, Rogers &
Lindsay.

“I think American
manufacturers
could easily bring
in some European
talent but it’s very
difficult to establish
a new yard capable
of building boats
to the same quality
you see in Europe
overnight.”

is predicted to deliver a 44-metre yacht
in 2025. Westport continues to be the
major US shipyard, although production
has slowed, producing an average of
five yachts a year since the turn of the
century.

This trend is exacerbated by the lack
of subsidies and supportive economic
policies in the US, making it difficult
for domestic shipbuilders to compete
on a global scale. Some countries
continue to invest in their emerging
industries through targeted initiatives.
For example, the UK government has
launched a new financing plan to support
domestic shipbuilding, including yacht
and superyacht yards. The Shipbuilding
Credit Guarantee Scheme (SCGS) is a
key component of this effort, where the
government acts as a guarantor for up to
80 per cent of a shipping loan.

The US government has failed to
provide similar levels of support. The
Jones Act further complicates matters by
adding costs to US-built yachts, requiring
goods transported between US ports to
be carried on American-built, American-
owned and American-operated vessels.
This legislation has increased the cost
of transporting yachts within the US,
making domestic shipbuilding less
competitive.

“Now [that] European boats are less
expensive relative to American-built
ones, the decision of where you’re going
to build your yacht tends to be an easy
one,” says Maass. “If the euro rises, that
could change, and we might see growth
in the domestic market in America again.
But it’s unclear if that will happen. Once
these yards go under or are repurposed,
it would take a lot to regenerate that
manufacturing capacity.

“It also would take a prolonged
period of higher euro rates to make a
significant difference, but I don’t see
that happening any time soon. In a
world that’s increasingly volatile, the

dollar remains the refuge currency. In
fact, there’s more US cash, particularly
hundred-dollar bills, in circulation
outside the US than within it. Under
these conditions, it’s unlikely we’ll see a
radical shift in exchange rates.”

There’s also a prevailing belief
among some owners that European-built
yachts are of superior quality, which
has diverted attention away from US-
built vessels. This perception is then
reinforced by economic factors such as
the exchange rate between the euro and
the dollar, making European yachts more
financially attractive to potential buyers.

Changes in the tax code, particularly
those affecting income and luxury taxes,
can also deter potential superyacht
owners. Moreover, tariffs on imports to
the US increase the cost of materials,
pushing up the final price of a vessel and
making US-built yachts less competitive.
Maass vividly recalls a conversation he
had with Paolo Vitelli, founder of Azimut
Yachts, more than 30 years ago, just after
he acquired Benetti. “He said that his
dream, when starting out, was to build
more yachts than Broward.” A dream
that he has no doubt since achieved.

Maass adds, “US builders have had
to fight the perception that European
yachts are of a higher quality. Once that
perception exists, it takes a long time to
dispel, and right now, it’s not particularly
relevant because there aren’t many US
manufacturers prepared to compete
with European builders. I don’t want to
say there aren’t any. For example, Delta
is still building and they produce very
high-quality boats.

“It will be difficult fort he US builders
to come back. One of the problems is that
when you have such a significant drop
in capacity, your skilled labour goes off
into other industries. The knowledge
and experience gained from working in
a shipyard for 30 years is something you
can’t just replicate instantly.”
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European Dbuilders have been
doing well for decades, working with
subcontractors and suppliers who have
also been in the industry for a long time.
You can’t just snap your fingers and
recreate that. While importing talent
from abroad could be a solution to boost
the domestic market in the US, it’s not a
straightforward option.

“For instance, I know that some
Chinese builders have brought in non-
Chinese middle-management types to
assist with production, which is crucial
because they oversee the younger labour
force, and their supervision is probably
the most important factor,” says Maass.
“I think American manufacturers could
easily bring in some European talent
but, again, it’s very difficult to establish
a new yard capable of building boats
to the same quality you see in Europe
overnight.”

Although the current state of the
American new-build sector remains
bleak, there are ways for the industry to
reverse the decline. The simplest step is
to communicate and show the market
the quality of vessels that American
builders produce. But to truly revitalise
the industry, stakeholders need to
take collective action and advocate for
legislative changes that will support the
sector to make it happen - and with the
US election looming, that opportunity
could be on the horizon.

The upcoming election adds an
extra layer of complexity to the fabric
of the American market. Initially, many
around the world anticipated a return
of Donald Trump’s presidency because
the polls seemed to favour the former
businessman over current President Joe
Biden. However, with Kamala Harris
now the Democratic candidate following
Biden’s decision to step down, the
landscape has dramatically shifted.
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“What I'm observing in my practice
is a definite slowdown as we approach
the election,” says Ackor. “Now there
are likely several reasons for this. The
wars in Europe, particularly the conflict
between Ukraine and Russia, and the
situation in the Middle East with Israel,
are certainly not helping. These events
are understandably unsettling. Then the
uncertainty surrounding our political
landscape and the upcoming elections is
contributing to this slowdown.

“When Trump was leading by a
significant margin, things seemed to
stabilise somewhat. But now, with so
much uncertainty, people are holding
off. It’s very clear to me that transactions
have slowed but I don’t think it’s because
people lack the money. It’s more that
they want to see what’s going to happen.”

The economic policies of Trump’s
presidency had notable effects on
the wealth of the industry’s primary
clientele, which in turn influenced the
superyacht market. Post-election, the
US economy experienced a surge in
business confidence due to expectations
of favourable economic policies under
the Trump administration, with the
Dow Jones Industrial Average rising by
4.2 per cent in just two months after his
inauguration.

A key piece of legislation from his
tenure was the Tax Cuts and Jobs Act
of 2017, which lowered the corporate
tax rate from 35 per cent to 21 per cent.
This was intended to stimulate economic
growth by increasing corporate profits
and encouraging investment. However,
it’s important to note that while these
tax cuts did benefit the wealthiest
individuals, the broader impact on the
economy was more modest.

In terms of what this meant for the
superyacht industry, this policy not
only boosted corporate profits, but also

“While I think
Trump has been

a disaster for
America, damaging
our international
reputation

and lowering

our standing

in the world,

from a yachting
perspective, he
likely represents a
better outcome in
the election than
Harris would.”
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led to increased stock buybacks, further
elevating share prices across the US.
It meant that many potential buyers -
who are, more often than not, business
owners or major shareholders - saw a
significant rise in their wealth, thereby
enhancing their ability to invest in, and
purchase, assets such as yachts.

There’s also a whole sector of young
people involved in the cryptocurrency
environment. Trump is, if not very pro-
cryptocurrency, at least supportive of it
and is also pro-deregulation, which
contrasts with the Biden-Harris admini-
stration which is much more focused
on regulation. We could speculate that
a Harris administration could still
support a new era of superyacht buyers
but marked by increased environmental
consciousness. However, the potential
for tax reforms and heightened economic
uncertainties is more likely to lead
initially to a more conservative approach
to spending, affecting how and when
UHNWTIs decide to invest in the industry.

There are also fears of what it would
mean for the supply chain and the
wider industry in the US if Harris was
to hike taxes. “I would be concerned
that businesses that feed into the
industry would be hit very hard by tax
increases,” says Ackor. “With increased
taxes and regulation, it becomes really
difficult to sustain a small business.
The superyacht industry feeds into so
many livelihoods, and that’s one of our
biggest strengths. The economic impact
we have on communities, especially in
South Florida, is massive, with so many
people working in the industry. If these
small businesses are taxed more heavily,
it would be a real challenge.”

For Ackor, more regulation and
higher taxes won’t help the situation. In
terms of what she sees in her practice,
from a purely economic standpoint,
a Trump administration would likely
lead to greater stability, a more vibrant
economy and more opportunities for
people, and with a booming industry
there’s more opportunity to innovate
and solve issues that the industry faces
in other areas.

“We don't know what Harris is
planning policy-wise,” says Ackor. “It’s
interesting because, in my opinion,
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“If Trump gets
elected again, I
think we’ll see a
boom. When people
see the economy
stabilising, it gives
confidence to

the markets, and
that’s where you
see the superyacht
industry
flourishing.”

[

Erin Ackor, partner,
Moore & Co and
president, International
Superyacht Society.

people are in a holding pattern. I have
many clients with boats for sale and
nobody is buying all of a sudden. This
seems to have started in the last two or
three months. There was also a bit of a
blip when Trump’s poll numbers shot up
and people thought he was going to win.

“Things seemed to normalise for
a while and we started seeing more
transactional deals come through. But
now, everything has stopped again.
When times are great, we have a busy
transactional department, and similarly,
when times are tough, we have abooming
litigation practice.” And the latter seems
to be the case at present, she says.

Ackor adds, “If Trump gets elected
again, I think we’ll see more of an
economic boom. When people see the
economy stabilising, it gives confidence
to the markets, and that’s where you
see the superyacht industry flourishing.
There’s more money being made. The
superyacht industry as a whole provides
significant economic support to so many,
and it’s important that we take this into
consideration.”

Maass reluctantly agrees, but only up
to a point. “I have mixed feelings about
this because while I think Trump has
been a disaster for America, damaging
our international reputation and
lowering our standing in the world,
from a yachting perspective, he likely
represents a better outcome in the
election than Harris would.

“However, even though this is my
business and my industry, I believe
there are other reasons why we should
be considering someone other than
Trump. It’s not all about the wallet. There
are intrinsic values that are extremely
important. I don’t believe in people
voting solely based on their financial
interests.”

Worldwide economic factors have
a part to play too. Recent stock-market
activity witnessed severe fluctuations,
which could be a cause for concern. In
early August this year, global markets
experienced a sharp downturn, largely
triggered by Japan’s decision to raise
interest rates, which led to the unwinding
of the yen carry trade — a strategy that
investors had relied on for stability.
This, combined with disappointing US




jobs market data, which showed much
weaker growth in non-farm payrolls
than anticipated, spurred fears of an
impending recession.

For yachting, this market instability
could have several implications. His-
torically, fluctuations in the stock market
have directly impacted the purchasing
power and investment behaviour of
UHNWTIs. Therefore, a prolonged period
of market volatility, such as the one we’re
currently seeing, could be another reason
leading to more conservative spending
patterns among these individuals,
dampening demand for yachts. The full
impact will depend on whether these
recent market disturbances mark the
beginning of a longer-term trend or if
they are primarily driven by short-term
factors.

“So far, however, at least for us, it
really hasn’t had much of an effect.
We’ve been involved in a number of very
large new builds this year. But what I've
always said is that buying a boat isn’t
necessarily about money,” says Maass.
“There’s always money out there. There’s
a tremendous amount of wealth in the
world, and a lot of it is still untapped
when it comes to the yacht market. What
causes a person to buy isn’t whether
they’re able to, but whether they’re in
the right frame of mind. It’s more about
psychology than ability. In times of
volatility or uncertainty, that mindset
can change.”

Regardless of the election and eco-
nomic volatility, Ackor maintains that
collaborating across the industry is
key, and tackling issues that face our
industry directly head on should remain
our focus. “Superyacht owners are Key,
and they’re generally very interested in
finding ways to be more environmentally
conscious,” she says.

“At the moment, we have a lot of
resources and superyacht funding, but
that will change over time. The US won’t

Regardless of the election and
economic volatility, collaborating
across the industry is key, and
tackling issues that face our
industry directly head on should

remain our focus.

always be the leader in yacht ownership.
Things shift globally, and there are many
owners in places like England, which has
a significant yacht ownership population.
We're also looking at emerging markets
like China, the Middle East and others.
But we need to figure out how to work
productively with these markets and
promote sustainability together. Yacht
owners are leaders and innovators and
have the wealth behind them to help us
effect change, including developing more
sustainable solutions for the future.”
Despite some trepidation, many
remain cautiously optimistic. Wealth is
expected to continue itsupward trajectory
and having navigated previous economic
storms, the industry is likely to follow
suit. As the brokerage sector expands
across the US, increasing exposure to the
benefits of yachting, the market stands to
gain from this momentum. And although
current economic and geopolitical factors
will continue to contribute to volatility
in the market, staying informed and

drawing lessons from past experiences
will all but secure the industry’s future in
the United States and beyond.

“This year is softer due to the
Americanelection, theelectionin France,
the war in Russia and Ukraine, and the
Israel-Gaza conflict. The economy in
Europe is also a bit shaky. But the US
and global brokerage sector is in a good
place, though it may not reflect the same
highs of the last two exceptional years,”
explains Beckett.

Maas concludes, “As the saying goes,
‘It’s the economy, stupid’. If people are
confident, they will buy. It’s a matter
of psychology. If the world calms down
a bit, people will buy more. But if we
end up with more regional conflicts,
especially in the Middle East, and if the
situation in Ukraine continues, those are
not good factors. So we have to watch
that. However, if you look at things
over a longer time horizon, I believe
the yachting industry still has a bright
future.” GF

All analysis was undertaken by our data and research consultants.
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Guest Column
by Nic Arnold

What are the multi-million-
dollar questions prospective
owners should be asking?

Nic Arnold, UK head of JTC Private Office, lists the priorities
that should be considered by anyone before they enter the realm

of yacht ownership.

Are there many other assets that have
the emotional draw of a yacht? Whether
it be a longstanding childhood dream,
the prize of many years of hard work or
the desire for an oasis away from the
prying world, these motivations connect
an owner to their yacht in a way that
happens with few other assets — bar,
perhaps, the business or ventures that
have often generated the funds required
to buy these expensive pinnacles of
wealth.

And here lies the rub. What can be
missed when bringing a superyacht
into an owner’s life is that while their
complexity, financial commitment

and propensity for risk is akin to the
operation of a business, the level of
strategic governance usually applied to
running a business is rarely applied to
superyacht ownership.

I'm not referring solely to the day-to-
day operation of the yacht which, with
an experienced captain and reliable
yacht manager, should be perfectly
manageable. It's the bigger picture that
often needs factoring into the decision-
making process before getting into this
mad, mad world of yacht ownership.

So what questions should a prospective
owner be asking themselves?

The questions should not only be
considered in terms of the operations of
the yacht, but also the complexities of
the world through which it will sail and
the nuances of the family into which the
yacht will arrive.

When it comes to the yacht's operations
and buying or building a yacht, the
fundamental question is: ‘Am | asking
the right question, of the right person, in
the right place, at the right time?”’

Prospective owners are busy people with
a myriad of other things to focus on and
sometimes do not equip themselves
with enough initial knowledge to ask

the right questions to challenge and
hold the people they are dealing with to
account in a way that will work for them
personally.

Depending on the situation, an owner
will be dealing with a wide range of
advisers: a yacht broker, ownership
structuring corporate service provider,
specialist yacht lawyer, corporate
lawyer, Flag state representative,
specialist VAT and customs tax adviser,
personal or family tax adviser, yacht
charter broker, yacht manager, the
captain, yacht crew employer and
consultant, local tax agents and

reporting representatives and yacht
insurance broker. If embarking on a
yacht build, the owner can add in the
shipyard, a yacht build consultant or
project manager and naval architect,
among others.

That's quite a list! And I list it to

make the point that there’s a lot of
information from a lot of people who
may cover multiple jurisdictions.
Yachting is a bespoke business. Even
with a production yacht, the way it's
going to be used and what the owner
wants to get out of the experience will
be unique to them. There really is no
one size fits all and, therefore, owners
need to ask themselves how they are
going to get what they need out of
these advisers and generate a feeling
for whether they are being told what
the adviser knows just because it's what
they know or that it's actually the right
answer for the owner.

Where to start? A prospective owner
should ask themselves if they are
buying a yacht capable of only being
funded and used by them. Or is their
dream to have something bigger that
requires chartering to third parties to
raise additional funds? Where do they
want to enjoy their yacht and how



much of the globe do they expect to visit
with it?

These fundamental questions will

drive the conversation on the yachting
experience the owner will have before
even getting to the question of yacht
design and functionality. If the owner
doesn’t know the answers, they should
keep talking and researching, and if
they think it will be a combination, they
need to understand up front what this
looks like as it will materially impact the
complexity of their arrangements.
Another part of the complexity of owning
a yacht is that it moves. This might
seem obvious, but it means that an
owner needs to look beyond the yacht
as to how it will function in the various
jurisdictions it will visit and consider the
complexities of the world through which
it will sail.

Whether choosing a home port, the
location for maintenance and refits,
cruising grounds or chartering locations,
it's important to ask the question: do |
understand the status of my yacht and
what this means in any given location?
The additional challenge is that rules
and attitudes change and so asking

these questions once doesn’t mean
they don't need to be asked again.
Many of these questions will relate to
taxation and the rules applied by the
yacht's Flag state. In particular with
taxation, cross-referencing the answers
received from multiple sources will help
guard against working with outdated or
incorrect information.

One might say that these
considerations are relatively technical
and manageable and can, to a certain
extent, be delegated to trusted advisers
within the family office or a family
consultant with the right knowledge.
However, questioning the impact of
bringing a superyacht into family

life speaks to the wider values and
characteristics of the owner and their
family, and one should consider the
nuances of the family into which the
yacht will arrive.

The ‘burden of wealth’ is a thing and

is generating questions around how
families interact with their wealth
more than ever as the tide of newly
generated capital starts to pass to the
next generation.

The ‘burden of wealth’ is a thing
and is generating questions around
how families interact with their
wealth more than ever as the tide
of newly generated capital starts to
pass to the next generation.
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Thinking through how the yacht will be
used — and who will enjoy it — will help
to make it a more sustainable asset
within the family. Is the new owner
assuming that it will be a popular
central meeting place for family
holidays and celebrations, whereas
the immediate impression of the next
generation is that it's an outdated
expression of planet-busting excess?
Would bringing the whole family

into the upfront decision-making on
choosing the yacht enable everyone to
come together in a middle ground? Or
does the owner have no expectation
of anyone using the yacht other than
themselves, counter to the assumptions
of the rest of the family? Yachts really
can bring a family together or create
cracks between them.

As a possession of passion, a yacht can
represent a heart-breaking asset on

the death of a family principal. Does the
next generation keep it, along with all the
running costs, as a nod to their parent’s
legacy? Or is the yacht sold immediately
as they never connected to it in the way
their parents did? Yachts are becoming
assets considered up front in this

way alongside the rest of the family’s
succession and governance planning.

So, in summary, | haven't thought to list
the questions an owner should ask in
order to challenge whether they should
have a yacht or not. Deciding to buy a
yacht isn't a particularly logical decision
in the first place. | merely seek to raise
awareness of the questions that should
be asked to ensure that bringing a
yacht into an owner's life is done with
as much governance as possible and
in a way that works for them personally
as the owner. This way the old adage of
the second-best day of an owner’s life
being the one they got rid of their yacht
can be a thing of the past. NA
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BY MARTIN H. REDMAYNE

lobally, the wealth numbers are
G consistently increasing and for

the past couple of decades we've
analysed the number of buyers/owners
in comparison with the number of
potential clients. The conclusion is that
we are still only scratching the surface.
The usage data also makes interesting
reading, where owners and their guests
potentially spending only 10 to 20 per
cent of the year afloat.

Looking at the evolution of our
industry, there’s still a fixation on the
billionaire category and the larger yachts
in the fleet (above 50 metres), but there’s
a very exciting and interesting market
between 24 and 40 metres. These are,
and always have been, the feeder sectors
to the market. Yes, there have been some
new UHNWIs jumping straight in at
60 metres-plus but it’s not a constant
flow. The majority of buyers seem to
move up the ranks from the entry-level
superyachts and grow with their wealth
and experience.

So the big question is: Where is the
market heading when it comes to buying
and owning yachts? Having discussed
the topic with various owners over the
years and met charter clients who have
decided that owning is not for them,
there’s a consensus among those with the
potential to buy that the capital required
versus the asset usage and the operating
costs doesn’t always add up.

One very well-known and experienced
owner explained that if you can’t use
your yacht for more than 10 weeks a
year, it’s wise to charter for those 10
weeks and remove any of the headaches
or distractions, and use your capital for
other things. Obviously, he’s right and
this is definitely one of our barriers for
the future. We’ve seen a variety of new
buyers jump into to the market over the
past few years during Covid, deciding
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that owning a yacht was a great idea;
safe, secure, private, a personal bubble
were the common terms. However, it
became apparent that some of those
buyers realised they had underestimated
the cost and the fact that it’s not always
straightforward to get on board and enjoy
their new toy often enough to justify the
CAPEX/OPEX.

Over the past two decades, we've
looked at the world of real estate and
private aviation, even the luxury
automotive sector, and the emerging
trend is actually not to own but to have
access with flexibility. There’s a new
generation of UNWIs and HNWIs who
may own their primary residence, or
perhaps two, but have recognised that
owning multiple properties around the
world is expensive and demanding, even
though their property may be a good
investment.

In conversation with an owner who
recently sold a dozen properties across
the globe, he realised he was employing
hundreds of staff and paying hundreds
of thousands in maintenance and
security per annum, but only staying in
each property for a few days or weeks,
leading to the decision to sell. The good
news is that he bought a large yacht and
is currently enjoying a round-the-world
tour for a few years.

If we look at private aviation, there
are about 300 smaller-body jets built
each year plus 20 larger private jets
entering the market from the handful
of builders. The majority enter operator
programmes such as VistaJet, Victor
and NetJets, where the market has been
driven by a demand for private air travel.

Customers and operators recognise
that the OPEX/CAPEX doesn’t make
sense and we’ve therefore seen a boom in
private travel because the model makes
more sense to a bigger market potential.

Buying access or hours of use when you
need to get from A to B has created very
successful business models and a market
dynamic where the assets are no longer
sitting on the tarmac because there’s
always customer who wants to buy time
on board.

The evolution of asset use, where you
no longer want to tie your capital up in
a large asset, is starting to make sense
and, by definition, offers more flexibility,
more access to multiple opportunities
and frees up cash to invest elsewhere. So
perhaps the future of yacht ownership
will start to evolve in the same way.

The numbers start to make sense
when breaking down and analysing the
yachting CAPEX/OPEX. A €20million
investment in a smaller semi-custom
superyacht with a €2million operating
budget, for a programme that delivers
10 weeks per annum of private use and
maybe six weeks of charter operation
at €100,000 per week becomes an
expensive operation. Those 10 weeks of
private use end up costing €140,000 per
week. Add in the capital cost and the
depreciation, plus other distractions of
management and crew, and this won’t
make sense for some buyers.

With over 400,000 UHNWIs and
many more HNWIs in the world today,
all of whom are changing their buying
habits and have a wide cross-section of
passions and pastimes, it’'s becoming
harder to compete with an asset class
that is never perceived as an investment
and tends to just cost more money than
you thought or were told.

Over the past few years we’ve done
some strategic research for investors and
owners on future models for ownership
and asset use. We have seen more
and more programmes emerge where
builders and investors are developing
shared-ownership programmes and




fractional offerings that deliver a smarter
approach. Essentially, less capital and
less cost for just enough use when you
need it.

Yes, these programmes tend to
be focused on the smaller end of the
superyacht spectrum, where a million-
euro investment can deliver access to
a 30-metre yacht for 25 per cent of the
usable time per annum, with a fixed
operating cost of only €240,000, but
when you do the maths, for those who
would typically spend €t10 million or
more on a 30-metre yacht, this suddenly
looks interesting.

If you look at yachts above 50
metres and apply similar numbers and
economics, it starts to look as though
a charter programme makes financial
sense. If there are 24 weeks of cruising
available and four owners with eight
weeks each (perhaps the average amount
of time some owners spend on board),
dividing the CAPEX of, say, €60 million
by four —it all starts to add up. €15 million
per owner, eight weeks of use, 25 per

cent of all operating costs (assuming €3
million per annum) for, say, an average
of five years, gives you €468,750 per week
of ownership cost. If you're the 100 per
cent owner and invested €60 million in
CAPEX and €15 million in OPEX, using
the yacht for, say, 12 weeks a year, the cost
per owner week jumps to €1.25 million.
Having watched the evolution of the
private jet market and now the luxury
villa and residence market, where
wealthy clientsare buying fractions of use
or access to a global network of assets, it’s
inevitable that superyachts will one day
follow suit because the 400,000 wealthy
individuals who have decided not to own
a superyacht are more than likely to be
in a jet-use programme or some form of

Having watched the evolution of the
private jet market and now the luxury
villa and residence market, where
wealthy clients are buying fractions
of use or access to a global network of
assets, it’s inevitable that superyachts
will one day follow suit.
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vacation residence plan such as the Four
Seasons Residences.

Another benefit to some of the
ownership programmes, where you're
no longer the individual ultimate
beneficial owner (UBO), is an increase
in privacy, and perhaps anonymity, due
to structures and asset use. Flying with
Victor or Vista Jet is clearly an intelligent
approach, saving time, money and being
much more discreet than having your
name splashed over X with your flight
tracker data from your excessive private
jet use there for all to see.

It’s highly likely that with the right
investment plan and a well organised
fleet that buying access to a yacht in
all the right places without all of the
risks and headaches will become a key
driver of our future market. We will
experience a dramatic shift in wealth and
a generational shift in attitude towards
superyachts, so it makes sense that
investors, private equity and venture
capitalists start to look more closely at
the real potential of big yachts as a new
fraction model.

Rather than hearing the old adage
that ‘no one needs a yacht’ or the more
recent ‘only buy a yacht if you can afford
to give it away’, perhaps the time is right
for the smart money to create a business
model and ownership programme where
every UHNWI can have access to a yacht.
After all, using a yacht is the fun part, if
everything is organised, well managed
and taken care of. Owning a yacht is
sometimes where the fun stops. MHR
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