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The American nightmare?
Transport sector takes a hit 
in difficult times6

IT is unlikely that a single freight 
forwarder working over the last 
month has not had to deal with a 
blank sailing – and if you hadn’t 
until now, you are very likely to 
do so in the next quarter.

The widespread use of blank 
sailings in response to the 
unprecedented decline in 
demand since the onset of the 
coronavirus has managed to 
keep container shipping freight 
rates relatively stable, and is 
expected to continue throughout 
the third quarter and could well 
continue to the end of 2020.

The numbers are, frankly, 
crazy. As the shipping industry 
entered the crucial peak season 
in June, carriers culled 15 per 
cent of sailings on the Asia-
North Europe trade, according to 
the eeSea database. 

It was a similar story on the 
transpacific and transatlantic 
trades, with 11 per cent and 13 
per cent respectively 
of scheduled sailings 
cancelled.

However, globally 
it was a slightly less 
dramatic story, with 
just five per cent of 
scheduled sailings 
blanked – 2,105 out 
of a worldwide total 
of 37,822 container 
vessels that were 
due to depart their 
ports of loading. 
And other trades, 
which have been 
less dependent on 
consumer goods 
filling containers, have seen far 
less blanking.

There was not a single blanked 
sailing on the east coast South 
America-Europe trade in May, 

and only one out of 
21 scheduled 
sailings in June. 
Likewise, the 
intra-Asia trades, 
which include a large 
amount of semi-
finished cargoes and 
by some counts is 
the largest container 
trade in terms of 
volumes, saw 
minimal blankings – 
12 out of 1,928 in 
May and eight out of 
1,827 in June.

However, with 
millions around the 

world unemployed following the 
widespread collapse of 

businesses, the prospect of a 
strong recovery this year at least 
is looking increasingly dim, which 
means the prospect of further 
widespread blankings is 
increasing.

But predicting blank sailings in 
response to this is difficult, partly 
because the alliances have 
adopted different strategies 
– while the 2M partners typically 
withdraw an entire service, such 
as the Asia-Europe AE2/Swan 
service, for a number of weeks 
- the Ocean Alliance has 
preferred to blank individual 
sailings on an ad hoc basis 
depending on forward bookings, 
which may give it more 
operational flexibility, but leaves 
forwarders with few alternative 
sailing options at short notice.

Blank sailing uncertainty overshadows peak season hopes
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AIR freight rates are 
beginning to slide back to 
mere peak season levels, as 
more capacity comes on 
stream and demand for PPE 
diminishes globally, before 
other commodities have 
ramped up. 

However, Latin America is 
reportedly seeing demand 
grow strongly, as is Africa. 

African perishables are 
beginning to flow 
northbound, noted Niall van 
de Wouw of Clive Data 
Services. The first week of 
June saw volumes down just 
20 per cent year-on-year, a 
marked contrast to April, 
when volumes were down 
69 per cent. Capacity is 
coming back into the market, 
news which will come as a 
relief for exporters, who in 
April had seen 70 per cent 
cuts in capacity, a big 
concern for farmers who had 
faced “disastrous effects” as 
airlines pulled out. 

Globally, June has so far 
seen improvement, with 

volumes down 26 per cent 
year-on-year, while the last 
week of May was down 31 
per cent.  

“It’s the least bad week in 
the past 12 weeks,” said van 
de Wouw. “A pessimist 
would see a flat 
market, but an 
optimist would 
see an 
improvement, 
relative to last 
year.” 

China to 
Europe, 
meanwhile, has 
stabilised, with 
volumes at 12 
per cent lower 
than last year. 
Prices to Europe 
fell $1.52 in the 
first week of 
June, while 
China to the US 
recorded an 
average rate of $5.75, 
according to the TAC Index 
– “akin to a particularly high 
Q4 peak season” said Freight 

Investor Services. 
It added: “Whilst prices 

continue to collapse, we 
look forward to future 
commodities other than PPE 
to support demand June 
onwards. Indeed, prices have 

dropped well 
before the 
proposed 
mid-June 
capacity boost, 
as airlines start 
to put aircraft 
back online for 
passenger duty. 

“The market 
will be out of the 
frying pan and 
into the fire, 
faced with 
political and 
economic 
uncertainty on 
fresh news of 

China-US 
tensions, global 

worsening (according to The 
WHO) of the Covid-19 
pandemic, and widespread 
protests and riots in North 

America.” 
Flights remain very full on 

the transatlantic, with 
dynamic load factors of 90 
per cent on westbound 
routes, but volumes down 5 
per cent, week-on-week. 
Eastbound has seen the 
strongest volumes, and load 
factors are at 76 per cent, up 
five percentage points.  

The case for using 
‘dynamic’ load factors, which 
take both weight and volume 
into account, has been 
ameliorated by the 
coronavirus crisis, giving a 
far more accurate picture of 
flights – especially in a 
climate where lightweight 
PPE and ecommerce account 
for a lot of shipments. The 
global dynamic load factor at 
the start of June was 76 per 
cent - but the load factor 
based on weight alone was 
just 48 per cent - indicating 
that it is a somewhat 
misleading measure, at 
nearly 60 per cent 
difference.  

Back to the skies? 
The air cargo market is 

expected to change, albeit 
slowly, as passengers start to 
fly again, and shops reopen, 
but there remains a large 
degree of uncertainty. While 
passenger-focused airlines 
are facing severe headwinds, 
as IATA noted this month: 
“Cargo is the one bright 
spot.” Revenues will be the 
highest ever. 

“Compared to 2019, 
overall freight tonnes carried 
are expected to drop by 10.3 
million tonnes to 51 million 
tonnes. However, a severe 
shortage in cargo capacity 
due to the unavailability of 
belly cargo on (grounded) 
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However, in week 23, liner consultancy 
SeaIntelligence advised that in the past seven days 
carriers announced another 521,000 teu of blank 
sailings, representing a 15 per cent increase over 
the announcements made the week prior (week 22).

“The six-week plateau that we had reached for 
Q2 has now seen a drastic upwards change, with 
the total pandemic-induced blanked capacity 
nearing four million teu, which is three times as 
much as the capacity reduced for Chinese New Year 
in 2020. 

“Compared to the market status two weeks ago, 
there have been an additional 20 blank sailing 
announcements on Transpacific, and 24 on Asia-
Europe,” said SeaIntelligence chief executive Alan 
Murphy.

“If we look at the blank sailings announcements 
on an individual alliance level, we get the clearest 
indication that there will be announcements in the 
coming weeks – both 2M and Ocean Alliance 
have only announced a two per cent capacity 
reduction on Asia-North America West Coast, 
while Ocean Alliance is yet to announce any blank 
sailings on the other major East/West trades. 

“It is likely that they are following the trend that 
we have seen so far, where they are typically the 
last of the three alliances to announce blank 
sailings,” he added.

Meanwhile, according to the eeSea sailings 

data, there are currently eight out of 89 sailings 
scheduled to be blanked on the Asia-North Europe 
trade in July, eight out of 94 in August, and four out 
of 78 in September, representing capacity 
reductions of 10 per cent, nine per cent and five per 
cent respectively.

However, every indication is that more 
announcements will be on their way – blankings on 
the westbound headhaul transpacific leg so far will 
see capacity reduced by six per cent in July and two 

percent in August and September – but should 
demand trends during the third quarter follow the 
second quarter, carriers will simply have to cancel 
more sailings.

According to the most recent data from 
Container Trade Statistics (CTS) April 2020 
container volume demand declined by 16.9 per cent 
in April 2020 – in terms of volumes, global 
carryings were 2.4 million teu less than April 2019, 
and 4.4 million teu year-to-date. 

Air freight rates fall to 
‘high peak season’ levels 

"A pessimist 
would 

see a flat 
market, but 
an optimist 

would see an 
improvement, 

relative to 
last year"

Carriers announce more blank sailings
continued from page 1

passenger aircraft is 
expected to push rates up by 
some 30 per cent for the 
year. Cargo revenues will 
reach a near-record $110.8 
billion in 2020 (up from 
$102.4 billion in 2019). As a 
portion of industry revenues, 
cargo will contribute 
approximately 26 per cent 
--up from 12 per cent in 
2019.” 

The news that cargo will 
account for more than a fifth 
of airline revenues has led 
many in the industry to call 
for an overhaul of the way 
airlines evaluate their cargo 
businesses. With fewer 
passengers expected as 
aircraft return to the skies, 
cargo will be a pivotal 
revenue stream. The chronic 
undervaluing of air capacity 
could be revised, to become 
more in line with those 
airlines that do make a profit 
from freight, such as FedEx 
and UPS. To achieve that 
additional pricing, however, 
air cargo operators will have 
to change their business 
model, and must also be able 
to offer the same sort of 
joined-up platform, together 
with other stakeholders. And 
as Bouby Grin, former head 
of cargo strategy for KLM, 
noted recently: “The industry 
has never heeded any advice. 
On principle it does not heed 
anything that challenges its 
modus operandi.  

“For over 40 years it has 
stuck to a model that has 
almost cost incumbents their 
livelihood. Which is strange: 
why do this to yourself? It 
gets even stranger if another 
model, the integrator-model, 
comes along that offers 
obvious advantages.” 

So there may, perhaps, not 
be much change any time 
soon. 

NIALL VAN DE WOUW
Clive Data
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RAIL usage has soared 
during Covid-19 as shippers 
seek reliable and cost-
effective transport, in the 
face of blanked sailings and 
high air freight rates. 

Between January and May, 
volumes on China-Europe 
rail grew 35 per cent, 
amounting to some 167,000 
teus, according to Russian 
Railways (RR). 

Alexei Shilo, head of the 
centre for corporate 
transport services at RR, said 
the increased demand 
helped cargo flows. 

"This makes the 
advantages of railway 
transport - stability, 
reliability, manufacturability, 
and environmental-
friendliness - all the more 
attractive, and they should 
be used to maintain and 
increase cargo flows.” 

April saw United Transport 
and Logistics Company – 
Eurasian Rail Alliance (UTLC 
ERA) move 41,200 teu, 
double last year’s volumes, in 
a record month. 

“The crisis caused by the 
spread of coronavirus is a 

problem, but it’s also an 
opportunity for rail logistics,” 
said Alexey Grom, chief 
executive of UTLC ERA. “It is 
already obvious to many that 
the railway is not just an 
alternative, but is the main 
mode of cargo transport in 
conditions where high 
speed, clarity and stability 
are required.” 

But the trains are booking 
up fast, warned Patrick 
Merkel, managing director of 
4PL Prologue Solutions. 

“Freight forwarders advise 
their customers to reserve 

capacities two weeks in 
advance. 

“Rail transport between 
China and Hamburg 
currently takes only 18 days, 
instead of 32 or more by sea 
transport.” 

Despite the increase in 
demand, rates per container 
were relatively stable, added 
the company – on average, 
50 per cent cheaper than air 
freight. 

And the number of 
services are increasing. 
Russian Railways, SNCF 
Forwardis and Cosco Group 

have launched a 20-day train 
service connecting Jiangxi 
with Paris. 

Transloading occurs at the 
Dostyk/Alashankou (China/
Kazakhstan) and Brest/
Małaszewicze (Belarus/
Poland) border crossings. 

“One container train can 
deliver the equivalent of up 
to six planes of 
cargo, which 
ultimately 
increases the 
difference in 
transport costs 
up to thirty 
times,” noted 
the companies, 
which said they 
were also 
developing a 
high-speed 
container rail 
link. 

Meanwhile 
last month, RZD 
Logistics began 
to test moving 
sanctioned 
goods from 
Europe to China 
via Zabaikalsk. 

“The opening of a new 
route for the transport of 

sanctioned goods is a 
significant and fundamental 
milestone on the path of 
increasing the transit flow of 
goods from European 
countries in the eastern 
direction,” said Dmitry 

Murev, general 
director of RZD 
Logistics JSC. 

“This was 
made possible 
thanks to the 
introduction of 
advanced 
technical 
innovations 
integrated into 
the transport 
technology of 
Russian Railways 
Holding and our 
partners. 

“In addition to 
the existing 
southern transit 
route through 
Kazakhstan, the 

northern route 
opens additional 

opportunities for our 
customers and partners.”

Ships and planes make 
way for trains

"The crisis 
caused by 

the spread of 
coronavirus 
is a problem, 

but it’s 
also an 

opportunity 
for rail 

logistics"

ALEXEY GROM
UTLC ERA

Detention and demurrage 
fees show huge variations 
FORWARDERS can now easily compare charges at ports 
and carriers, following the launch of an online demurrage 
and detention calculator by Container xChange. 

The research also reveals why shippers have been furious 
at the charges levied by carriers serving US ports. It shows 
huge variations in the level of charges, not only between 
ports, but between different carriers operating at the same 
port. 

Detention and demurrage (D&D) are the highest at Long 
Beach and Los Angeles, where shippers pay respectively an 
average of US$173.28 and $196.88 a day per 20ft dry 
container. Compare that with Busan, which charges an 
average of $6.50 per day. 

“For shipments going to European hinterland locations, 
Hamburg, Antwerp and Rotterdam offer similar conditions, 
the port of Hamburg comes in as the most expensive, at $65 
for a 20ft dry container on day 14, followed by Rotterdam at 
$53 and Antwerp at $49,” noted the report. 

“However, comparing carriers still makes sense, as charges 
levied by shipping lines range from $21.80 to $136.25 for a 
20ft on day 14. As a result, Hamburg can be $60 per 
container per day cheaper if you choose Yang Ming ($21 pc/
pd) in Hamburg, instead of Maersk ($76 pc/pd) in Antwerp,” 
the report pointed out. 

Meanwhile in South-east Asia, the average D&D charge is 
$41.33 in Singapore, nearly double that of its main 
competitor in the region, Malaysia’s Port Klang, where the 
average D&D charge is $21. 

And there is a further factor for carrier customers to take 
into account: the number of free days offered by carriers at 
ports – in Long Beach and Los Angeles, the average number 
of free days offered is just over four, while in Busan it is just 
over 10. 

And within a single port, free days offered by carriers can 
vary by an even greater degree – in Rotterdam, Maersk 
offers 4.5 days free, while Cosco offers 11 days. 

“If you compare free days [in Rotterdam] and choose 
Cosco instead of Maersk, it saves you up to $247 for a 20ft,” 
the report said. 
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Spotlight ON
Amar More

COVID-19 has both 
necessitated and amplified 
the need for greater 
efficiencies and more joined 
up systems, and technology 
is the key. 

Port and airport 
communities can be central 
to providing cohesion in an 
otherwise fragmented 
industry. To emulate the 
one-stop shop provided by 
the likes of FedEx, (and 
emulate their profits) there 
has been a renewed focus 
recently on community 
systems which act as if it is 
one unified platform. 

And smaller forwarders are 
uniquely positioned to be at 
the forefront of this change, 
says Amar More, chief 
executive of Kale Logistics 
Solutions. 

“Forwarders are the 
architects of the freight 
movement, and in doing so 
they need to interact with 
multiple parties like the 
exporters/
importers, 
truckers, 
customs brokers, 
regulators, 
chambers of 
commerce, 
airlines, shipping 
lines, container 
depots, cargo 
terminal 
operators, 
overseas 
partners etc. 

“As small 
forwarders, their 
ability to invest 
in technology is 
limited. Unlike 
the top global 
forwarders, they 
can’t invest millions of dollars 
in creating platforms for 
connecting with the 
stakeholders. And this is 
exactly where the 
community systems come in.  

“In fact, in a way, these 
democratise the technology. 
Since these community 
systems provide a single 
window of interaction for 
forwarders to interact with 
the other stakeholders, it 
brings in efficiencies and 
significantly reduces costs 
for them. Small forwarders 
usually don’t get the privilege 
of the best rates, hence any 
costs they save goes into 
their bottom lines. Their 
paper handling reduces, the 

costs involved in visiting 
multiple carrier offices, CTO 
premises, chambers etc goes 
down, they can track 
shipments from one single 
location and also give their 
customers the same visibility. 
The turnaround times of 
their trucks improves. The 
benefits are numerous.” 

More adds that many of 
the community systems are 
pay-per-use, with 
transaction costs in single-
digit dollars. “It’s miniscule,” 
he says. 

And, he explains, the 
benefits are huge. 

“Imagine, in community 
systems, they get a single 
view of the shipment status 
from multiple sources, which 
means they can give their 
customers the visibility that 
any other large forwarder 
can give. Moreover, their 
interactions with their 
customers become much 
more streamlined with 

reduced paper 
handling which 
also improves 
the customer 
service for 
them.” 

Kale has been 
active in both 
ports and 
airports, 
including 
Mumbai, 
Atlanta, 
Bangkok, 
Bahrain, 
Kolkatta, 
Tuticorin, 
Boston, 
Bangalore and 
Barcelona. While 

they have different 
use cases, most find the 
benefits are in reducing 
manual and paper-based 
operations, having advanced 
shipment information for 
better planning and security, 
reduced vehicular 
congestion, providing 
visibility to stakeholders, and 
“in a nutshell, handling more 
cargo within the same 
infrastructure at reduced 
costs”.  

The platforms can also 
reduce costs for exporters.  

“Our solution recently 
received a United Nations 
award for delivering a unique 
benefit of reducing the tax 
refund time for exporters 
exporting from that port 

from 6 to 9 months to 3 to 6 
days. That’s saving millions of 
dollars of cash flow for the 
exporters. We have also seen 
that the airports that have 
huge land constraints are 
actually able to handle much 
more cargo than the installed 
capacity by having advanced 
cargo information and 
executing processes digitally 
before cargo arrives at the 
airport.” 

However, he warned: “The 
biggest challenge is always 
the mindset. Any change 
needs a mindset to change, 
and when the stakeholders 
are used to a certain way of 
working changing the 
mindset becomes a 
challenge.  

“Moreover, the change has 
to be done across 
stakeholders and across the 
whole community, hence 
educating the people 
involved is a big challenge as 
well.  

“Finally, we also found out 
that people in our industry 
have “paperphilia” – a love 
for paper - and in spite of 
having digital twins, people 
still want to print copies of 
paper and file. 

“Having said that, having 

developed communities 
across continents now, we 
understand that it is an 
evolutionary process and the 
speed of change depends on 
the policy and methodology 
of implementation and 
leadership at the 
port/airport.  

“Leaders who 
take definitive 
and firm action, 
in spite of facing 
the risk of 
criticism, 
develop the best 
communities in 
the fastest time, 
in our 
experience.” 

One of the 
critical elements 
is finding an 
“anchor” 
– which Kale 
believes is a role best 
undertaken by the port or 
airport. 

“We are working on one 
system in which the shipper 
is the anchor. The truckers 
and forwarders are 
connecting through the 
shipper’s system. 

“But if every shipper has its 
own system, it will become 
difficult and sub-optimal. So 

who is the best to do it, and 
where will it be most 
optimal? 

“We have found that the 
best anchors are ports and 
airports. For example, if you 
take Heathrow (LHR), there 
must be 150 airlines and 
600 forwarders, but just one 
LHR. Airports are not 
competing with other 
stakeholders, which is 
extremely important for a 

data-sharing 
project. For 
example, if 
British Airways 
did it, Lufthansa 
wouldn’t be 
comfortable. You 
need neutrality 
and stakeholder 
access.” 

A common 
interface is 
relatively easy to 
develop, he 
added. 

“Digital 
infrastructure at 

an airport needs 
a common system, like 
IATA-standard EDI, and 
standard APIs. You need a 
portal to enter the data and 
then platforms can make the 
data down loadable. Then 
you can digitise the whole 
community.” 

In Mumbai, where space 
constraints forced it to 
innovate, forwarders 
established an interface in 

just three days. The airport 
now has complete visibility 
at one end and it can be 
connected to a platform at 
the other end, completing 
the loop. 

But that does require 
every destination to develop 
similar systems. 

“The dream would be a 
global platform where 
everyone can connect. But 
you need to have a global 
anchor which could do it, 
and that anchor has to be 
powerful enough. It would 
need to be from the 
regulator side, but needs to 
be very strong, like a UN 
body or Customs. And it has 
to be an international entity 
in the multimodal space.” 

In the absence of a 
powerful, international body 
taking charge, it is much 
more likely that individual 
companies will step up 
instead, such as Atlanta. 
More said the fully 
integrated system at that 
airport, which launched 
last November, would take 
about 18 months to 
complete. You start with a 
small group of stakeholders, 
he explains, and gradually 
build in more. 

The key is making sure 
“onboarding” is easy, he 
added. 

chief executive 
Kale Logistics Solutions 

"Forwarders 
are the 

architects of 
the freight 
movement, 
and in doing 
so they need 

to interact 
with multiple 

parties"

"The dream 
would be 
a global 
platform 
where 

everyone 
can 

connect"

Small forwarders set to 
benefit from 
community systems 
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Focus ON
North America

CHANGE is 
coming. The 
coronavirus pandemic has 
not been a shock from which 
supply chain operators will 
return to normal, but rather 
a shock that will lead to a 
new normal. Its most 
immediate impact has been 
in its exposure of the fragility 
of the modern supply chain. 
Week-on-week trade, 
according to the World 
Economic Forum (WEF), has 
halved because of the crisis.  

“The Covid-19 pandemic 
has hit global trade and 
investment at an 
unprecedented speed and 
scale,” says the WEF. 
“Multinational companies 
faced an initial supply shock, 
then a demand shock as 

more and more 
countries ordered people 

to stay at home. 
Governments, businesses 
and individual consumers 
suddenly struggled to 
procure basic products and 
materials and were forced to 
confront the fragility of the 
modern supply chain. The 
urgent need to design 
smarter, stronger and more 
diverse supply chains has 
been one of the main 
lessons of this crisis.”  

China, at present, appears 
to have borne the brunt of 
this. Its international trade 
figures more than halved, 
down 56 per cent by 
mid-February. Following 
suit, the US has seen its 
trade volumes drop more 
than a quarter. What this 

means for the country’s 
long-term supply chains 
remains uncertain. According 
to one report, there has 
been little evidence of 
companies changing the 
shape of their supply chain. 
For instance, efforts at 
increased near-shoring do 
not appear to have begun. 
Were they too, for the US, 
the obvious region would be 
Mexico, which already has 
both developed 
manufacturing hubs and, 
following a new trade deal 
with its former NAFTA 
partners, a continuity of 
economic ties to its northern 
neighbours. However, if they 
do turn to near-shoring the 
ability to move anything will 
be dependent on the viability 
of transport links. 

And in the US, the 
transport industry has taken 
a sizeable hit from the 
pandemic. Aviation has, and 
continues to, garner the 
headlines with the grounding 
of passenger services risking 
the collapse of a litany of 
operators. In Europe, 
Germany and France have 
already reached agreements 
to shore up their flag 
carriers. In the US, the 
government has agreed a 
US$25 billion bail-out. The 
same, however, cannot be 
said for trucking.  

Representing 
some 70 per 
cent of tonnage 
carried in the 
US, trucking is 
of major 
economic – not 
to mention 
cultural 
– importance 
for the country. 
The American 
Trucking 
Association 
(ATA) says more 
than 80 per cent 
of total 
revenues 
collected by 
transport 
operators in 
2018 was collected by 
hauliers. As such, it is 
considered an economic 
barometer for the country. 
An initial surge, brought 
about by coronavirus-
induced panic buying, is now 
leading to a crash. This has 
not been helped by 
trucking’s omission from the 
federal economic stimulus 
package. All of which has 
necessitated significant 
furloughing of employees. 
And where March saw a 
year-on-year uptick in 
volumes of 1.2 per cent, 
April’s plunged 12.2 per cent 
according to the  ATA.  

“April’s monthly decline 

was the largest in 26 years 
when there was a labour 
strike in April 1994,” says 
ATA chief economist Bob 
Costello. “Considering that 
April factory output and 
retail sales plummeted, the 
large drop in truck freight is 
not surprising. However, not 
all fleets saw large declines 
in April. Those hauling food 
for grocery stores and those 
involved in the on-line retail 
supply chain outperformed 
most other fleets. Some 
fleets witnessed very large 

declines in freight 
last month. 

“These historic 
declines show 
just how much 
trucking was 
impacted by our 
national 
response to the 
Covid-19 
pandemic. As 
the nation starts 
taking small 
steps toward 
reopening, we 
should see some 
modest 
improvements in 
the freight 
market, but the 
size of April’s 

decline gives us 
an idea of how long the road 
back may be.” 

Equally hard hit has been 
US railroaders. Both BNSF 
and CSX acknowledged the 
virus’s impact when 
announcing first quarter 
results down on last year. 
Both recorded a five per 
cent drop in revenues, and 
yet they, unsurprisingly, 
sought to offset the 
negativity by praising the 
efforts and resilience of their 
staff amidst the 
“unprecedented” economic 
uncertainty.  

“I am extremely proud of 
our outstanding CSX 
employees for keeping the 
railroad running at such a 
high level during these 
unprecedented times and 
enabling the delivery of 
critical goods across the 
country,” says CSX chief 
executive officer James 
Foote. “Their hard work and 
dedication over the past few 
weeks, and throughout our 
transformation, have put 
CSX on the strongest 
footing it has ever been 
heading into this period of 
economic uncertainty.” 

For aviation, the picture is 
far from rosy but its dearth 
of suppliers – there are 
roughly 100 airlines in the 
US compared with some 
200,000 hauliers – has put 
aviation in a stronger 
domestic position. In the 
public psyche, the loss of 
American, Delta, or United 
would be far more 
noticeable than say the loss 
of even the largest US 
trucking operator. And it is 
likely that this reality 
informed the inclusion of 
aviation in the Coronavirus 
Aid, Relief, and Economic 
Security (CARES) Act. 
Allocating $25 billion to the 
industry, the CARE Act will 
assist the industry in making 
payroll and thus in 
protecting jobs.  

“The impact of 
government- and business-
imposed travel restrictions 
and public fear have 
devastated the US airline 
industry, our employees, 
travellers and the shipping 
public,” says Airlines for 
America chief executive 
officer Nicholas Calio. “Since 
the beginning of March, US 
air carriers – both passenger 
and cargo – have seen their 
positions of strong financial 
health deteriorate at an 
unprecedented and 
unsustainable pace. The 
human, financial and 
operational impacts are 
devastating, and the future 
remains uncertain.” 

Cargo, however, 
represents the “one bright 
spot” for global aviation. The 
International Air Transport 
Association (IATA) is 
forecasting that while overall 
freight tonnes carried are 
expected to drop by 10.3 
million tonnes compared 
with the 51 million tonnes 
carried in 2019, rates are 
expected to benefit from the 

Covid triggers change in the US 

"These 
historic 
declines 

show just 
how much 

trucking was 
impacted by 
our national 
response to 

the Covid-19 
pandemic"

BOB COSTELLO
American Trucking 
Association

JAMES FOOTE
CSX
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very issue that is sapping the 
life from the passenger side 
of the business: the 
grounding of passenger 
aircraft has pulled a 
significant quantity of belly 
capacity from the market. As 
such, IATA is forecasting a 
30 per cent upturn in rates 
for the year, resulting in an 
expected “near-record” $111 
billion in revenues. Which 
will more than double 
cargo’s contribution to the 
industry’s overall revenues. 
Adding to all this for the US 
is that the lack of 
alternatives, combined with 
the country’s geographic 
spread, has dented the fall in 
demand. Likely meaning 
higher rates.  

According to IATA, North 
American carriers reported a 
fall in international demand 
of 20.1 per cent year-on-
year in April. “This,” it says 
“was the smallest 
contraction of all regions” 
and while “significant” 
remains less than the decline 
the sector reported at the 
height of the Global 
Financial Crisis in April 2009, 
when demand fell by 32.3 
per cent. Of course, positive 
though it may be for the 
aviation sector, for 
forwarders the surge in rates 
will affect their ability to 
trade. WCA member GJ 
Cargo has already noted that 
customers are being asked 
to pay more than they may 
have expected.  

“The pandemic has 
affected the shipping 
business in a negative way, 
as there is more demand and 
need for supplies and limited 
ways of transport,” GJ 
Cargo’s German Jaramillo 
tells Voice of the 
Independent. “For example, 
certain passenger flights 
have been placed on hold 
limiting shipping options and 
disrupting rates and 

itineraries. There is so much 
demand for shipping that 
flights are overbooked 
weeks in advance and 
without pre alert, causing a 
little bit of craze with agents 
and customers. There is a 
need for more supplies 
worldwide but limited ways 
of getting goods to ultimate 
destinations in a reasonable 
price and time. It is a big 
change in comparison to 
what the agents and 
customers were used to 
paying before the pandemic.”  

Aviation has not been 
blind to this. In an attempt 
to address the imbalance, 
and to meet demand a wave 
of carriers, both globally and 
domestically in the US have 
been reconditioning their 
passenger cabins in a 
manner to handle cargo 
volumes. 
American 
Airlines, Delta 
Cargo, and 
United all 
turned to 
grounded 
passenger 
aircraft to 
transport “vital” 
cargo 
shipments.  

“We have a 
critical role to 
play in keeping 
essential goods 
moving during 
this unprecedented time, 
and we are proud to do our 
part and find ways to 
continue to serve our 
customers and our 
communities,” says 
American’s president of 
cargo Rick Elieson. 
“Challenging times call for 
creative solutions, and a 
team of people across the 
airline has been working 
nonstop to arrange cargo-
only flight options for our 
customers.” 

Elieson’s comments echo 
those of other transport 
operators, including CSX’s 
Foote. This rhetoric of 
focusing on the efforts and 
safety of staff is one that 
carries across the supply 
chain. Speaking to Voice of 
the Independent WCA 
member GJ Cargo’s Jaramillo 
says the concern for staff 
has been at the forefront 
when modifying its 
operations.   

“We made changes to our 
warehouse and receiving 
area to make sure that we 
have the time and space to 
sanitise the cargo that 
comes in, and to ensure that 

our personnel are safe as 
they manipulate the cargo,” 
says Jaramillo.  

“Our team inside has a 
mixed schedule where they 
work part of the time at 
home and part of the time in 
the office – although we 
limit this to just two at a 
time to make sure that there 
is a safe distance at all times. 
And as individuals, we have 
all spoken about the 
importance of making sure 
we all maintain the distance 
advised and that we all 
sanitise our work area. We 
have spoken about the 
importance of staying at 
home and doing our part in 
making sure we are all safe.”  

The other changes that 
will be being made are in 
terms of expectations. 
Seasonal peaks, in particular, 

are expected to 
be muted. 
Reports note 
that while the 
pre-Christmas 
Black Friday/
Cyber Monday 
shopping period 
is still expected, 
the forecast is 
more muted 
than normal. 
Where 
preceding years 
have seen these 

days kick off a 
months’ long season 

running all the way into the 
new year, expectations are 
that this year it will run for a 
week or two at most. 
Nonetheless, Jaramillo notes 
that these seasonal volumes 
have been replaced by more 
pressing items. 

“Seasonal shipments have 
been replaced with supplies 
in demand, mainly face 
masks and other medical 
equipment,” says Jaramillo. 
“These commodities are 
shipping non-stop 
worldwide and there is so 
much volume moving at all 
times that it has slowed 
down what usually ships this 
season.” 

Such changes though only 
amount to disruption. And 
the industry has dealt with 
disruption before. But 
according to the previously 
mentioned report, it is 
expected in the US that the 
virus’s true effect will only 
be felt once it has been 
removed from the field of 
play. The report maintains 
that its impact will be less as 
a “disruptor” and more as an 
“accelerant” of pre-existing 
trends. In particular, the 

move to the virtual 
workplace. Looking at 
customer service, it notes 
that employees have been 
no less productive, nor has it 
witnessed a drop off in 
customer service. Then of 
course there has been a 
greater move to automation, 
most notably in the form of 
autonomous vehicles. 

The benefits of these 
changes for smaller 
operators may be harder to 
fathom. While working from 
home may prove to be more 
practical, and indeed, open 
up their potential 
recruitment pools, without 
funding, the ability to invest 

in the likes of Tesla’s 
autonomous vehicles will be 
harder. That being said, GJ 
Cargo appears open to the 
expected changes occurring 
in the post-corona 
landscape.  

“Our plan for post-
pandemic is to grow and not 
fight the change that is 
upcoming,” says Jaramillo. 
“Things will change, and we 
need to accommodate 
ourselves and educate our 
consignees of the new ways 
of shipping. We will continue 
to grow and ship as 
responsibly as we have been 
doing through these tough 
times. 

“We have become more 
conscious of everything 
going on around us. Our 
interaction continues to 
grow with more demand 
with all of our carriers. We 
continue shipping the same 
as before the pandemic, but 
we are always open to new 
forms of transport. We have 
worked with new carriers, 
tried different services but 
the means do not change. 
We have however worked 
out new receiving protocol 
at our warehouse of which 
carriers have been notified 
and it its being 
accommodated and followed 
greatly by all carriers.” 

Covid triggers change in the US 

"We have 
a critical 

role to play 
in keeping 
essential 

goods 
moving"

RICK ELIESON
American Airlines
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DUE to increasing global 
demand for supplies related 
to Covid-19, chartering is 
on the rise. But if not 
careful, freight forwarders 
and logistic operators that 
become party to a charter 
agreement could be taking 
on enormous financial 
liability.  

Chartering of a vessel or 
aircraft, in simple terms, is 
employment of the entire 
vessel/aircraft for a voyage/
flight, or over a period of 
time. The carrier will load 
and discharge and travel 
between locations 
requested by the charterer. 

Forwarders that charter 
will enter into a Charter 
Party Agreement with the 
carriers’ owners and 
operators. That agreement 
will specify each party’s 
responsibilities and liabilities 
to each other, and to third 
parties. 

The risks of aircraft 
chartering 

Aircraft charters in 
particular are seeing 
unprecedented popularity 

during the pandemic as 
global demand surges for 
medical PPE, face masks, 
test-kits, machinery and 
parts.  

There are two 
things freight 
forwarders 
must know 
before entering 
a charter 
agreement with 
an air carrier.  

Firstly, your 
freight liability 
and errors and 
omissions policy 
very likely 
excludes 
coverage on 
claims that 
involve the 
chartering of 
aircraft (and 
vessels).  It is a 
standard 
exclusion. In 
practise this 
means that the 
policy excludes any losses, 
liabilities, third party claims 
connected to chartering of 
aircraft including, but is not 
limited to, exclusions for the 

following: 
Any damage to the cargo, 

misdirection claims, 
document error etc. 

Excluding 
damage to the 
plane and 
auxiliary 
equipment/
cargo handling 
equipment by 
the cargo. 

Excluding any 
loss of property 
or life as a result 
of an aviation 
accident or 
disaster. 

Unless agreed 
otherwise there 
will also be no 
coverage from 
the pick-up at 
origin to airport 
and destination 
airport to final 
destination.  

Secondly, 
potentially the 

greatest exposure to a 
freight forwarder entering 
an air charter agreement is 
the risk of being named in a 
lawsuit related to an 

aviation incident. These 
lawsuits tend to be for large 
amounts and require 
extensive legal defence 
costs. 

Claimants may argue that 
the incident would not have 
occurred had the forwarder 
not chartered the aircraft. 
Furthermore, they may 
allege that cargo was the 
proximate cause of the 
aviation accident.   

Charter Agreements 
typically include a clause 
stipulating that the charter 
party (forwarder) indemnify, 
defend, and hold harmless 
the owner and/or operator 
of the aircraft from and 
against any and all liabilities, 
losses, damages, claims, 
suits, recoveries, awards, 
judgments, executions, 
fines, penalties or other 
costs and expenses. 

How forwarders can 
protect themselves in an air 
charter  

To protect your liability 
each freight forwarder or 
logistics operator can ask to 
be named on the aircraft 
hull & liability policy as an 
additional insured and 
charterer.  Note that this is 

often refused.  
Another option to is 

purchase an “Air Charterer’s 
Liability policy” which in the 
aviation world is often 
referred to as a Non-Owned 
aircraft liability policy “NOL”.  
Many risk managers 
recommend limits in the 
tens of millions of dollars, a 
process that calls for a 
specialised insurance 
market and involvement of 
multiple insurers 

The best protection 
before being a signatory 
party of an air charter 
agreement is to have the 
agreement reviewed by 
legal counsel and changes 
made to transfer liability 
back to the air carrier.  

The risks of vessel 
chartering 

Like air charters, vessel 
chartering is also a common 
exclusion under a freight 
forwarder liability insurance 
policy.  Vessel chartering 
risks are not perceived to be 
as high as for air chartering, 
and insurance coverage is 
more readily available and 
affordable.  Forwarders 
serving as a “Charter Party” 
need to acquire a “Charterer 

Liability policy” which will 
have typical limits of US$50 
million upwards.   
The policy includes 
coverage for such things as: 
• the liability for loss of / 
damage to the chartered 
vessel (Damage to Hull) 
• liability for loss of / 
damage to the cargo being 
carried (Damage to Cargo) 
• other general liability risks 
associated with the 
operation of the vessel and 
the carriage of the Cargo 
(P&I which is Protection & 
Indemnity) 

Summary 
If entering into any kind 

of charter agreement, please 
consult with legal counsel 
and your insurance provider. 
Lack of proper protection 
could be disastrous for your 
company. 

For more information 
please contact Angus 
Galbraith, senior 
underwriter, World 
Insurance Services: angus@
worldinsuranceagency.com  

ANGUS GALBRAITH
World Insurance

Chartering an aircraft or 
vessel? Forwarder beware! 

your freight 
liability and 
errors and 
omissions 

policy 
very likely 
excludes 

coverage on 
claims that 
involve the 

chartering of 
aircraft

Legacy forwarders can learn from 
logistics start-ups 
YET another row has broken out between 
‘digital’ and ‘traditional’ freight forwarders – 
but one tech company has advised the latter 
to watch and learn. 

Last month a digital start-up, Beacon, 
announced first round funding, and perhaps 
unwisely noted: “We believe the future of the 
traditional freight forwarder is more 
precarious than ever.” It then doubled down 
with: “Many logistics incumbents have been 
slow to digitise and, with fewer than 30 per 
cent of shippers being satisfied with the 
customer service they receive, the industry is 
ripe for disruption.” 

The statement irked the director general of 
the British International Freight Association 
(BIFA), Robert Keen, so much, that he wrote: 
“Over the past five years, I have read reports 
that suggest the rise of software start-ups 
spelled the end for forwarders. I feel like Bill 
Murray in Groundhog Day. 

“We keep hearing the usual spin from 
digital start-ups on how their presence in the 
sector will lead to the death of traditional 
forwarders,” he added. 

“It’s a load of rubbish. We have strong 
empirical evidence showing what [our 
members] are up to in regards to digital 
transformation of their role in the supply 
chain.” 

He added that what “really irritates” him is 
software providers “preaching” about 
systems “that will kill forwarders”, without 
recognising that forwarders are already using 
a lot of them. 

Chief marketing officer for Freightos, Eytan 
Buchman, weighed in – but argued that “the 
reality, of course, is more nuanced”. 

“On the one hand, there’s no such thing as 

a tech company anymore. Every company, 
big or small, has made technology a central 
part of its offering.” 

He noted that start-ups, often criticised for 
lack of experience, in many cases are 
launched by logistics professionals, while the 
venture capitalists who fund them also know 
what they are doing. 

One difference between legacy forwarders 
and start-ups is where they put their 
technology, he pointed out. 

“I’ve personally seen incredible technology 
at existing logistics providers. But, crucially, 
they use it to empower customer support 
teams, not customers. Laugh all you want 
about flashy technology, but it’s not a detail; 
it’s a paradigm shift. 

“Let challengers do the work; legacy 
providers can benefit from the insights.” 

He advised that legacy forwarders partner 
with, invest in or acquire start-ups. 

“No company has a monopoly on 
innovation. Similarly, no company should 
ignore innovation, wherever it comes from, 
and refrain from turning it to their favour.” 

ROBERT KEEN
BIFA
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HAVE ocean carriers backed 
themselves into a corner 
with their blinkered unit-
cost-reduction big ship 
strategy?

In fact, it is difficult to find 
many positives from the 
rapid growth of 
containerships: profits are 
down, transit times are less 
reliable and the bigger the 
ship, the fewer options there 
are for redeployment.

The arrival in Europe in 
early June of the 23,964 teu 
HMM Algeciras, the newly 
crowned ‘biggest’ 
containership in the world 
by capacity, reignited the 
sense of awe at the size of 
these ultra-large behemoths 
that have become the ‘new 
normal’ on the Asia – North 
Europe tradelane.

In the past two decades 
containership evolution has 
seen an exponential growth 
from the post-panamax, 
8,000 teu, 300m long, 20 
bays-across vessels, to the 
current 24,000 teu, 400m 
long, 24-bay behemoths.

I recall being in absolute 
awe upon boarding one of 
the new-
generation 
8,800 teu ships 
for the first time 
in Southampton 
in 2005, and 
being enthralled 
by the master’s 
account of the 
state-of-the-art 
workings of his 
vessel.

Fast-forward 
thirteen years, 
and I attended a 
reception at 
Felixstowe on board one of 
the new generation of 
20,000 teu ultra-large 
container vessels on its 
maiden voyage to Europe.

Looking down from the 
bridge, across the bays of 
container stacks of this 
floating giant to a 4,000 teu 
vessel on an adjacent berth, 
it seemed unbelievable that 
this comparatively tiny 
panamax ship was also once 
one of the biggest 

containerships in the world, 
and the workhorse of the 
major tradelanes, but was 
now being deployed as an 
intra-European feeder by a 
major carrier.

In 2020 the big ship arms 
race of carriers continues 
apace, the order book for 
new 24,000 teu ULCVs only 
disrupted for now by the 
coronavirus pandemic.

At the last count there 
were a mind-boggling 68 
20,000 teu-plus ultra-large 
vessels deployed on the Asia 
– Europe tradelane with a 
further 41 more leviathans 
currently under 
construction.

Notwithstanding the 
pomp and ceremony 
associated with the HMM 
Algeciras’ arrival at the 
North European hub ports, it 
is easily forgotten that the 
previous holder of the 
world’s ‘biggest’ crown, the 
23,756 teu MSC Gulsun, is 
the same length overall at 
just a tad under 400 metres, 
but is in fact half a metre 
wider with a beam of 61.5 
metres.

In order to grab 
the prestige of 
the biggest ship 
title, HMM 
instructed the 
South Korean 
shipyard to 
configure an 
additional 208 
slots on what is 
basically the 
same-sized ship.

Not that the 
HMM Algeciras 
or the MSC 

Gulsun will ever 
reach their nominal 
maximum intakes with 
loaded boxes due to 
deadweight limitations.

For example, the HMM 
Algeciras arrived from Asia 
at its first North European 
port of call Rotterdam with a 
full load of 19,621 teu.

Ocean carriers as part of 
the three vessel sharing 
alliances justify the massive 
spike in the size of 
containerships by pointing 

to the savings in unit costs, 
but the bigger the ship, the 
more cargo is needed in 
order to maintain that cost 
advantage.

Moreover, at under 75 per 
cent utilisation levels, the 
24,000 teu ships become 

uneconomical on headhaul 
legs, thus they just don’t sail.

And having budgeted for 
the lower unit costs of a full 
mega containership, the 
carriers can no longer afford 
to deploy smaller ships to 
match the temporary 

demand troughs.
Collectively the carriers 

have lost some $3bn over 
the past five years which 
suggests that the big ship 
strategy has not exactly 
been a roaring success: 
ironically HMM, the line with 

the biggest ship has lost the 
most money.

Insights IN
Seafreight – comment by Mike Wackett

Too much emphasis on big 
containerships is a busted flush

MIKE WACKETT
Sea Freight Consultant, FICS

Collectively 
the carriers 

have lost 
some $3bn 

over the 
past five 

years
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WITH big job cuts and 
financial uncertainty caused 
by the impact of Covid-19, 
the multinational forwarders 
have wasted no time in 
telling their customers that 
they are a ‘safe pair of 
hands’. 

Take this interview 
published with Jens Bjørn 
Andersen, chief executive of 
DSV Panalpina – where 
6,000 jobs from across the 
two companies are expected 
to go by the third quarter. 

“I respect all players in our 
industry, but we have seen a 
very clear trend over the last 
six to seven years, where the 
largest freight forwarders 
take market 
share,” he said.  

“We take 
market share 
from each other 
also, but the 
trend has been 
that the 
big investments 
that we do in 
digitalisation 
and technology 
actually helps 
our customers a 
lot, and when 
we invest as 
much as we do 
in IT, the very 
small and local 
freight forwarders have 
difficulties doing so. 

“So ultimately the product 
that we offer is a better 
product, and that has been a 
trend, and this I think could 
accelerate now – that you 
want to use a safe freight 
forwarder or supplier in a 
situation like this.  

“You cannot afford to have 
that negative [financial risk] 
element coming in on top of 
all the other stuff you have 
to deal with. You need to 
make sure that you work 
with somebody who is 
financially strong. 

“This is why we are super 
happy that we have very 
strong foundations. We have 
safeguarded the company to 
be able to sustain even some 
of the worse scenarios.” 

And another senior 
executive at a large 
forwarder said: “This is a 
great opportunity for the top 
four to widen the gap with 
the rest of the market, with 
most of these players 
currently being contacted by 
other freight forwarders’ 
shippers to gauge their 
alternatives." 

These two are not alone 
among the big players in 
pronouncing the future for 

smaller forwarders 
is limited.  

But there are 
other critical 
aspects to take 
into account, 
claim SMEs. 
Almost 60 per 
cent of the 
global freight 
forwarding 
market is 
controlled by 
the top 20 
global 
forwarders, 
leaving a decent 
slice of the pie, 

worth some 
$60bn. But it’s not just 
what’s left – independent 
forwarders have benefits the 
multinationals prefer to 
gloss over. 

One source said: “Quite 
the contrary. Big systems 
like them will be slower to 
adapt than smaller players. 
And by smaller, I mean 
anyone outside the league 
of top 50 freight.” 

Others note smaller 
margins for the big players. 
And then there is the people 
aspect of the business. 

"Half of the answer is in 
technology, managing 

efficiently the internal 
processes, and data mining 
to a certain extent, 
depending on what exactly a 
client needs,” said one 
forwarding executive.  

“But not all clients need to 
know promptly the location 
of a screw at any second in 
time.  

“Half of the answer still 
lies in people and expertise. 
Customs brokerage for 
instance. Artificial 
intelligence can only do so 
much, you need bright 
people to listen to clients’ 
needs and design solutions 
around that.  

“Most major forwarders 
claim to do that but what 
they are really doing is 
putting them in different 
verticals to fit their own 
products. Once you take the 
brain out of forwarders, 
cargo won’t be moving 
efficiently.” 

Steve Walker, chief 
executive of forwarder 

consultancy SWG, and 
founder of SBS Worldwide, 
advised forwarders not to 
look over their shoulders but 
to determine their own 
advantages. 

“It seems to be the vogue 
to make ‘empty’ publicity 
statements of the company’s 
ideal position to adapt to 
‘the new normal’. This has 
come from the public, large 
private, and small forwarder. 
And please note, I do not 
differentiate between 
traditional and online 
forwarders. The key word is 
forwarders. 

“Every forwarder has their 
own opportunities with their 
own constraints. Certainly 
the biggest expense to 
forwarders – staff - has been 
part addressed, as 
companies lay off or let go 
under the guise of Covid-19.  

“The critical thing is how 
forwarders move on from 
here.” 

Walker advised widening 

the service offering. 
“Amazon and Alibaba are a 

threat which is all 
around us, with 
most of us 
personally using 
their services to 
a far greater 
extent over the 
lockdown 
period. So our 
systems have to 
grow, and cover 
more than our 
trade lane 
offering; we 
need to offer 
4PL reporting 
and control to 
our customers.  

“Further we need an 
association, hopefully FIATA, 

to show leadership publicly 
and directly with the 

membership, 
scraping data 
rather than each 
forwarder doing 
it, and creating a 
forum of 
forwarders 
together to 
collectively see 
the future, so we 
are all in tune. 

“Whatever the 
size of 
forwarders now, 
it is a time of 
opportunity 

outside our 
whole sector. It is not 

a time to waste, trying to 
seek empty headlines.”

Independent forwarders 
must seek opportunities 

"This is 
a great 

opportunity 
for the top 

four to 
widen the 

gap with the 
rest of the 

market"

"Quite the 
contrary. Big 
systems like 

them will 
be slower 
to adapt 

than smaller 
players"

Cargo crime on the up as lockdowns ease 
FORWARDERS and hauliers have been 
urged to be vigilant, as the number of 
cases of cargo crime and people 
smuggling are expected to soar as 

lockdowns ease. 
Insurer TT Club said that despite 

stringent border restrictions, truckers 
were likely to be targeted as controls 
eased. 

“Although cross-border freight 
services are still running during the 
Covid lockdown, and therefore providing 
opportunities to migrants, it is likely that 
there are large numbers of people 
currently unable to move who may want 
to cross to the UK, and will attempt to 
as the restrictions on movement are 
lifted, at first gradually and then fully,” 
said TT Club managing director of loss 
prevention Mike Yarwood. 

TAPA also warned that thieves would 
begin to take advantage of eased 
restrictions. While crime rates have 
fallen significantly in the past three 
months, Thorsten Neumann, president 
of TAPA EMEA, said: “Cargo crime is a 
24/7/365 phenomenon, but the 

outbreak of Covid-19…has severely 
disrupted the activities of both 
organised crime groups (OCGs) and 
opportunist cargo thieves. 

“Many have gone to ground over this 
period – but they have not gone away. 
OCGs, in particular, will be looking to 
make up for lost ‘income’ during this 
period and this is likely to result in much 
higher risks for the transport and 
logistics industry, with trucks remaining 
most vulnerable to attack.” 

Supply chain disruption gives thieves 
good opportunities, he said. 

“Many shipments are moving along 
unfamiliar routes and through different 
hubs and cross-docks, where risks might 
not be fully known or assessed, and 
transit times are longer. Congestion at 
hubs is also generating risks, for example 
truck drivers often don’t have time to 
get to safe parking places because they 
waited so long to load.”

THORSTEN NEUMANN
TAPA EMEA

STEVE WALKER
SWG
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TURKISH CARGO
CONTINUES TO RISE.

TURKISH CARGO BECAME THE ONLY AIR CARGO 
BRAND TO HOLD IATA CEIV PHARMA, IATA CEIV 

ANIMALS AND IATA CEIV FRESH CERTIFICATIONS,
ONE OF THE MOST PRESTIGIOUS CERTIFICATES FOR 

THE AIR CARGO INDUSTRY.

MANY forwarders are tired of the current air 
cargo market situation, which several have 
likened to a bazaar. 

“You get a rate and by the time the 
customer gets back to you to accept it, the 
price has already changed,” lamented one 
forwarder. 

For their part, airlines are getting more 
interested in firm deals with their 
clients, as their cargo flights with 
passenger planes have assumed 
regular network character, and 
international passenger flights 
are being restarted. Air Canada, 
which added five international 
destinations to its cargo-only 
network on 1 June and is 
boosting passenger flights from 
34 routes in May to 58 this 
month, has signed contracts on 
some key lanes, reported Vito 
Cerone, director of cargo 
marketing & sales. 

“Duration can vary from two 
to three weeks, to two to three 
months. It varies with lanes. One 
customer to Asia signed a 
two-month agreement,” he said. 

“We have our longer-term agreements in 
place for the year,” said Shawn McWhorter, 
president for the Americas of Nippon Cargo 
Airlines, adding that the remaining space and 
extra capacity are for free sale. 

It is unclear how many forwarders have 
been invited to sign contracts. “I have not 

been approached by anybody whatsoever on 
this subject, so they must be keeping this 
close to the big boys,” reported one mid-
sized agent. 

Walter Hoffelner, managing director of 
Cargomind, remarked that the global players 
on the carrier side want to secure their global 
accounts, but they are only interested if the 

rates are at the level they want. 
Currently they are multiples of 
the pricing in the old agreements, 
he added. 

“The forwarders want the old 
agreements, but the airlines don’t 
agree to that,” he observed. 

Besides the current pricing 
levels and question marks where 
these may be a few weeks down 
the road, the uncertainty about 
demand is holding forwarders 
back. 

“I wouldn’t commit now 
because I don’t know how the 
market will go,” said Stephan 
Haltmayer, CEO of Quick Cargo 
Service. 
Joe Lawrence, president of 

Airline Service International, confirmed that 
forwarders have been reluctant to make firm 
commitments. “Egyptair would have 
operated into Canada if it got consistent 
cargo commitments,” he added. 

For QCS it comes down to the nature of 
the agreement. “If it’s allotments with dead 
freight, I wouldn’t do it. Soft blocks I would 

go for. Hard blocks are too soon for us,” said 
Haltmayer. 

Regardless if it’s for contracted or ad hoc 
shipments, Air Canada calls customers 48 
hours before departure to confirm bookings 
in order to avoid no shows or less freight 
showing up than booked. 

“Overall, forwarders have been very 
disciplined,” said Cerone. “They know if we 
start losing money on flights, we’re going to 
pull out.” 

Air Canada’s cargo division has a mandate 
that every cargo flight has to produce a 
profit. The same stance applies to its 
renascent passenger services. 

“We’re working closely with the passenger 
side; we look at the total revenue of the 
plane. If we can’t make it work, we will pull 
out,” said Cerone. 

The airline cancelled the block space 
agreements (BSA) on the passenger flights 
when it pulled down its international 
operations. As routes are coming back on 
stream, capacity in the cabin as well as in the 
cargo hold is micromanaged. For the most 
part AC’s international capacity is being 
deployed on the major routes. Flights to 
non-hub points are restarting slowly at a low 

frequency to test the market. 
On the airline’s pure cargo flights BSAs are 

in play. “BSAs are surviving on cargo flights 
to destinations where customers have most 
of the flight dedicated to them,” Cerone said. 

QCS and its partners in the Interest Group 
Air Freight (IGLU) consortium that bundles 
members’ volumes to obtain better capacity 
access and rates, have managed to keep their 
allocations to China and Mexico. 

“We do have allotments with price 
agreements, but everything new is a 
challenge,” said Haltmayer. 

The contacts that were signed show 
virtually no change in regard to the terms of 
engagement, despite the dramatic changes in 
the market and the uncertainty how demand 
and capacity will develop going forward. 

“There has been no change in terms of 
contracts. This has not been raised or 
discussed with any of the airlines that we 
represent,” said Lawrence. 

VITO CERONE
Air Canada

"We’re 
working 
closely 

with the 
passenger 

side; we look 
at the total 
revenue of 
the plane"

Forwarders wary of air 
freight contracts


