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China:
Shippers struggle with trade and 
price imbalances 8

THE peak season for shipping 
lines is showing no signs of 
abating, with carriers putting on 
record levels of capacity into 
November.

While the sea freight peak 
normally ends with China’s early 
October holiday in Golden 
Week, this year demand looks 
set to continue.

The holiday did put a stop – 
although perhaps temporarily 
– to the incessant rate hikes, 
with China-US ocean rates 
remaining unchanged during the 
holiday, only the second time 
since May that a General Rate 
Increase was not introduced.

Demand has been kept high in 
part through early holiday 
promotions, with retailers keen 
to reduce the likelihood of large 
crowds in stores via longer 
promotions. Shippers are also 
restocking inventories that 
became very low during the 
lockdowns, a process that could 
continue into next year. And 
Amazon delayed its Prime Day, 

causing additional demand. 
Forwarders are also reporting 
that Covid-related shipments 
such as PPE and medical 
equipment are now travelling by 
sea rather than air. 

Carriers, which have 
maintained strong 
capacity discipline 
this year, have 
added extra 
capacity for the rest 
of this month, 
bringing it to record 
levels. As a result, 
charter rates have 
soared, with only 
140 vessels not in 
use in the global 
containership fleet, 
according to analyst 
Alphaliner,

One London 
broker said there was “no sign of 
a let up” in demand.

“Normally at this time of year 
carriers look to off-hire tonnage 
as we go into the slack season, 
but the reverse is happening, 

and lines want to hold and 
extend the tonnage they have 
and are desperate to fix new 
ships,” he said.

“I had a big shipping line’s 
in-house broker tell me the 

other day they would 
beat any rate in the 
market to secure a 
panamax ship that 
becomes open in 
the coming weeks,” 
he added.

And Alpahliner 
said it expected 
charter rates to 
“strengthen further 
in the short and 
medium term, with 
charterers 
increasingly forced 
to accept owners’ 

fixing conditions”.
These would include paying to 

position and reposition the ship 
at the end of the charter, as well 
as charter extensions, at the 
option of owners, and 
performance bonuses.

While freight rates have 
stabilised, in part owing to 
China’s decision to step in and 
urge carriers to stop adding 
GRIs on the transpacific, it is 
expected that they will increase 
again this month.

Maersk cut its planned 
mid-September transpacific 
GRIs, reportedly after Chinese 
authorities stepped in “to 
stabilise trade”. Cosco/OOCL 
followed suit, in a move that 
was welcomed by an analyst.

“That would seem to be the 
most sensible thing to do right 
now,” noted consultant Andy 
Lane. “The rates are already at a 
level where good voyage profits 
can be made, and this is not the 
time to get too greedy.

“One can only hope that when 
the market turns, which 
ultimately it will, that rates 
remain in the profit-making 
range and don’t decline to 
loss-making, where they have 
been for the majority of the past 
decade.”

Carriers are putting on record levels of capacity into November
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FMC investigates unfair box line charges
COMPLAINTS about over-charging by 
shipping lines have extended to the US, 
where the Federal Maritime Commission 
(FMC) has launched a probe into claims that 
shipping lines serving the US “may be 
attempting to hold companies financially 
responsible for transport services they did 
not contract for and may not legally be 
required to pay”. 

Forwarders, hauliers and customs brokers 
have complained that shipping lines have 
been looking to enforce various terms of the 
bill of lading of a shipment, such as collection 
of freight rates, equipment charges and 
detention and demurrage charges, despite 
the fact that they are “not party to, and have 
not agreed to be bound by the bill of lading”. 

The commission noted: “Allegations have 
also been received that VOCCs [vessel-
owning common carriers] threaten to 
discontinue allowing such third parties to 
provide service for future shipments unless 
amounts due on current shipments are paid.” 

The issue appears to revolve around the 
use of the term “merchant” in the bills of 
lading, with concerns that carriers have been 
applying it to third parties that provide 
shippers with logistics services but have little 
control over the cargo. 

The New York New Jersey Foreign Freight 
Forwarders & Brokers Association asserted 

that VOCCs define the term ‘‘merchant’’ in 
their bill of lading too broadly, resulting in 
parties being billed for demurrage and 
detention, “regardless of whether they are 
truly in control of the cargo when the charges 
were incurred,’’ the FMC said. 

The deadline for receiving public 
comments is 6 November, and 
FMC chairman Michael Khouri (below) 
said: “We encourage ocean container 
stakeholders to share their experiences with 
bills of lading that contain these described 
“merchant” clauses.” 

The FMC is not alone in investigating 
potentially unlawful additional charges. 
FIATA is currently investigating box line 
surcharges to determine any unfair practices. 

Air cargo braces for ecommerce – 
but rates unlikely to hit new high
AIR freight users are bracing 
for hi-tech product launches 
and ecommerce volumes, 
which are expected to put 
additional pressure on 
already limited 
capacity.

Events such as 
Prime Day and 
Singles Day are 
likely to see air 
freight demand 
buoyed by 
ecommerce 
rather than 
typical peak 
season B2B 
sales, much of 
which has 
looked to ocean 
freight, 
frightened by 
2020’s high air 
freight rates.

But huge rate 
rises, as seen in 
May, are unlikely to be 
repeated following the 
decision by a host of 3PLs to 
book significant amounts of 
charter capacity.

“To protect their key 
accounts like HP, Apple, Dell 
and Sony, these forwarders 
signed charters for Q4, and 
since the capacity and rates 

are locked-in, 
these key 
accounts and 
forwarders will 
not be going to 
the open market 
for capacity 
– which takes 
away the 
wildfire-style 
rate increases 
experienced 
earlier in the 
year,” said one 
forwarder.

However, 
there could be 
rate spikes. 
“Most exporters 
think inventory 

levels are low in 
the US and Europe, due to 
buyers not ordering products 
because of lockdowns and 
financial difficulties. Demand 
will come in October and 

November when there will 
be spikes, which will drive 
rates very high for a short 
period.”

Masud Sabuj, business 
development lead at Expo 
Freight, said he expected 
“extremely strong demand, 
tight capacity and rising rates 
driven by continued strength 
with product launches such 
as the iPhone12. 

“Reliability will be more 
important than price for air 
cargo shippers during what is 
expected to be a strong peak 
season made more intense 
by severe long-haul capacity 
constraints.”

One data analyst warned 
that high load factors, rates 
and uncertainty is a “toxic 
combination” for shippers.

September saw a record 
dynamic load factor, of 70 
per cent, with chargeable 
weight up 9 per cent from 
August, driving rate 
increases. 

“It is interesting to see how 
closely demand/volume and 

pricing correlate in light of 
the fact there are a lot fewer 
BSAs (block space 
agreements) in place, 
currently,” said Robert Frei, 
business development 
director, TAC Index.

“There were steady 
increases in pricing, week 
over week, in September, 
with rates on lanes from 
China/Hong Kong to the EU 
in the last week of 
September 8 per cent higher 
than in the last week of 
August.”

The rises mark the fifth 
consecutive month of growth 

for “resilient” air cargo, said 
Niall van de Wouw, 
managing director of Clive 
Data Services.

“It means shippers and 
forwarders are being faced 
with higher airfreight costs. 
Uncertainty over how the 
market will develop alongside 
very high load factors is a 
toxic combination for the 
buyers of airfreight capacity.

“If this demand persists, 
and shippers are prepared to 
pay, we may well see a 
resurgence in passenger 
planes being deployed 
mainly, or solely, for moving 

freight. These remain 
uncertain times, but with 
more optimism in the market 
for October and November 
volumes, the question is: 
how far can the recovery 
go?”

One forwarder noted that 
“all bets are off”, however, if a 
Covid-19 vaccine is created 
by the end of the year. 

Strong demand is expected 
with product launches such 
as the new iPhone
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Focus ON

GLOBAL supply chains were 
immediately hit when 
governments worldwide 
imposed a shut-down to 

contain and defeat the 
coronavirus pandemic. Rates 
and capacity followed, 
resulting in an exponential 
increase in demand for 
charter brokers to secure 
space amid a race to acquire 
personal protective 
equipment (PPE) and other 
medical essentials. Jamie 
Peters of Hunt & Palmer 
(H&P) says what followed 
was “incredible” in terms of 
sheer scale. 

“After China started to 
come out of lockdown, we 
instantly became involved in 
many intra-Asia flights as 
manufacturing looked to 

start up again. It soon 
became evident that this 
virus was about to spread far 
and wide,” Peters 
says. “From 
March until July 
we ran at a pace 
never known 
before in our 
industry, the 
demand for PPE 
charters 
worldwide was 
incredible. 
Whilst we knew 
we had grown 
our client base 
significantly in recent years 
we became inundated with 

requests, even from people 
we had never heard from 
before.” 

Dan Morgan-
Evans, group 
cargo director 
for Air Charter 
Service, said it 
was a “mad 
scramble”, which 
saw the broker 
look to 
passenger-
freighters for 
cargo capacity. 
But it was also 

about advising 
customers, he adds.

“We needed to put the 

message out that customers 
had to make decisions 
quickly – prices and 
availability weren’t holding. It 
was a very volatile situation.”

Group director of cargo 
operations at Chapman 
Freeborn, Pierre Vanders, 
says there were a host of 
new challenges for both 
airlines and brokers, not just 
in terms of capacity, but also 
with restrictions, on crews, 
immigration and quarantine.

But challenging though it 
may have been, it also 
presented an opportunity for 
brokers to underline why 
they remain a fundamental 
element of the modern 
supply chain. 

“With the worldwide fleet 
depleted as belly capacity 
was grounded, brokers’ role 
has been to find viable 
solutions, sourcing freighters 
or assisting passenger 
carriers to go through the 
technical and regulatory 
process to remove passenger 
seats and use the aircraft as 
freighters,” Vanders says.

“The brokers … played a 
key role on the last surge of 
PPE distribution. The role of 
a broker really comes down 
to experience in different 
sectors, commercial 
knowledge of the industry, 
including operational and 
regulatory understanding. 
We have staff from the 
freight forwarding 
community, to operations 
specialists, that when 
combined provides a centre 
of excellence, and we are 
able to provide all-inclusive 
solutions to our clients either 
for single flights or multiple 
series of flights not just in 
arranging a charter flight but 

door-to-door solutions too.”
Morgan-Evans adds that 

having offices around the 
world helped enormously, 
especially those in mainland 
China and Hong Kong.

Mirroring the “incredible” 
rise in business seen by 
other brokers, Chapman 
Freeborn arranged 300 
flights between May and 
August. One upshot is that 
brokers have forged new 
relationships with potential 
future customers. Director of 
freight at Air Partner, Mike 
Hill, says dedication to detail, 
ensuring “smooth-running” 
freight operations during this 
“most challenging” of times, 
attracted new partnerships. 
For Peters, the most 
important relationships have 
been those fostered 
between broker and 
forwarder. 

“We have always served 
freight forwarders rather 
than direct shippers and 
other end users,” says Peters. 
“We value the relationships 
that forwarders hold with 
the end users and prefer to 
avoid conflicts of interest. 
Working with a forwarder 
presents us with multiple 
opportunities through their 

The Covid air charter boom

MIKE HILL
Air Partner

"the demand 
for PPE 
charters 

worldwide 
was 

incredible"

JAMIE PETERS
Hunt & Palmer
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Focus ON
Air Charter

connections, and we see our 
services as a value-added 
option to the portfolio of 
transportation modes that a 
forwarder can offer. We 
prefer to act in partnership 
with our clients for the long 
term as this results in a 
win-win scenario, this has 
been more evident than ever 
with WCA members this 
year.” 

Having strengthened 
existing relations, and gained 
new ones, brokers see the 
waters beginning to calm. 
Brokers are reporting signs 
of an increase in non-PPE 
related charters, which they 
say is indicative of wider 
industry returning to normal 
as governments ease their 
Covid-19 restrictions. ACS 
noted that the first non-PPE 

charters were for machines 
and parts, as supply chains 
began to resume.

Now, there is heightened 
demand for the 
widebody 
freighter market, 
which in turn is 
leading to an 
upturn in rates. 

“We recently 
completed a 
small series of 
flights from Asia 
to the US for 
commodities 
such as tobacco 
replacement 
products and 
garments,” says 
Peters. “There 
have been 
regular 
e-commerce 
flights into 
South America 
where volumes 
are high and 
capacity is short.  
We are also still seeing oil 
and gas opportunities in 
West Africa along with 
medical equipment to the 

same region.
“We still have good regular 

forward bookings for PPE 
flights and continue to 

receive these 
enquiries on a 
daily basis. 
Although it 
appears the 
majority of PPE 
has found more 
economical 
modes, there 
are still pockets 
of air charters 
that we are 
handling. There 
is also demand 
for peak season 
and capacity 
with larger 
aircraft is 
becoming 
tighter.” 

With this 
pending 
demand, there is 
an expectation 

among brokers 
that demand will remain 
high. ACS expects to be busy 
until at least the end of the 
year, with Morgan-Evans 

noting: “It depends on when 
line services come back, but 
even when they do, it’ll be 
nowhere near pre-Covid 
levels.”

Vanders adds that each 
day the industry is seeing 
more routes coming back 
online. But Peters notes that 
while services may be 
returning, there is still a 
significant hole in the 
industry from the grounding 
of passenger services. As 
such, there is an expectation 
that cargo charter demand 
will remain “very high”. 

“We know that passenger 
aircraft usage will remain 
relatively low, therefore 
cargo charter demands are 
likely to remain high,” he 

adds. “However, we are 
monitoring the market 
situation on a daily basis and 
are always in position to 
offer our expertise and 
knowledge to our ever-
expanding client base.” 

The Covid air charter boom

DAN MORGAN-EVANS
ACS - Air Charter Service

"Although 
it appears 

the majority 
of PPE has 
found more 
economical 

modes, there 
are still 

pockets of 
air charters 
that we are 
handling"

Air Charter Service, said it was a “mad scramble”, which saw 
the broker look to passenger-freighters for cargo capacity
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DR Stéphane Graber became 
director general of FIATA in 
January, following a role as 
secretary general at the Swiss 
Trading and Shipping 
Association. He has also been 
chair and chief executive of 
eGTSA, a company which 
developed a digital 
communication platform for 
commodity-trading 
companies and trade-
financing banks.

Q: What has interested 
you and surprised you the 
most in this role, in 
comparison with other 
industries you’ve been 
involved in?

A: I find that there are 
many synergies between my 
current role as director 
general at FIATA and my 
former position as secretary 
general at STSA (Swiss 
Trading and Shipping 
Association). Working in 
commodity trading and 
shipping, you encounter 
many common challenges 

within the larger trading 
activity. 

What interested me about 
FIATA is that it was an 
opportunity to broaden the 
scope by covering a global 
market, rather than being 
limited to Switzerland. It 
was also the challenges that 
freight forwarders are facing 
today that caught my 
attention, particularly with 
the digitalisation of the 
supply chain. 

I had already worked in 
this area in the past having 
developed a digital 
communication platform for 
commodity trading 
companies and commodity 
trade-financing banks, 
which was successfully sold 
to Komgo last year – a 
digital network that aims to 
bring the global commodity 
trade finance network 
together. The challenge of 
helping a nearly 100-year-
old organisation such as 
FIATA to embrace this 

digital transition is 
particularly exciting.

I also conducted advocacy 
work for the commodity 
trading industry, and there is 
a big need to continue 
advocating trade facilitation 
policies at FIATA and 
contribute to developing 
sustainable supply chains by 
addressing inefficiencies and 
promoting interoperability. I 
look forward to seeing the 
transformation that this 
industry will have to go 
through and contributing my 
experience to this role.

Q: What do you think 
FIATA needs to focus on to 
become fit-for-purpose for 
its members and the 
forwarding community – 
what is the point of FIATA, 
do you think?

A: There is a need to 
reassess how international 
freight forwarders can 
continue to create value in 
the supply chain. 
Traditionally, they have 

focused on arranging 
transport and 
documentation preparation. 
However, new 
business models 
require change 
from the 
traditional 
service delivery 
to a value-
adding service.

FIATA is here 
to lead the way 
in policy, 
digitalisation 
and 
sustainability. 
We need to 
guide and 
support our 
members, being 
SMEs or larger 
companies, 
during the 
digitalisation of 
the supply chain 
and address the 
challenges of 
sustainability 
beyond environmental 
concerns, by promoting 
gender equality in the 
industry and attracting a 
younger generation of 
freight forwarders. It is 
crucial for FIATA to advocate 
policies that will benefit its 
members and the freight 
forwarding community at 
large, truly acting as the 
global voice of freight 
logistics. 

Q: How can FIATA help 
forwarders with standardised 
digitisation, and what steps 
are you planning to take? 
How important is control of 
the data?

A: This year, we launched 
the FIATA digital strategy to 
help freight forwarders 
transition toward 
standardised digitisation. 
This will enable data 
availability and exchange, 
while keeping control of the 
data. Our digital strategy 
promotes a freight-
forwarders trusted network, 
sharing and distributing 
standards (such as the FIATA 
Bill of Lading), and fosters 
interoperability and data 
analysis. 

We have already started 
working on two initial 
projects. First, a registry of 
FIATA members’ digital 
identities which will be made 
available to customers and 
partners online and through 
TMSs. This registry is a first 
step to enter the digital 
world, by certifying the 
identity of freight forwarders 
and ensuring they fulfil the 
requirements to benefit from 
the different solutions 
provided by the digital 

strategy. Second, a digital 
standard template library 
which will address the 

current challenge 
of controlling 
the distribution 
and 
multiplication of 
electronic 
versions of trade 
documents. The 
template library 
will make 
standard FIATA 
documents 
easily available 
to freight 
forwarders 
through their 
everyday tools 
(TMS and other 
platforms), in a 
controlled 
manner.

Q: What 
technologies do 
you think 
forwarders need 

to embrace – and 
how can FIATA help them 
achieve it? Should FIATA be 
embracing blockchain 
solutions in the same way 
that the shipping lines are, 
for example?

A: For freight forwarders, 
it’s not so much about the 
technologies themselves 
– or the use of blockchain – 
but rather the efficiency and 
optimisation of the supply 
chain and how the digital 
solution helps to achieve 
this goal. It’s about 
embracing the use of 
technology as a tool for 
optimising their operations. 

What makes 
FIATA unique is 
that it is a 
multimodal 
organisation 
and it has a 
diverse 
membership. 
Therefore, its 
approach must 
be smart and 
open to various 
solutions to 
tackle today’s 
challenges. 
That’s why we 
have integrated 
TMS and the 
other partners 
of the supply 
chain in our 
digital strategy. We need to 
adopt a system that 
integrates all these solutions 
and that is suitable for all our 
members. 

Q: Are there any internal 
changes to the association, 
in terms of representation, 
member groups, policy 
implementation and 
directions etc that need to 

be made?
A: We have had quite a 

few changes implemented 
this year. The most visible 
one being the move of the 
head office from Zurich to 
Geneva to allow FIATA to 
fulfill its role as a leader in 
policymaking. The move is 
part of FIATA’s ‘reset 
programme’ initiative, which 
is now at full speed, to 
reshape the organisation and 
reenergise the way we 
conduct business. As FIATA 
approaches the 100-year 
milestone, six key objectives 
have been identified: to 
restructure the head office, 
increase advocacy, enhance 
training, leverage member 
opportunities, protect 
intellectual property, and 
engage younger 
professionals. 

In the meantime, we 
continue growing our 
membership base and 
engaging with relevant 
stakeholders that will 
facilitate the achievement of 
these goals. 

Q: What relevance does 
FIATA have for forwarder 
networks, and SME 
forwarders?

A: FIATA is of great 
relevance to forwarder 
networks. I remember when 
we first arrived in Geneva, 
we had such a positive 
welcome from like-minded 
organisations who told us 
that they needed FIATA 
because our significance lies 
in our multimodal nature. 
We provide added value that 

the other 
organisations 
don’t have, 
because we have 
access to the 
market and 
players within 
the market. We 
are an important 
constituent of 
the supply chain, 
and along with 
the other 
partners and 
transport 
organisations, 
we work to 
achieve more 
efficient supply 
chains. 
As for SME 

forwarders, we are the only 
body that links the large 
international organisations 
dealing with logistics and 
transport with actors on the 
ground in this activity. FIATA 
represents a majority of 
SMEs all around the world 
and is a key actor for this 
group to adapt to the 
changing environment. This 

Spotlight ON
Dr Stéphane Graber

Change is coming at FIATA
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is our uniqueness. 
Q: FIATA in the past has 

earned a reputation as an old 
boys’ club, which failed to 
modernise. What steps will 
you take to ensure that it 
becomes a modern, useful 
standards and lobby group 
for forwarders?

A: The presidency 

recognised the need to 
modernise two years ago 
with the proposal of the 
FIATA reset programme. To 
some, this could have 
appeared as an ambitious 
task – but as it was much-
needed – it is now a reality. 

FIATA relocated in the 
middle of a pandemic to join 

other international actors in 
global discussions on trade 
and logistics. We have 
introduced a more modern 
organisational structure with 
relevant business units and 
younger staff with 
competent skills to carry out 
the work. We also created a 
dedicated logistics institute 
to centralise all training and 
education activities under 
one umbrella. We developed 
and are implementing our 
digital strategy and 
established clear expertise 
for intellectual property 
works. Finally, we 
modernised our 
communication tools to 
attract a younger generation 

of freight forwarders.  
Q: Which changes do you 

think will be the hardest to 
implement? What are your 
biggest challenges?

A: Change management is 
always a challenge. There are 
many expectations from our 
members with the reset 
programme and it will not be 
possible to do everything 
overnight. So we need to 
ensure that we count on our 
member support and that 
they contribute to this 
evolution that FIATA is going 
through. In the end, they will 

be the main beneficiaries of 
the changes being 
implemented. It is not a 
sprint, it’s a marathon. 

Q: How do you think 
Covid-19 has and will affect 
the industry and FIATA’s 
place in it?

Q: Covid-19 will definitely 
help trigger the change we 
want to achieve and the 
adaptation to the new 
environment. Many issues 
were already present before 
Covid-19. The change factor 
has now been accelerated 
and is now more visible 

given the current situation. 
More than ever, our 

industry and the SMEs in 
this industry are under 
pressure to continue to 
operate and make the supply 
chain work. They need 
FIATA’s support to lead them 
to achieve these goals and 
address the global challenges 
of the industry. We need to 
continue providing guidance, 
best practices, tools and 
visibility to our members to 
help them be better 
equipped to operate at the 
national level. 

director general 
FIATA

Box lines resort to a crystal ball
SHIPPING analysts have stopped predicting 
liner financial results and turned to the more 
reliable method of a crystal ball – probably 
Made In China – for guidance.

In June, in the midst of the pandemic, and 
after Covid-19 lockdowns, mass 
unemployment in the US, and millions of 
furloughed workers around the world, the 
worst case scenario was for a cumulative 
industry loss this year of $23 billion.

But after an unexpectedly profitable 
second quarter for the box lines, despite a 15 
per cent decline in demand, the vibes coming 
from carrier boardrooms is that Q3 will see a 
bumper return for long-suffering container 
shipping line investors.

The traditional peak season demand spike, 
which a few months ago had been written off 
for 2020 by all but the most optimistic of 
commercial executives, arrived in July with a 
bang, and shows no sign of letting up anytime 
soon.

While the recovery in demand from Asia to 
Europe, to Africa, and to Latin America has 
been especially strong, no other tradelane 
can compare with the transpacific for the 
robustness of the rebound and seemingly 
endless sustainability.

In a ‘normal’ year the peak season lasts out 
to the Chinese Golden Week holiday in the 
first week of October; but 2020 is proving 
anything but normal for transpacific carriers 
with reports of “strong demand” for space 
through November. Some NVOCCs are 
suggesting that they need space guarantees 
from carriers until the Chinese New Year next 
February.

So why is the tradelane defying gravity, 

with the virus still raging across America and 
the nation struggling against recessionary 
forces and high unemployment?

The answer apparently is that America’s 
consumer spend has swung from services – 
hospitality, travel and gyms etc – to 
ecommerce purchases for home working and 
home working out.

The latest report from the National Retail 
Federation says that US consumers have a 
staggering $1trn of spending power in their 
pockets, with digital sales expected to be up 
some 35 per cent this holiday season 
compared with last year.

It seems that for many US consumers, the 
“tall dark stranger” that they will be meeting 
in the future will most likely be the Amazon 
delivery driver.

 

MIKE WACKETT
Sea Freight Consultant, FICS

SEAFREIGHT – Comment by Mike Wackett
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RAISING THE BAR
WELCOME TO SMARTIST, OUR NEW HIGH-TECH 

FACILITY  IN ISTANBUL - THE LOGISTICS CENTRE 
OF THE WORLD. WE'RE ALSO RAISING THE BAR 

FOR ENVIRONMENTAL RESPONSIBILITY AND 
CUSTOMER-FOCUS, MOVING TOWARDS OUR GOAL 

OF BECOMING THE WORLD'S LEADING
AIR CARGO BRAND.

‘GOLDEN Week’, the Chinese seven-day 
break near the start of October, finally reined 
in the relentless rise in ocean rates from 
China to the US which had taken them 197 
per cent higher than a year ago. However, 
many pundits expect further upward pressure 
in the coming weeks, as the US import spree 
from China is now expected to continue 
possibly even into 2021.

The break on the airfreight side appeared 
similarly short-lived. “We’ve got a lot of 
requests for ad hoc passenger freighters out 
of China for November and December,” 
reported Vito Cerone, managing director, 

sales & commercial strategy of Air Canada 
Cargo.

From June to August, US imports from 
China climbed 32 per cent. In the opposite 
direction, though, the picture is starkly 
different. At the end of July, US imports were 
back to pre-pandemic levels, whereas exports 
were 15.9 per cent lower. In August China’s 
trade surplus with the US reached US$34.2 
billion – the highest level since the beginning 
of the trade conflict.

One US analyst noted that the pandemic 
reversed the trade pattern between the two 
nations. 

“US exports to China only dropped once 
Covid was in full global force, in Q2 2020, 
while China exports to the US saw a larger 
plunge, earlier, in Q1 2020.” PPE exports and 
a buoyant US economy shifting from service 
spend to spend on goods helped stave off a 
further drop, but did see a meagre drop-off in 
Q3, while US-China trade increased, possibly 
as a result of depressed backhaul prices, he 
observed.

Recent developments in China suggest that 
the gap could grow further still. The nation’s 
economic rebound lost momentum in 
September, with sluggish sales of homes and 
cars, a weaker stock market and sinking 
business confidence. The aggregate index 
using eight indicators tracked by Bloomberg 
slipped into contraction.

For carriers and forwarders this signals 
more headaches. According to various 
reports, some of the freighters hauling PPE 
from China to the US earlier in the pandemic 
were loaded to the rafters on the inbound leg 
but departed empty or near-empty for their 
return flights. Carrier executives confirmed 
that it has been challenging to fill their 
westbound flights.

Pricing developments reflect this disparity. 
From July to August, the Drewry East-West 
Airfreight Rate Index showed a 12 per cent 
decline in westbound prices in the 
transpacific arena, whereas eastbound rates 
rose 13 per cent.

“Backhaul prices are almost inevitably a 
by-product of the lane’s primary direction, 

China-US in this case. Despite the reduction 
in capacity, the directional flow of PPE from 
China aggravated that,” remarked the analyst.

“Since late 2018, China-US ocean freight 
prices have a -2 correlation with US-China 
prices on the ocean side. This is exacerbated 
when prices climb in one direction. For 
example, ocean prices since June on China-
US West Coast, show a negative 0.75 
correlation,” he added.

On the routes between Europe and China 
the disparity is significantly smaller, both in 
terms of airfreight pricing and volume 
development.

“Naturally a larger drop in exports is 
discernible since the outbreak of Covid-19,” 
reported Walter Hoffelner, managing director 
of Cargomind. He added that the decline has 
been in terms of volume rather than in the 
number of shipments.

“We’re hoping for a slow rise in purchasing 
power till the end of the year,” he remarked.

Getting lift into China has not been an 
issue. Eastbound rates have been at a very 
low level for months, according to Hoffelner.

This would suggest that importers from 
China – in Europe to a lesser extent than in 
North America – are subsidising flows in the 
opposite direction with the high rates they 
are paying. However, Hoffelner reckons that 
the link between east- and westbound rates 
has weakened. His impression is that airlines 
serving Europe-China routes are only focused 
on maximising their eastbound loads as much 
as possible, as rates fluctuate from week to 

week based on volume and enquiries.
For Air Canada, two-way agreements or 

similar arrangements are one way of dealing 
with the situation.

“We’re always in discussions with various 
partners about two-way deals. There are 
various options. They may ask for space from 
Asia but they are not strong in the opposite 
direction, but there may be another area 
where they can help Air Canada,” said 
Cerone.

Hoffelner has not seen a notable push from 
airlines to strike two-way agreements on 
China routes. Neither has data registered any 
indication of significant two-way deals.

“I haven’t heard anything about large-scale 
blockspace agreements for air cargo capacity 
into China but that might not be surprising; 
this year has been so full of surprises that 
we’ve seen a marked increase in use of spot 
rates as an alternative to static rates,” 
remarked the analyst.

China imbalances trigger 
pricing volatility
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Industry warned to be 
ready for cyber attacks
THE logistics industry has faced a wave of 
cyber attacks in the past month, with 
separate attacks on CMA CGM, Gefco, 
International Maritime Organisation and 
Blue Water Shipping.

While all the organisations sought to 
downplay the impact, nine days after the 
attack on CMA CGM, its ecommerce 
websites remained unavailable. 

Shipping analyst and cyber security 
expert Lars Jensen warned that the number 
of attacks was not exceptional, and that 
companies must prepare for them.

“Such attacks should be seen as a new 
normal state of affairs. And whilst 
unfortunate, the best approach is to 
proactively prepare for this, by on one hand 
boosting defences and at the same time 
also ensuring very robust backup 
procedures. 

“And backup is much more than IT and 
databases – backup is also the business 
contingency plans and the handling of 
relations with customers, suppliers and 
authorities while the disruption is getting 
handled.”

He also advised pro-active 
communication with partners and 
customers, which he said had not been fully 
forthcoming in the recent spate.

VITO CERONE
Air Canada Cargo


