
Ripe market
Perishables bear fruit for those 
that tend them well6

INDEPENDENT forwarders 
serving the Asia-Europe 
container tradelanes should 
prepare for a double-digit 
reduction in capacity as shipping 
lines plan to cancel sailings in 
the face of weakening demand, 
that will likely be spurred by 
China’s annual Golden Week 
holiday.

Golden Week this year begins 
on Tuesday 1 October and ends 
on the 7 October, and is 
characterised by a nationwide 
shutdown of the country’s 
factories, which is accompanied 
by a steep decline in container 
export volumes.

The 2M partners Maersk and 
MSC have announced the 
suspension of their AE2/Swan 
Asia-North Europe service from 
the first week of October, 

replicating a strategy they 
undertook last year, when it was 
cancelled for almost three 
months. 

AE2/Swan is one of six strings 
operated by the 2M, deploying 
12 vessels of 15,500-20,500 
TEU capacity, and represents 
some 18 per cent of 2M’s 
Asia-Europe capacity. Industry 
analyst Alphaliner noted that 
the redundant vessels are likely 
to head to dry dock for 
retrofitting of scrubber systems 
to prepare for next year’s IMO 
2020 sulphur cap.

MSC said in a statement that 
it expects to resume the service 
in mid-November, although that 
would remain “subject to market 
demand”.

Meanwhile the Ocean Alliance 
will blank five Asia-North 

Europe sailings in early October 
and THE Alliance will also blank 
three of its sailings, while at the 
end of August Hyundai 
Merchant Marine suspended its 
standalone AEX service, taking 
out 4,900 teu weekly capacity 
from the trade.

According to Alphaliner, in 
combination the capacity 
adjustments will “bring the 
average vessel capacity on the 
route in October down by 12 per 
cent compared to the September 
average and 15 per cent lower 
than the peak in August”. 

“Asia-North Europe spot 
freight rates remain 20 per cent 
lower than the rate at the same 
time last year, with carriers 
struggling to push up the rates 
despite the capacity 
management programmes 

implemented so far,” it added.
Lars Jensen, chief executive of 

SeaIntelligence Consulting 
explained that the capacity 
withdrawals showed how 
"severely challenged” demand is 
on the route as the final quarter 
of the year begins.

“But perhaps just as 
importantly, it underscores the 
carriers’ willingness to take 
rapid – and proactive – action in 
adjusting capacity when demand 
appears weak. 

“This in turn shows significant 
resolve in preventing a sharp 
drop in freight rates – and is 
potentially an early signal also 
to the resolve with which the 
carriers will be pursuing the 
increases in BAF levels as the 
low-sulphur rules kick in,” he 
said.

Forwarders should prepare for a double-digit reduction in capacity as lines cancel sailings
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SHIPPERS could see costs 
reduced in the US, following 
the decision by the US 
Federal Maritime 
Commission 
(FMC) to back 
proposals aimed 
at reforming 
demurrage and 
detention fees. 

Under the 
proposal, 
charges will be 
suspended in 
cases where 
shippers and 
forwarders are 
prevented from 
moving cargo 
out of terminals 
by factors 
beyond their 
control. 

FMC 
commissioner 
Rebecca Dye, 
who has led an 
18-month investigation into 
the issue, told the 
commission: “The rule flows 
from the longstanding 

principle that practices 
imposed by tariffs ... must be 
tailored to meet their 
intended purpose.  

“In the case of 
demurrage and 
detention 
charges, the 
purpose is to act 
as financial 
incentives to 
cargo interests 
to retrieve 
cargo and 
return 
equipment.  

“These 
financial 
incentives 
operate to 
ensure that 
cargo interests 
do everything 
customarily 
required to be 

positioned to 
retrieve cargo and 

return equipment within the 
time allotted.   

“Absent extenuating 
circumstances, however, 

when incentives no longer 
function because shippers 
are prevented from picking 
up cargo or returning 
containers within time 
allotted, charges should be 
suspended.   

“Focusing on this incentive 
principle and cargo 
availability and supporting 
innovations such as a ‘push 
notice’ of container 
availability, will improve port 
performance and overall 
freight delivery system 
effectiveness,” she added.  

The proposal has been 
welcomed by at least one 
major shipper body, the 
Agricultural Transportation 
Coalition (AgTC), which 
represents the vast US food 
exporting industry.  

“This is a long-awaited step 
forward to address one of 
the most costly and unfair 
burdens imposed by ocean 
carriers on shippers,” AgTC 
said.  

“Ocean carriers have made 
‘free-time‘ (demurrage, 

detention, per diem) 
penalties a major cost for 
importers and exporters and 
their truckers, often 
threatening to lock out 
truckers who don’t 
immediately pay, and making 
shippers’ protest/challenges 
extremely difficult.   

“Virtually all shippers have 
been assessed for these 
penalties, ranging from 
US$125 to as high as $325 
per container per day. Some 
AgTC members have had 
millions of dollars of these 
penalties imposed, even 

when delay was not their 
fault, due to closed terminals, 
congestion in the terminals, 

delays at terminal gates, 
Customs inspections, etc,” it 
added. 

FMC moves to end 
‘unfair’ detention fees

"The 
purpose is 

to act as 
financial 

incentives 
to cargo 
interests 

to retrieve 
cargo and 

return 
equipment"  

Air cargo eyes index-
linked agreements 
QATAR Airways Cargo is at the forefront of a 
radical change in the way air freight capacity 
is bought.  

It is the first carrier to use index-linked 
agreements (ILAs) with customers, a method 
likely to take off in large, but capacity-
constrained markets, and which will “bring 
fairness and transparency to pricing”, giving 
airlines the ability to compete on issues other 
than rates.  

“ILAs … represent innovation for the 
industry,” said Guillaume Halleux, chief officer 
cargo for Qatar (right).  

“Overall, rate transparency will increase, 
giving a clear reference of what a fair rate can 
be, which would then improve the overall 
efficiency of business transactions,” he said.  

“On the airline side, for example, we expect 
it to reinforce the added value of operational 
reliability and of being able to deploy capacity 
in an agile way, in comparison to being the 
lowest quote in a procurement exercise.” 

ILAs are contracts which include a periodic 
adjustment to the prices paid, based on the 
level of a nominated price index, in this case, 
TAC. 

The spot rate 
market is 
systemically 
volatile, explained 
Peter Stallion of 
Freight Investor 
Services. “Rates 
are spread 
between different 
airlines and 
different routes, 
which makes volatility inherent in the market. 
No one knows what everyone else is doing; 
it’s only since we’ve been able to observe it 
that we can see what the market does.”  

Using ILAs creates a fair and transparent 
way of ensuring the correct price is paid – 
although not every player seeks transparency, 
said Stallion. 

“The top 10 forwarders want someone else 
to be the first entrant. Most airlines are on 
board – but not all. Some know they benefit 
from keeping rates as a bilateral discussion, 
where it is not transparent to the market. But 
with more indices, the market is going 
towards that – you can’t fight it for long.”  
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Spotlight ON
Brandon FriedMichael Wychocki

Can boxes soar 
above congestion? 
FORWARDERS and shippers alike are only 
too aware of the havoc wreaked by ever-
expanding levels of congestion. Roads in and 
out of ports across the developed and 
developing world are much the same: 
log-jammed. In some of the busiest trade 
terminals, those in Bangladesh for instance, 
road congestion is reaching extremes. But 
fear not; or at least that is what 
Michael Wychocki, chief 
executive of Chicago-based 
start-up Eagle Rail, cries. His 
company, he claims, has a 
solution.  

“The idea arose while in Brazil, 
and how it could be adapted to 
European intermodal standards 
– not by expanding ports, but by 
improving connectivity,” 
Wychocki tells Voice of the 
Independent.  

Eagle Rail’s idea? An overhead 
container transport system, 
something akin to a ski lift but 
shuttling boxes rather than eager 
skiers.  

“Because of the terrain, 
overhead rails up the mountains 
could move containers to these depots away 
from the port, without needing to use the 
road,” says Wychocki, while stressing that the 
design is not limited to use on mountain sides.  

Eight electric motors carry the boxes along 
overhead rails, at speeds of around 20mph. 
According to Wychocki, this would be capable 
of moving 75 to 80 containers per hour, 
depending on the system installed. As they 

would operate in lanes, the more lanes, the 
more boxes moved. He stresses that 75 to 80 
movements would be expected from a 
two-lane system. Typically, systems would 
run distances from one to 10km away from 
the port. There is room for variation on this: 
“for the Brazil Santos plans we have, it would 
be a roughly 40km journey”.  

No Eagle Rail corridors are 
currently up and running, but it 
seems likely that this situation 
will change imminently. The team 
has spoken with 42 ports across 
17 countries. Hopes are that by 
the end of the year it will have 
landed its first customer. And 
that first customer? Wychocki 
says a verbal agreement exists 
with Brazil, and this just needs to 
be finalised. The company is also 
in advanced discussions with 
Bangladesh and China, while 
India, South Africa and the US 
appear keen.   

“We think Brazil will sign up for 
a pilot by the end of the year, and 

from there we would be looking 
to run a pilot during 2020,” he says. 

“Following this one pilot, we think that will be 
it… we will have proof of concept and be able 
to get it rolled out to other customers.”  

So, what is the benefit to forwarders? Cost. 
Speed. And the environment. “We want our 
system to be cheaper, cleaner and faster than 
moving goods by truck.” This means, he says, 
that with truck movements costing about 
$100 each, Eagle Rail would look to do it for 
$80. It can do this, says Wychocki, because 
under its business model it retains ownership 
of equipment, instead making its money 
through simply charging per box movement.  

“The rise of megaships has caused 
incredible bunching in ports, with insufficient 
space to handle them,” he continues. “It is 
untenable for volumes to continue growing at 
this rate without adding more trucks to the 
road, but there is also no space in the ports or 
on the roads for the necessary truck 
movements; our system bypasses this and 
solves the problem without having to resort 
to trucks.”  

There are of course several hurdles in Eagle 
Rail’s way, though. Not least are the problems 
of security and safety. As far as safety goes, 
Wychocki seems confident, perhaps overly 
so, in the contingency features implemented.  

“Eagle Rail does not pose a risk to civilians 

or cars,” he says. “The rails are run along 
existing corridors – which also prevents 
eyesores – and those rails that did run over 
populated areas would be fitted with a system 
to catch any boxes that may drop. But our 
systems have, so far, yet to fail in terms of 
dropped boxes - but we are prepared if they 
do. 

“Another more pressing issue is that we 
leave ports, which could be in FTZs, so are 
potentially covering multiple jurisdictions. 
Even here though we appear fairly strong, as 
it seems that everyone wants to be a part of 
this. And we do not see this as a short-term fix 
either, we would be building systems for 2030 
volumes; we have a 10-year vision.” 

We care for your cargo.swissworldcargo.com

When it comes to delicate cargo, both logistics 
experts and global pharmaceutical manufacturers 
value our dependability. As a CEIV-certifi ed airline, 
we strive to play our part in the cool-chain and meet 
our customer’s temperature requirements. Even in 
the toughest conditions.

Wherever your pharma goes.
We keep cool.

Chief Executive 
Eagle Rail  

“Overhead 
rails up the 
mountains 
could move 
containers 

to these 
depots away 

from the 
port”
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Focus ON
Perishables

JUNE saw the WCA 
Perishables network go live 
with its Perishables Global 
Standard (PGS). The 
initiative, spearheaded by 
the network’s general 
manager, Adam McKenna, is 
part of an attempt to tighten 
up and improve standards 
among shippers of foods and 
other perishable goods.  

Speaking to Voice of the 

Independent, McKenna says 
that while pharmaceuticals 
have seen a raft of new 
standards and regulations 
come into play, there seems 
to have been little appetite 
for similar standards on 
foodstuffs.  

“On the pharmaceuticals 
side, GDP was huge. On 
perishables, there was 
nothing. No standards. 
When you think about it, 
really step back and look at 
it, it is absolutely crazy there 
was nothing already in place 
to protect the food we eat 
while it’s being shipped 
around the globe,” he says.  

“With people operating to 
PGS standard and having the 
sort of openness and 
visibility modern supply 
chains demand… we believe 
this can be a big asset in an 
overall improvement of 
processes.”  

The standard went live at 
the World Specialty Logistics 
Fair in Barcelona, during 
which 25 members 
undertook procedures to 
gain their PGS certification. 
Of those 25, only one failed 
to meet the grade. Far from 
being flung out, that member 
has been welcomed into the 
Perishables Academy to help 
improve its processes, with 
an aim to becoming PGS-
certified in the near future.  

“What we want is for those 
members that are good to 
improve, and those that are 
not good to either recognise 
this is not their speciality and 
step back, or to commit to 
making improvements so we 
can get them PGS-certified,” 
McKenna continues. “And 
based on our launch, it has 
been well-received. 
Members went back to their 
respective organisations and 
have already begun rolling 

out improvements.”  
Alongside members, 

McKenna says an airline 
participated and as a result, 
the network is looking to roll 
it out as a standard across 
aviation. In fact, he has set 
quite a tight timeframe for 
members, with plans to have 
all those involved in 
perishables PGS-certified in 
the next two years.  

“Yes, within two years we 
want perishables forwarders 
[to have] PGS,” he continues. 
“If they have not managed to 
obtain it, we will ask that 
they join the perishables 
academy, which will allow 
themselves to work on the 
areas perhaps they are not as 
strong on, and then reapply.”  

Despite the rapidity 
involved in this next step, the 
network has not sought to 
rush processes at the 
expense of quality. And while 
June represented its key 

launch, McKenna notes that 
it underwent a 
soft launch back 
in September 
2018 in an 
attempt to even 
out any kinks.  

“It’s all down 
to attention to 
detail, and we 
believe we’ve 
got that, and we 
believe the 
members think 
we have that,” he 
says. “Of the first 
intake, we had 
members from 
every continent 
and we are 
happy with the 
numbers, but 
more 
importantly we 
are happy with 
the quality as 
they all operate 
to a higher standard.”  

The PGS launch comes 
during a buoyant period for 
perishables shippers. 
McKenna says his members 
are also optimistic about the 
market, with reports 
claiming it could grow by as 
much as 16 per cent annually 
over the five years from 
2018. With it already valued 
at just shy of US$170 billion, 
those forwarders who can 
stand out from the crowd 
will be well-placed to reap 

the rewards of this growth. 
WCA Network 

member Morgan 
Cargo’s 
commercial 
manager, Storme 
Valentine, 
echoes this 
sentiment.  

“It’s a healthy 
market in that 
there will always 
be demand,” says 
Valentine. But 
this demand is 
also causing 
notable strain on 
the supply chain, 
with container 
lines reportedly 
rushing to order 
refrigerated 
containers 
(reefers) in an 
effort to plug an 
increasing gap 

between supply 
and demand.  

At the start of the month, 
ONE announced that it had 
put in an order for 6,000 40ft 
high-cube reefers as it looks 
to bolster its reefer capacity 
to 240,000 teus by the end of 
2019. And in July, Hapag-
Lloyd placed an order for 
13,420 new reefer 
containers – its largest ever. 

The carrier’s order is for 
12,450 40ft reefers and  970 
specialised 20ft units, with 
the first units delivered by 

Perishables market ripe for change 

ADAM MCKENNA
WCA Perishables network

"It is 
absolutely 
crazy there 
was nothing 

already in 
place to 

protect the 
food we 

eat while 
it’s being 
shipped 

around the 
globe”

The WCA PGS initiative was launched at the World Specialty 
Logistics Fair event in Barcelona, during which 25 members 
undertook procedures to gain their PGS certification
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November. They will lift the 
line’s reefer fleet above 
100,000 units and coincide 
with the beginning of the 
Latin America fruit export 
season – particularly 
blueberries, cherries and 
avocados – but are also likely 
to be used for 
transporting fish 
and meat. 

The reefer 
shortfall is no 
recent 
phenomenon. 
Drewry 
Maritime’s 
Reefer Shipping 
Annual Review 
and Forecast 
2019/2020 
claims there has 
been a scarcity 
since 2016 
following a 
“dramatic halt in 
reefer 
equipment expenditure by 
cash-strapped shipping lines 
in 2016 which led to acute 
shortages in several regions”. 

The maritime advisory 
group also believes this 
historic shortfall will 
continue to reap havoc, with 
demand expected to outstrip 
supply until at least 2023, 
even factoring in an 
anticipated 4.5 per cent 
bump in reefer fleet growth.  

“While we expect 
container carriers to 
continue to improve the 
effective availability of 
reefer containers through 
more centralised inventory 

and imbalance management, 
Drewry’s data indicates that 
equipment supply conditions 
will remain tight,” notes 
director of research 
products, Martin Dixon. 

“With cargo owners 
increasingly reliant on 
container carriers to move 
perishable products, given 
the ongoing decline in the 
specialised breakbulk reefer 
shipping fleet, refrigerated 
shipping capacity could be 
constrained during seasonal 
peaks.” 

But there is also concern 
that while volumes in 
perishables continue to 
grow, for ocean carriers the 
growth may not be as 
exciting as earlier seen. 
Drewry notes that growth of 

seaborne 
refrigerated 
volumes – which 
include both 
reefer container 
and breakbulk 
shipments – has 
begun to 
decline. This, it 
says, has been 
driven by a 
slowdown in 
shipments of 
meat and 
poultry, fish and 
seafood, and 
banana 

shipments, as 
well as a 

contraction in deciduous 
trade. Last year, the global 
trade in perishable goods 
amounted to 129m tonnes, a 
three per cent growth over 
the year before, and less 
than the 3.5 percent average 
annual growth recorded 
between 2007 and 2017.  

There are undoubted 
bright spots though. Maersk 
Line has been busy plucking 
volumes from the sky, in this 
case literally, with news that 
it completed its first 
seaborne shipment of fresh 
mangoes from India to the 
UK.  

The movement was 

precipitated by a spike in air 
freight rates earlier in the 
year, with prices out of India 
soaring by as much as 30 per 
cent – likely linked to the 
grounding of Jet Airways. 
Some, likely of the more 
optimistic persuasion, have 
suggested this may be the 
tipping point for air freight.  

Managing director for 
Maersk South Asia, Steve 
Felder, says: “A strong 
demand for mangoes in 
European markets provided 
us with a chance to leverage 
our superior technology in 
preserving refrigerated 
(reefer) cargo. 

“Through this shipment, 
we were also able to 
strengthen our relationship 
with government bodies, 
including the Agricultural & 
Processed Food Products 
Export Development 
Authority (APEDA). We 
believe that this successful 

project will further open 
doors for trade of more 
premium commodities.” 

It is not just the ocean 
carriers that believe they can 
take volumes off the air 
waves. Valentine says there 
has been an ongoing 
challenge over capacity 
issues on scheduled airline 
services. This, she says, has 
forced the company to look 
at chartering its own flights.  

“Our market is time 
critical, so airfreight will 
always be the gold standard, 
but we have seen a shift on 
how we move the product – 
so regular flight schedules 
versus charters,” she 
continues. “We’re currently 
running several charters 
worldwide – it has its risks 
but so far we have not 
struggled for capacity.” 

And not only this, she has 
also begun to recognise the 
seeming strength in sea 

freight, and its ability to 
cater to the stringent 
demands of perishables 
shippers. For Morgan Cargo, 
she says it is another 
department that has been 
growing year-on-year.  

“The digital and IoT 
technology being deployed 
in sea freight is still in its 
infancy and currently it’s not 
usually available to everyone 
using the services,” she says. 

“Its potential is 
plain for all to see, 

but we’re still not sure 
how that application will 

actually extend shelf life of 
less robust (usually not 
suitable for sea freight) 
products at this stage. The 
only real benefit we are sure 
our clients would be 
interested in is shorter 
shipping times, and port call 
times, which new blockchain 
technology should be able to 
achieve through reducing 
inefficiencies and costs.” 

For Maersk, focusing on 
India represents a smart ploy, 
with the country responsible 
for just under half of global 
mango production – in 2017 
it produced about 19.5m 
tonnes, and according to 
Indian government statistics, 
the UK is the second largest 
importer of Indian mangoes, 
and last year bought some 
4,000 tonnes of the fruit. 
Which brings us neatly onto 
the UK, and, of course, 
Brexit.  

Perishables

Perishables market ripe for change 

MARTIN DIXON
Drewry

"Drewry’s 
data 

indicates 
that 

equipment 
supply 

conditions 
will remain 

tight"

continued on page 8
STEVE FELDER
Maersk Line
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Focus ON
Perishables

It remains the elephant in 
the room… at least for EU-UK 
trade. Headlines abound of 
how the UK may find itself 
cut off from the single 
market, unable to get the 
medication and food its 
citizens require. And a report 
from the British Medical 
Journal suggests the 

increased costs of fruit and 
vegetables could lead to a 
decreased intake among UK 
citizens. Citing scenarios 
modelled, these spikes in cost 
could lead to anywhere from 
a 2.5 per cent decline in 
intake to as much as an 11.4 
per cent drop, which could hit 
volumes for forwarders and 
have health implications for 
consumers.  

A gamut of government 
ministers has sought to quell 
these fears, many claiming 
they will, “if deemed 
necessary”, fly the goods in by 
express air freight. Of course, 
flying goods in is hardly likely 
to reduce costs. And what the 
current government deems 
necessary may not 
necessarily square with the 
expectations of the wider 

populace. But are forwarders 
concerned? 

“Our view is the UK 
government has been 
working with their EU 
counterparts on ensuring 
seamless procedures 
between the European and 
UK seaports,” says Valentine. 
“We’ve seen the marketing 
for the innovation that the 
French government has with 

its ‘Smart Border Facility’. In 
theory this should mean 
ANPR cameras and other 
technology would be used to 
identify HGVs that have 
completed customs 
procedures before reaching 
the ports and allow for no 
stops at the borders. Of 
course, this makes 
sense for the 
French as much 
as it does for 
[the UK], as the 
French don’t 
want to see any 
new controls 
overloading 
their 
infrastructure.”  

Despite the 
French claims, 
Valentine says 
she and the 
team remain 
uncertain on 
whether the 
technology has 
actually yet 
been put in place and is 
working, and the French 
government has recently 
been quiet on the matter too.  

“There has been no recent 
update on it from the French, 
as far as we can tell,” she 
continues. “We’ve done what 
we can to mitigate delays on 
the UK side, but we think this 
is probably a ‘wait and see’ 
scenario. Brexit may shift 
where products are imported 
from, but the volumes are not 
likely to drop. It’s a cliché, but 
the key is to know where to 
look, and to anticipate future 
trends, for instance the 
growing volumes of 
superfoods like berries. We 
make sure we’re leading the 
market in capitalising on 
those opportunities.”  

The present uncertainty 
surrounding the UK, however, 
cannot be ignored. Valentine 
says the last 12 months have 
been tough for the UK’s 
perishables export market . 
She points to the shortage of 
labour and the subsequence 
increase in labour costs 

around the country, the 
devaluing over the last few 
months of GBP and the 
unwillingness of 
supermarkets to offer any 
flexibility in pricing despite 
the negative macro-economic 
impact.  

“This has seen our clients 
really having to 

clamp down on 
costs which 
directly affects 
us,” Valentine 
continues. “We 
have the same 
labour shortage 
and cost 
demands and 
have to work 
very hard at 
minimising cost 
increases to keep 
the industry 
viable for both 
ourselves and 
the client.”  

One way in 
which Morgan has 

sought to do this is to actively 
assist its clients with 
marketing. A particular focus 
has been on opportunities in 
Rwanda. Valentine believes 
the East African nation 
represents a real opportunity 
moving ahead and says she is 
“looking forward” to seeing 
new markets like Rwanda 
open up. 

“Over the last year our 
trade flows have definitely 
started shifting towards more 
exporting of UK products into 
the middle and far east and 
China,” she continues. “A 
devalued GBP will encourage 
exports, and we anticipated 
this would be the case with 
Brexit. We placed our 
business to take advantage of 
a growing export market. We 
assist with several value adds 
like ink-jetting and labelling, 
packaging and short-term 
office facilities. We are BRC, 
AEO and EC-accredited, so 
food producers are happy to 
start using our facilities to 
re-label and export into these 
markets.”   

Brexit still the elephant in the room
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“A devalued 
GBP will 

encourage 
exports, 
and we 

anticipated 
this would 
be the case 

with Brexit"

Over the last year trade flows for Morgan Cargo have started 
shifting towards more exporting of UK products into the 
middle and far east and China
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Insights IN
Seafreight – comment by Mike Wackett

Members mourn passing of Franky Franz
IT is with deep sadness that we announce the 
passing of our great WCA member and friend, 
Franky Franz of PT Dian Mulia, Indonesia. 
One of the founding members of WCA, he was 
a part of it for 20 years, helping us become 
what we are today.

"Franky was known to so many members, 
always impeccably polite and sincere with 
friends and business partners alike, and was 

known for his kindness," said WCA president 
David Yokeum. "Many people in the logistics 
industry had personal 
long-term friendships 
with Franky."

He will be sadly missed 
by members and all the 
WCA Staff that had got 
to know him.

RED flags are being unfurled 
in ocean carrier boardrooms 
across Europe and Asia, as 
container lines prepare 
themselves for a sharp 
downturn in demand at yet 
another critical juncture for 
the liner industry. 

Customers be warned: you 
are in for a rocky few months 
of squeezed capacity as the 
container lines strive to 
adjust to the softer market 
demand. 

Indeed, the captain has 
switched on the seat-belt 
signs and some severe supply 
chain turbulence is expected. 

CMA CGM’s negative 
second quarter result was the 
final piece in the jigsaw of a 
disappointing Q2 
performance by the major 
lines, that is estimated to have 
left the carriers with a 
cumulative $500m of red ink 
in the first half of the year. 

This deficit at the H1 stage 
would usually not be so 
alarming given that the 
traditional peak season 
influence as a rule ensures a 

bumper profitable harvest for 
carriers in Q3, and often 
results in a legacy of 
improved rates well into the 
final quarter. 

However, this 
year the outlook 
is far from 
reassuring on 
the two major 
tradelanes, Asia 
– Europe and the 
Transpacific, 
which are the 
key components 
of a profitable 
year for the 
major carriers. 

For example, 
notwithstanding reported 95 
per cent load factors on 
westbound Asia – North 
Europe sailings in August, 
spot rates on the route have 
remained stubbornly low this 
year and at the beginning of 
September were about a 
third lower than at the start 
of January. 

Fears of a recession in 
Europe, and the fallout from 
Brexit, are said to be the main 

reasons for a drop in forward 
orders which will ultimately 
translate into a reduction of 
headhaul bookings. 

Meanwhile, on 
the Transpacific 
tradelane the 
impact of the 
tit-for-tat trade 
war between the 
US and China is 
starting to hurt, 
as traders 
struggle to 
navigate their 
way through the 

volatility and 
uncertainty of the 

hobbled market. 
As in the final months of 

2018, carriers on the routes 
from Asia to the US will likely 
enjoy a temporary boost from 
an element of tariff-hedging 
frontloading, but eventually 
this will end and leave the 
container lines once again 
scratching around for 
bookings. 

With China’s national 
Golden Week holiday in the 
first week of October looming 
and the booking outlook 
thereafter appearing to be 
extremely soft, carriers are 
deploying the only tool that 
they have in their box: blank 
sailings. 

Between them the member 
lines that make up the three 
alliances have pulled a 
significant amount of capacity 
around the Golden Week 
factory shutdown, and in 
some cases have given their 
customers less than four 
weeks’ notice, which in the 

context of the supply chain is 
just not enough time to avoid 
disruption. 

Quite rightly shippers will 
protest bitterly, but their 
complaints will mostly land in 
the dusty in-trays of the 
disused customer services 
offices of the shipping 
companies, who are only 
focused on kicking their 

bottom lines back into shape. 
Moreover, supply chain 

disruption is generally good 
news for the carriers, as it 
results in shipper fear - which 
in turn equates to higher 
freight rates. 

Anybody have a feeling of 
déjà vu? 

Supply chain turbulence expected

MIKE WACKETT
Sea Freight Consultant, FICS

Customers 
be warned: 
you are in 

for a rocky 
few months
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FORWARDERS are being 
warned that potentially 
cheap rates offered by FedEx 
in Latin America may not be 
sustained, and that the 
integrator has form for 
turning its back on forwarder 
customers. 

FedEx announced last 

month that it would acquire 
Bogota-based Cargex, a 
perishables transport 
specialist with a track record 
of 25 years. 

The company has branches 
in Medellin, Cartagena, 
Buenaventura and Santa 
Marta and, in addition to the 

forwarding operation, the 
deal includes Agencia de 
Aduanas Aduanamos, an 
affiliate that provides 
customs brokerage services.   

Cargex will operate under 
FedEx Logistics and will 
complement the integrator’s 
recently announced Miami-

Colombia route, it said.  
“This is bigger than beefing 

up its capabilities in Latin 
America,” said Dean Maciuba, 
director consulting services 
at Logistics Trends & Insights 
and a former FedEx manager.   

“It’s doubling down on its 
biggest strength – the largest 
cargo aircraft fleet 
in the world,” he 
said, adding that 
FedEx had cut 
costs in virtually 
all areas, with 
the exception of 
the cargo airline.   

But to use it 
efficiently, it will 
need to step up 
its pursuit of 
forwarders to 
gain sufficient 
loads. 

Maciuba has 
heard indications that FedEx 
has been offering steeper 
discounts to select forwarder 
customers, although it 

appears to have refrained 
from a broad pricing 
offensive.   

Forwarders that have been 
in the industry for some time 
will recall that FedEx and 
UPS welcomed business from 
them until they generated 
enough business on their 

own to reach the 
desired load 
factors, 
whereupon they 
turned their 
backs on 
forwarder loads. 
They will be 
wary of a repeat.   

“Forwarders 
remember, but 
at the end of the 
day what’s going 
to drive the 
decision? Price,” 

Maciuba said. Even 
with discounts, FedEx’s rates 
will not be in the bargain 
basement, but they may be 
attractive to some 

customers.   
Taking over a cargo agent 

gives FedEx a direct avenue 
to more forwarder business 
on its planes, he said, and 
reckons that the integrator 
will make further acquisitions 
in this arena.  

Cargex is not the only 
forwarder that has been 
brought into the FedEx fold 
in the past 12 months. Last 
October Sydney-based 
logistics provider Manton 
Air-Sea agreed to enter the 
FedEx fold under the FedEx 
Trade Networks division.  

Taking over a perishables 
specialist in a market 
dominated by perishables 
exports seems a logical step 
in Latin America, but it also 
gives FedEx a handle to tap 
into a growing sector that has 
held up better than the 
general air cargo market.  

“Are there opportunities 
with perishables? Definitely,” 
Maciuba said.   

Forwarders warned of 
FedEx bearing gifts 

“This is 
bigger than 

beefing 
up its 

capabilities 
in Latin 

America"

Shippers given green guidelines for 
supplier choice 
FORWARDERS may face greater scrutiny in 
the procurement stage over their 
environmental strategies, following the 
publication of new guidelines for shippers. 

Shippers have been offered a “toolbox” to 
help them gauge and reduce transport 
emissions during freight procurement – 
sending “a message” to the transport 
industry.  

The guidelines were created by Smart 
Freight Centre and the World Business 
Council for Sustainable Development 
(WBCSD) to help freight buyers reduce the 
greenhouse gas emissions  in their supply 
chains.  

Transporting goods around the world 
generates 8 per cent of global CO2, but most 
shippers depend on their freight transport 
providers to cut emissions.   

“The beauty of our guidelines is that they 
allow companies and organisations to 
leverage climate action through their 

supplier contracts,“ said Sophie Punte, 
executive director of Smart Freight Centre.  

“It is a logical next step for companies that 
set targets and report logistics emissions 
across their global supply chains using the 
Global Logistics Emissions Council 
Framework.”  

The guidelines provide companies with 
ways to identify gaps and integrate emissions 
reduction into the procurement process. For 
example, they advocate standardising 
emissions calculations and reporting 
requirements for freight operators, advise 
what data to collect and help shippers advise 
their freight providers on how to cut 
emissions.   

María Mendiluce, WBCSD managing 
director, said: “The guidelines are a practical 
tool for companies to integrate low-carbon 
transport decision criteria into existing 
procurement processes and send a market 
signal to the freight and logistics sector.” 
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SECURITY worries are overshadowing the 
promise of the Internet of Things (IoT). It is 
hard to estimate who is more excited about 

the awesome potential of the 
technology – logistics 

companies looking 
at tremendous 

gains in 
efficiency, or 
cyber crooks 
salivating at 
the prospect 
of myriad 

ways to 
access systems 

and wreak 
havoc. 
The logistics 

arena is a prime 
battle zone. 

According to a study 
by the Sans Institute, 

80 per cent of cyber 
breaches originate in the 
supply chain. In one 

infamous episode, 
supplier-provided 

keyboard software gave 
hackers access to data of 600,000 Samsung 
Galaxy users. 

IoT integrates a plethora of devices into 
data flows. By one estimate, some 30 billion 
connected devices will be part of the global 
IoT base, up from 14.5 billion four years ago. 
The question is not if a company’s system will 
be compromised, but when. 

Criminals are spoilt for choice with 
countless access points. Lars Jensen, CEO of 
SeaIntelligence Consulting, cited one instance 
where hackers got access to the system of a 
casino through a pump in an aquarium in a 
lobby. 

“It only requires one device to be unsafe to 
compromise everything,” he stressed. 

Vetting all suppliers along a chain is not 
feasible, not to mention that it would have to 
be done on an ongoing basis, he pointed out. 

Companies feel vulnerable. The fate of 
Maersk, which suffered a crippling 
breakdown from the NotPetya attack with a 

cost between US$250 million and $300 
million, is probably the starkest illustration of 
this. Jensen pointed out that Maersk had 
actually spent a lot more than most other 
logistics firms on cyber security. Moreover, 
the shipping giant had not even been targeted 
directly; it was collateral damage. 

“You always have to assume that you can be 
breached at any point in your network,” he 
said. 

Experts have no doubt that cyber crime will 
continue to grow. Cybersecurity Ventures 
predicts that the global cost of computer 
crime will exceed $6 trillion by 2021, which 
would be double the level of 2015. 

This may be the tip of the iceberg. Many 
incidents go unrecorded. Companies are 
reluctant to expose them, lest they are 
perceived as unreliable business partners, 
Jensen noted. 

Maersk did share its experience with the 
global community. This should have prompted 
heightened security efforts around the 
industry, but one year later many notorious 
security gaps have not been addressed by a 
lot of operators. 

In its State of Logistics Technology Report 
published last month, Eft noted 
that only 43 per cent of shippers 
and 35 per cent of logistics 
service providers surveyed have 
a chief information security 
officer (CISO). 

But Jensen cautioned that 
having a person in charge of 
cyber security could lead to 
complacency in the rest of an 
organisation. “You can’t leave this 
with the CISO or the IT 
department,” he stressed. 
Security awareness has to 
permeate the entire organisation, and it has 
to be led from top management, he added. 

Many companies use the ISO 27001 
security standard as a starting point. This 
should get everybody within the firm on the 
same page and keep people and processes 
focused on constant monitoring and risk 
evaluation. 

Jensen agrees that ISO is a good point of 

departure, but points out that: “Just because 
you conform to a standard doesn’t mean your 
performance is good.” He advocates three 
fundamental building blocks – awareness 
training for employees, technical training for 
IT people that gives them the key tools, and to 
get an external penetration test done. 

The last element always reveals 
vulnerabilities. The point is to get a better 
understanding of where these are, Jensen 
remarked. “It gives you a true picture of 
where you are, not where you think you are.” 

Since hackers can gain access 
to the system, the important 
thing is to prevent the infiltration 
from spreading. Jensen 
advocates that companies 
organise multi-layered defences 
that contain breaches, much like 
an onion. 

This means companies have to 
find a balance between the 
dictates of connectivity and 
untrammelled data flow on the 
one hand, and security on the 

other. Inevitably this leads to 
compromises and the acceptance of some 
risk, but at least companies should be aware 
of those risks and how damage can be 
addressed. 

Contingency plans are essential. 
Cybersecurity Ventures advises that firms 
should have security incident response plans 
– to manage the aftermath of an incident and 
prevent future breaches – as well as a 

business continuity plan. 
Backing up data is one step, but 

management should consider a scenario 
where everything is down – computers, 
servers and even phones – and figure out how 
long the firm could stay in business before it 
went belly up, Jensen advises. This time frame 
provides the maximum window for back-up 
solutions to come in from scratch. 

For all the apocalyptic visions of a cyber 
attack, it should be noted that most breaches 
are not instances of brilliant hackers devising 
new intricate weapons. The majority of 
incidents are performed with tools that have 
been known for years, Jensen noted. 

Another important point is that this is not a 
quest for the perfect solution. 

“It will never be bullet-proof. You just have 
to elevate it to a point where it’s too much 
bother for the criminals, so they go and look 
elsewhere,” Jensen said. “If you and I meet a 
lion and that lion is hungry, I don’t need to 
outrun the lion, I just need to outrun you.” 

Logistics firms struggle 
with IoT security risk

“It only 
requires one 
device to be 

unsafe to 
compromise 
everything”

LARS JENSEN
SeaIntelligence Consulting


