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CONTAINER shipping lines are in 
the midst of a perfect storm of 
weak trade and higher fuel costs, 
leading to an increased risk for 
their financial future. 

A further deterioration in the 
outlook for shipping has resulted 
in another full-year growth 
downgrade by Drewry.  

This is especially unwelcome 
news for carriers which, over the 
next few quarters, face a fight for 
survival in the face of a steep 
jump in operating costs as a 
consequence of the IMO’s 0.5 per 
cent sulphur cap on marine fuel 
that will become law on 1 
January next year.  

The consultant said it now 
expected global port throughput 
to rise by just 2.6 per cent this 
year – its previous prediction was 
3 per cent, in turn an adjustment 

on its original 3.9 per cent.  
“The weight of risks 

pressing down on 
the container 
market seems to be 
getting heavier by 
the day,” said Simon 
Heaney, senior 
manager, container 
research, at Drewry 
and editor of the 
Container 
Forecaster.   

“The situation has 
been exacerbated 
by a brace of new 
problems that cloak 
the market in 
further layers of 
concern and 
uncertainty,” said 
Heaney.  

He added that although port 

statistics for the H1 period 
“were reasonably 

strong, and 
consumer demand 
had been fairly 
resilient”, some key 
indicators had 
“taken a sharp 
decline”, which had 
influenced the 
consultancy’s 
thinking.  

In July, the IMF 
slashed its forecast 
for world trade 
growth for goods 
and services by nine 
percentage points, to 
2.5 per cent, warning 
that global growth 

remained “subdued”, 
citing the fallout from 

the US/China trade war, rising 

geopolitical tensions and 
uncertainty over energy prices.  

And with a financially 
disappointing first half for the 
industry, followed by a soft peak 
season acting as a drag on freight 
rates, thus hobbling the results of 
ocean carriers, the analyst has 
flagged up the impact of IMO 
2020 as the new “major risk” for 
container lines.  

Drewry’s current estimate is 
that containership operators will 
be faced with an additional 
$11bn fuel bill related to the 
transition to low-sulphur fuel, 
and moreover, some of that 
expense will be incurred in the 
final quarter of this year in the 
switch–over in vessel tanks to 
LSFO (low-sulphur fuel oil).  

Weak trade and higher fuel costs are leading to increased risk
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Nevertheless, Drewry said 
its “working assumption” 
was still that carriers would 
have more success in 
recovering the extra costs 
associated with IMO 2020 
than they had from fuel 
surcharges in the past.  

Carriers have failed to get 
compensation for previous 
big spikes in bunker prices 
or for the higher cost of 
ultra-low-sulphur fuel in the 
SECA (sulphur emission 
control) regions of Europe 
and the US.  

But this time around the 
stakes are far higher. 
Drewry warned that some 
lines may need to take 
drastic action to avoid 
bankruptcy.  

“In that scenario, carriers 
will try to protect cash flows 
by restricting capacity as 
best they can through a 
combination of measures, 
including further slow-
steaming, more blank 
sailings and off-hiring of 
chartered vessels,” said 
Heaney. 

And indeed they have. 
Weakening demand 
forecasts for the post-
Golden Week period have 
led to carriers announcing 
more blanked sailings. 

The 2M Alliance and 
shipping line Zim have 
blanked five more voyages 
from Asia to the US east 
coast in October, suggesting 
that the booking outlook has 
significantly worsened since 
the carriers decided on their 
holiday capacity 
withdrawals for the 
tradelane a few weeks 
previous. 

Maersk said in an advisory 
to customers on October 7: 
“Due to the expected slow 
volume pickup following the 
Chinese national holiday, we 
have decided to adjust 
capacity to meet forecasted 
demand by extending 
blankings in the coming 
months. We will keep 
monitoring the situation and 
make further 
adjustments if 
needed.” 

2M partner 
MSC said in its 
advisory that 
the adjustment 
to its advertised 
sailings would 
help it “match 
capacity with 
the expected 
weaker market 
demand”. 

But now the 
softer demand 
apparent on 
other routes 
appears to have caught up 
with the Asia-USEC trade, 
obliging carriers to take 
radical action to rebalance 
supply with demand. 

The 2M pulled its TP10/
Amberjack eastbound 
sailing from Xingang 
“without notice”, cancelled 
two more voyages, and will 
void another sailing in 
weeks 42 and 43. 

Israeli carrier Zim, which 
pools its vessels with the 
2M in a ‘strategic 
partnership agreement’, will 
no doubt also advise its 
customers of the new 
October blankings on its 
ZBA (Zim Big Apple) and 
Z7S (Zim Seven Seas) 
services to the US east 
coast. 

Carriers are hoping that 
the strategy of blanking 
sailings will mean that they 
can at least stabilise the 
market in the coming weeks. 

Analyst Alphaliner said: 
“Further rate weakness is 
expected to be revealed in 
the coming weeks, with 
rates of below $500 per teu 
to Europe and $1,100 per 
40ft to the US west coast 
already being offered by 

carriers.” 
It is particularly important 

for the Asia-Europe trades 
that the rate erosion is 
halted quickly and a 
recovery curve is begun, 
given that new annual 
contract negotiations would 
normally begin next month.  

“We are quite concerned 
about our annual contract 

business,” one 
carrier source 
said. “At the 
moment we are 
not in the best 
position to start 
the ball rolling 
and I can see us 
deferring initial 
talks for as long 
as possible.”  

Meanwhile, 
other 
forwarding 
sources 
confirmed there 
were “very low 

rates” being 
touted in the market.  

“They [carriers] seem 
more concerned in nailing 
down their low-sulphur fuel 
surcharges, but at the same 
time are offering us, almost 
daily, silly short-term rates 
from China,” said one UK 
forwarder. 

Another UK forwarder 
said he had been “unable to 
get any sense” out of 
carriers when discussing 
nominated export sailings 
for November. 

“I just don’t think they 
actually know what they are 
going to be doing. We have 
been told to deliver to 
Felixstowe for a vessel that 
has already changed its 
name three times,” he said. 

“And I can see what is 
going to happen again – we 
will get a call to say our 
boxes will not be shipped 
unless we agree to a higher 
price. They will have us over 
a barrel, with our boxes 
stuck on the quay.” 

He added: “We just need 
to know what we are paying 
when we book the box, high 
or low. If we agree a price, 
we expect the carrier to 
honour it, as we have to with 

our customers.” 
Meanwhile, CMA CGM 

has announced that it will 
increase its 40ft FAK rate 
from North Europe to Asia 
to $850 from 1 November. 

The first adjustment this 
year by the French carrier of 
its backhaul rates could 
coincide with what 
European exporters fear: a 
severe capacity crunch as a 
consequence of the vast 
number of blanked 
westbound voyages this 
month. 

Worryingly for the 

container lines, Asia-North 
Europe spot rates are some 
22 per cent below the level 

of 12 months ago, and for 
the US west coast they are 
about 18 per cent down. 

Some lines may need 
to take drastic action

continued from page 1
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Spotlight ON
Brandon FriedGlobal Shippers Forum

Shippers urge end 
to surcharges 
LAST month the 
International Chamber of 
Commerce (ICC) issued its 
much-anticipated set of 
revisions to Incoterms – the 
international commercial 
terms that clarify the 
obligations of buyers and 
sellers in trade contracts. 
Incoterms 2020 
will come into 
force on 1 
January. 

Advance 
copies of 
Incoterms 2020 
were being 
handed round 
delegates 
attending the 
recent Global 
Shippers Forum 
(GSF) meeting in 
London, a 
gathering of 
various countries’ national 
shipper councils. Shortly 
after its working groups 
concluded their discussions, 
GSF chairman Sean van Dort 
and James Hookham, general 
secretary, sat down with The 
Voice of the Independent to 
talk about what shippers 

really want. 
Most of it can be summed 

up in one sentence: Get rid 
of surcharges. 

Surcharges, contends van 
Dort, are “a cancer in our 
industry to which there 
appears to be no medicine”. 

He had spent the previous 
few days urging 
countries 
around the 
world to look at 
legislation 
introduced in Sri 
Lanka in 2014, 
which specified 
that all charges 
for shipping 
containerised 
cargo must be 
quoted so as to 
cover the entire 
cost of the 

carriage of goods 
from origin to destination or 
agreed delivery points, and 
effectively introduced all-in 
freight rates for the 
country’s shippers and 
consignees. 

“The golden rule is that the 
contracting party is liable for 
all prices, which means that 

the service provider cannot 
issue charges from a 
non-contracting party – that 
means that terminal charges 
applied by ports to shipping 
lines, or container washing 
facilities to shipping lines, 
cannot be passed on to 
shippers because shippers 
are excluded from these 
contracts. 

“Sri Lanka had 44 
surcharges for imports and 
most of these were 
purchased on CIF [cost, 
insurance, freight], and to 
secure volumes, the shipping 
lines offered very low freight 
rates and used the 
surcharges to make up their 
earnings,” he says. 

After Sri Lanka passed the 
law, it brought down the cost 
of exporting out of Colombo 
by 32 per cent-48 per cent, 
and van Dort is calling on 
legislators from other 
countries to follow its lead. 

“The fact is that Sri Lanka 
cannot do this on its own – 
we need other countries to 
introduce similar legislation, 
and I understand that Nigeria 
for one, is looking very 

closely at this,” he says, 
although he adds that local 
lawmakers will need to stand 
up to vested shipping 
interests, which have come 
to rely on the myriad 
surcharges to turn a profit. 

“If you look at surcharges 
in some parts of the world, 
such as Nigeria where we 
have had a lot of complaints 
from the shippers’ 
association, all the money is 
going to foreign-owned 
shipping lines – it is basically 
capital flight out of Nigeria; a 
drain on the country’s 
foreign exchange. 

“When we brought the 
legislation in in Sri Lanka 
there were all sorts of 
threats – often made by the 
shipping agents – that the 
ships would no longer call at 
Colombo; but that didn’t 
come to pass, and it wasn’t 
just Colombo’s favourable 
location, it was also the 
efficiency of its terminals, 
which are the best in South 
Asia.” 

Hookham argues that the 
race to the bottom that 
shipping lines have embarked 
upon, especially on the major 
east-west trades which have 
seen ever-increasing ship 
sizes, has had the unintended 
consequence of making 
surcharges ever more 
financially indispensable to 
carriers and their local 
representatives. 

“Our contention is that the 
shipping lines have been 
investing in larger and larger 
ships to bring the cost of 
shipping down and thus win 
market share through lower 
freight rates, but have used 
the surcharges as the only 
way to make profits; and the 
shipping agents have often 
been part of the problem – 
they also make their profits 
from taking a slice of those 

surcharges. 
“We have no issue with the 

shipping lines making a 
profit, but we want visibility 
on what we are being 
charged, because some of 
them are frankly 
questionable; we want to be 
charged an all-in rate. 

“What we are looking for 
is for carriers to provide us 
with all-in pricing, just as you 
have in the airline 
industry.” 

He says that 
the GSF and its 
member shipper 
associations 
around the 
world would 
look to use the 
forthcoming 
new edition of 
the Incoterms as 
a catalyst to 
demand all-in 
pricing from 
carriers. 

“We are going 
to use the new 
edition of 
Incoterms as a 
platform to 
advise against the use of 
Free On Board (FOB) 
contracts,” van Dort says. 

“FOB simply isn’t 
applicable for container 
cargo because as a shipper I 
cannot fulfil my obligations 
– it was developed during 
the breakbulk era. 

“However, one of the 
reasons why it is still used is 
because it is used to obtain a 
letter of credit from banks.  

“It is the banking model 
that needs to catch up, 
rather than persisting with 
this outdated model because 
it provides an opportunity 
for carriers and agents to 
then apply the surcharges,” 
he continues. 

Meanwhile, Hookham says 
that the shippers are 

increasingly concerned with 
the looming IMO 2020 
low-sulphur fuel laws: “We 
need to keep a handle on this 
before it becomes another 
VGM [verified gross mass], 
which was a nightmare in 
terms of surcharges – again, 
what we are looking for is 
all-in pricing, whether that is 
on the spot market or within 
confidential contracts.” 

However, van 
Dort predicts an 
uphill battle for 
shippers. “I’m 
afraid that the 
issue of 
surcharges is 
likely to get 
worse before it 
gets better as a 
result of IMO 
2020, and we 
need to find a 
way forward on 
this, because it is 
not going to go 
away, and 
shippers are not 
going to stop 
calling for an end 

to surcharges. 
“Look at terminal handling 

charges (THCs), which we 
have been arguing against 
for years. There’s no such 
thing as THC; the only THC I 
know of is the active 
ingredient in cannabis. But 
we are charged a terminal 
handling charge. However, 
the port charges the shipping 
lines a series of charges, 
which are then bundled up 
and passed on to us with no 
clarity as to how accurate 
they are. 

“So, we will continue to 
request that shipping lines 
and shipping agents charge 
us an all-in rate and let the 
shipper have the privilege of 
using market forces to help 
them decide which service 
provider to use,” he says. 

SEAN VAN DORT 
Chairman

“a cancer 
in our 

industry to 
which there 

appears 
to be no 

medicine”

JAMES HOOKHAM
General Secretary 
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COMPANIES have decried 
the trade in shark fins 
following the news that 
Ethiopian Airlines flew two 
shipments of fins from 
Ecuador, via Miami, to the EU 
and on to Hong 
Kong. 

The carrier 
denied it had 
knowingly flown 
the fins. A 
spokesperson 
said: “Ethiopian 
Airlines is not 
involved in shark 
fin shipments 
from anywhere 
in the world.”   

But two 
shipments flew 
out of Quito on 
September 21 
and, according 
to the air waybill, were sent 
under the name of Ferva 
Delivery. But a source in 
Quito said Ethiopian’s 
capacity was controlled by 
AD Cargo in Madrid, and its 
agent in Ecuador.  

The source added: “This is 
a really disgusting trade, and 
this is not a good and moral 
operation.” 

Neither AD Cargo nor 
Choice Cargo in Quito 

responded to questions.  
A local source said another 

shark fin shipment had been 
booked on the following 
week’s flight, but was 
cancelled a few days 

beforehand. 
“They got 

spooked,” said 
the source. “It all 
got very serious. 
But all the 
market knows.” 

Both 
shipments flew 
as ‘Freight 
remains on 
board’ (FROB) 
through Miami. 
One source said 
Miami Customs 
was primed to 
inspect the next 

shipment.  
While the law on the 

shipment of shark fins is 
extremely complex, and 
revolves around the type of 
shark and additional 
documents that may be 
required, many airlines have 
banned this cargo. 

Research shows that 
between 73m and 100m 
sharks are killed each year 
by finning, damaging the 
marine ecosystem. A variety 

of shark species are 
threatened by finning, 
including the endangered 
scalloped hammerhead 
shark.  

While some GSAs 
indicated that it was a 
violation of law to transit 
shark fins via the US and EU, 
Miami Airport (MIA) said it 
was down to federal 
agencies.  

“MIA does not have a 
separate policy on 
transportation of shark fins,” 
said Emir Pineda, manager, 
aviation trade & logistics, 
marketing division. 

But he added: “The airport 
and its tenants are bound by 
US law/international law 

regarding the shipment of all 
items, whether transit or 
origin/destination. 
As far as I know 
it is illegal to 
import shark fins 
without the 
associated 
carcass of the 
shark. I am not 
fully aware if it is 
illegal to transit 
the US with 
shark fins.    

“There is not 
much we can do 
since this is 
regulated by 
federal 
government.”  

But a spokesperson for 

IATA said: “It is legal to 
transport shark fins and it is 

left to the airlines’ 
commercial or 
moral decision. 

“Never theless, 
such products 
have to be 
traded with 
CITES (the 
Convention on 
International 
Trade in 
Endangered 
Species of Wild 
Fauna and Flora) 
permits and 
evidence must 

be provided that 
they are harvested 

from a sustainable fishery, 
legally. Live Animals 
Regulations stipulate that it’s 
the carrier’s responsibility to 
verify the presence of 
required documentation.  

 “Some airlines have 
restrictive carriage policies 

and will only accept 
shipments when the shipper 
provides proof that the 
shipments are independently 
verified as being sustainable 
shark and shark-related 
products. Some other airlines 
will not carry shark fins.”  

One airfreight company 
executive said: “We have to 
change people’s minds. It is 
just unacceptable to endorse 
such practices. I really feel 
concerned, and this will be 
the central issue of the our 
next internal newsletter.”

EVGENIYA Khokhlova, who represents the Russian 
association (FAR) and is a specialist in Project Logistics for 
SVH-Freight, has won the FIATA Young International Freight 
Forwarder of the Year (YIFFY). 

The award, sponsored by the TT Club, was announced in 
early October at FIATA’s World Congress in Cape Town. 

Khokhlova will receive two, one-week training sessions 
with TT Club at one of its regional headquarters in London, 
New Jersey or Hong Kong. 

The three regional finalists were: Africa/ Middle East - Enos 
Chapara, tracking and documentation agent, Bollore 
Transport and Logistics, Zimbabwe. Americas - Rachael van 
Harmelen, business unit sales manager at DSV Panalpina, 
Canada. Asia Pacific - Phillip Burgess, South Island manager, 
Burnard International, New Zealand. 

Now in its 21st year, the YIFFY has championed the 
development of young professionals in freight forwarding. 
Each year, four regional finalists are selected from multiple 
entrants located across the world and invited to attend the 
FIATA World Congress, providing each finalist with invaluable 
learning and networking opportunities. 

The candidates must submit a 6,000-word dissertation 
outlining the pertinent details of an import and export 
shipment from their native country. The four finalists then 
present their dissertations in person to a panel of judges at 
the Congress where the overall winner is selected. 

FIATA’s president Babar Badat said: “The prestige of the 
YIFFY Award has long been recognised. FIATA values highly 
the operational excellence that the award represents.  

“We encourage our member associations to re-double their 
efforts in putting forward candidates for the 2020 Award and 
in promoting training and professional advancement 
opportunities in general.” 

The 2020 YIFFY Award will be presented at next year’s 
FIATA Congress in Busan, South Korea. 

Russian win for Young 
Forwarder of the Year

Concerns over shark fin trade  

“Ethiopian 
Airlines is 

not involved 
in shark fin 
shipments 

from 
anywhere in 

the world”   

EMIR PINEDA
Miami International Airport

A variety of shark species are threatened by finning, including 
the endangered scalloped hammerhead shark
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FIATA’s World Congress in 
Cape Town in early October 
has seen the association 
make a few changes, 
including to its Model Rules, 
its prevention of bribery 
guidelines, and new training 
for forwarders to prevent 
wildlife trafficking.  

The revision of its Model 
Rules for freight forwarding 
services takes into account 
various changes in the 
business landscape and legal 
requirements. 

The Rules stipulate 
general principles on the 
rights, obligations and 
liabilities of forwarders and 
their customers, whether 
the forwarder was acting as 
the shipper’s agent or as 
contractual carrier. In 
particular, they cover the 
basis of liability, exclusions 
and monetary limits of 
liability for forwarders. 

Richard Gluck, chair of 
FIATA’s Advisory Body Legal 
Matters, explained that the 
committee looked at how 
business practices and laws 
had evolved since the model 
rules were first formed  

in 1996.  
“For example, the updated 

Model Rules introduce a 
broader definition of notices 
‘in writing’ to 
allow for new 
means of 
electronic 
communication 
to be used in the 
industry,” he 
explained.  

“Because 
other specific 
legal 
requirements 
vary from 
country to 
country, such as 
those applicable 
to data 
protection or 
statement of 
verified gross 
mass of the 
cargo, 
forwarders are 
also urged to update 
relevant articles in their 
service agreements based 
on their own business 
models and applicable laws 
in the country or regions 
where they operate.” 

FIATA president Babar 
Badat added: “The Model 
Rules, along with the FIATA 
documents such as the 

FIATA 
Multimodal 
Transport Bill of 
Lading, play 
critical roles in 
setting basic 
service 
standards and 
aligning the 
forwarder’s 
responsibility on 
a global scale. 
FIATA will keep 
updating these 
documents to 
reflect new 
business 
practices and 
regulatory 
requirements.” 

FIATA has 
also published a 

best practices 
paper on the prevention of 
bribery. It provides 
forwarders with advice on 
internal control measures, 
and how to cooperate with 
other stakeholders to 
prevent it. 

The Corruption 
Perceptions Index 2018 of 
Transparency International 
reported that more than 
two-thirds of 180 countries 
and territories covered 
scored below 50 on a scale 
of between 0, highly corrupt, 
and 100, very clean, 
revealing that the world 
economy is still heavily 
burdened by corruption, 
noted FIATA. 

“As a sector deeply 
involved in cross-border 
trade and frequently 
interacting with public 
officials, the international 
logistics and freight 
forwarding industry has a 
relatively high risk of 
exposure to corruption or 
bribery." 

Gluck said: “Our member 
companies requested a guide 
to combat bribery and 
corruption. This best 
practices paper ... 
emphasises the significance 
of establishing and 
implementing a systematic 
anti-bribery policy in the 
enterprise, with a strong 
leadership commitment 

against bribery behaviour. It 
recommends adoption of 
clear rules on sensitive 
issues like gift-giving, 
facilitation payments and 
employment of third-party 
service providers. 
Recommended processes to 
deal with bribery 
solicitations from public 
officials are also included to 
help members in such 
situations.” 

The forwarding 
association also launched a 
digital, three-hour course on 
the prevention of wildlife 
trafficking. 

The course provides 
freight forwarders with 
“essential information to 
detect, respond to, and 
report instances of wildlife 
trafficking”.  

The course is available, 
free of charge through the 
FIATA Logistics Academy 
and was developed in 
partnership with TRAFFIC, 
the wildlife trade monitoring 
network.  

“Freight forwarders have 
the ability to be game-
changers in preventing the 

exploitation of their 
businesses by wildlife 
traffickers,” said Issa Baluch, 
FIATA Logistics Academy. 
“Awareness and training are 
critical and our new digital 
course will make it easy for 
freight forwarders to 
become part of the solution,”    

All details on the changes 
at FIATA can be found at 
FIATA.com. 

FIATA updates rules, and offers 
training on trafficking and corruption

BABAR BADAT
FIATA
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Focus ON
Air Charter

Un-chartered skies as ‘peak’ fails to excite 
SUMMER 
lulls are 
part-and-
parcel of the air 
freight market. This year, 
however, some players are 
reporting that the lull 
appears to be stretching 

beyond its 
usual window.  
Jamie Peters, 

director of cargo 
charters at Hunt & 

Palmer (H&P), says he and 
his team do not expect the 
peak season from Asia to 
Europe and North America 
to be strong, believing  
carriers have sufficient 
capacity to meet higher 

demands, should they arise.  
Group director of freight 

at Air Partner, Mike Hill, says 
that the business level since 
the summer has remained 
“relatively low” particularly 
when compared to last year, 
when spikes in volumes led 
to upswings in the charter 
demand.  

“We are currently 
witnessing a significant 

softness within the market,” 
says Hill. “This was confirmed 
in conversations I had with 
many operators at the Air 
Cargo Europe exhibition in 
Munich this year back in 
June, where we were 
exhibiting as usual.  

“One of the main factors is 
the trade dispute between 
China and the US. We didn’t 
feel a big impact on the 
charter market at the time, 
but the business level since 
the usual summer lull has 
remained relatively quiet in 
comparison to the prior year.”   

As the year turns and we 
enter the final quarter, 
market data is indicating it 
will be an “unpredictable” 
one. Volumes in 
mid-September 
remained 5 per 
cent below 
those recorded 
at the start of 
August. This 
about-face in 
the market will 
mean a reset for 
charter brokers. 
Last year, Voice 
of the 
Independent 
reported that 
while ad-hoc services had 
been the traditional bread 
and butter for brokers, 
successive years of strong 
peaks and dwindling capacity 
had seen a surge in shippers 
turning to brokers to shore 
up space and prevent 
repeat-performances of 
goods being stuck, with no 

room on the plane. As a 
result, brokers witnessed a 
rise in forward bookings.  

Peters noted that over the 
course of 2018 he and the 
team had secured more 
forward bookings than ever. 
Similarly, so too did 
Chapman Freeborn. For this 
year, however, the numbers 
have not matched up to 
those reported in both 2017 
and 2018. When questioned 
whether H&P was still 
getting block-bookings out 
of fears of spikes and limited 
capacity, Peters’ answer was 
definitive: “Not this year”. His 
comments are echoed by 
Hill. 

“We are not receiving any 
block-bookings 

currently due to 
there being no 
limited capacity 
issue on the 
market,” says 
Hill. “We are not 
expecting any 
significant 
pre-orders for 
cargo charter 
series this year, 
in the way that 
we have seen in 

the past, when 
our forwarder clients have 
wanted to secure peak 
season availability early on. 
We will have to see how this 
year’s peak season develops. 
Considering the weak 
market currently, I don’t 
think we can expect this year 
a storm of early peak season 
demand as we have had in 
the past.” 

That said, Peters is pretty 
positive on the present state 
of play, with year-to-date 
enquiries and bookings both 
up on last year.  

“So, we are fairly positive 
despite the wider market 
reporting a slow-down,” he 
continues. “Many carriers 
are more proactively chasing 
us for feedback, which is 
most unusual. Due to our 
continued sales efforts our 
business continues to come 

from a variety of worldwide 
clients, although European-
based clients this year have 
been the most productive 
region for us. Verticals such 
as high value cargo, oil & gas, 
government & military 
materials, aircraft parts and 
entertainment equipment 
are the most common 
commodities.”  

Over at Chapman 
Freeborn, group cargo & 
OBC sales director Reto 
Hunziker also seems positive 
on the current state of the 
market, noting that while the 
broker has had to face up to 
its present challenging 
conditions, results have been 
“very positive”.  

“One of the general trends 
we’ve seen this year is a shift 
in demand away from the 
more traditional trunk 
routes,” says Hunziker. “For 
example, demand has been 
high on intra-Asia routes, 
plus Asia to Middle East, and 
Middle East to Africa. 
Intensified trade tensions 
have inevitably impacted the 
air cargo industry as a whole 
- the market in general is 
seeing reduced demand 
between US and Asia in the 
last 12 months. The charter 
market is always a very 
event-driven business 
though – with demand levels 
shaped by factors such as 
humanitarian events, 
political events, and broader 

“We are 
currently 

witnessing 
a significant 

softness 
within the 

market”

RETO HUNZIKER
Chapman Freeborn

MIKE HILL
Air Partner



VOICE OF THE INDEPENDENT, OCTOBER 2019 9

Air Charter

Un-chartered skies as ‘peak’ fails to excite 
market conditions. This year 
has been the same.  We’ve 
already had responses to 
humanitarian situations in 
Africa, and Hurricane Dorian 
in the Bahamas.” 

Then, of course, there is 
Brexit. The UK’s decision to 
leave the EU, which may have 
occurred by the time you 
read this -  or may have been 
delayed or rescinded -  has 
resulted in heightened 
demand for charter brokers.  

“The Brexit situation is a 
good example of how 
anticipating and planning for 
charter demand is a 
challenge,” says Hunziker. “As 
a charter broker, we have 
many ‘just-in-time’ clients – 
for example European 
automotive manufacturers 
– as well as other time-
sensitive industries including 
aerospace, pharmaceuticals, 
energy etc. The critical 
challenge as a broker is often 
securing capacity for our 

clients in a market with a 
minimal supply of freighter 
aircraft. Many shippers are 
adopting a ‘wait-and-see’ 
approach before contracting 
– but demand is likely to 
outstrip supply in 
the event of a 
no-deal Brexit 
situation.” 

And for one 
new charter 
broker, Brexit 
provides the 
perfect 
opportunity to 
testcase its 
offering. 
Launched on the 
first day of Air 
Cargo Europe in 
Munich, 
CharterSync has 
the stated aim of hoping to 
disrupt the industry with 
real-time information on 
flights.  

Established by two young 
commercial pilots, one of 

which was also a charter 
broker “with a leading 
brokerage”, and one of which 
is a tech whizz kid, the 
company has been two-and-
a-half years in the making. It 

provides an online 
platform through 
technology, 
developed by 
co-founder 
Simon Watson 
and delivered by 
a German 
technology 
partner.  

Not only does 
it allow 
forwarders to 
find charter 
flights, it also 
shows the 

trajectory of 
relevant aircraft, cutting out 
inappropriate charter 
requests, sends a message to 
the airline, and comes back 
with a price… all within 
minutes.  

“We track all the aircraft in 
the charter space, and have 
very sophisticated 
algorithms,” says Watson. 
“We are very selective with 
airlines, and want those with 
a good reputation, good 
maintenance and aircraft 
that specialise in ad hoc 
flying.” 

The technology, which is 
compatible with Android, IoS 
and applications such as 
Whats App, can also show 
the flight itinerary. And, 
importantly for CharterSync, 
the technology is pending a 
patent, which it believes will 
be difficult for others to 
emulate. Watson’s partner, 
Ed Gillett says one of the 
main competitive advantages 
is that the founders have 
experience as a broker, and 
as a pilot, to pull all the 
information together. The 
company currently has eight 

airlines involved, all 
operating lighter twin-
engined aircraft on intra-
European routes. It aims to 
launch a pilot shortly with 
one forwarder. 

“We are simplifying the 
process for forwarders,” says 
Gillett. “We are giving them 

greater access to the market. 
We want to sort out the 
relevant requests – an 
aircraft might not be in the 
right location, or has the 
wrong payload. We send 
accurate and relevant 
information. 

FOR Hill, Hunziker, and Peters, SME 
forwarders are a vital part of their businesses. 
Hill notes that a “significant portion” of Air 
Partner’s business comes from SMEs. This, he 
says, is largely driven by the type of business 
the smaller and medium sized forwarders 
enter into.  

“Due to extreme competitiveness of general 
cargo rates versus the multinationals, there is 
a tendency for smaller forwarders to find 
themselves specialising in niche business 
which require such solutions as cargo charter 
or Onboard courier,” Hill says. “We have here 
very loyal relations, as the forwarders know 
that we respect their position and role within 
charter projects. This is why we have a good 
reputation amongst the forwarder community 
in general and our long-term participation in 
networks such as WCA has simply 
strengthened such relations with our 
forwarder customers.”  

Likewise, Peters praised the importance of 
the SMEs, noting that the majority of H&P’s 
business stems from medium-sized 
forwarders. He says the company benefits, 
and is “fortunate to have loyal clients” across 
all continents. Similarly, Hunziker says the 
plethora of global offices operated by 
Chapman means it is able to form strong local 

relationships with our clients.  
“Even in the case of forwarders who may 

have some in-house charter experience, we 
have areas of niche expertise which can be 
called on when needed for specific projects – 
for example our specialist animal transport 
division Intradco Global,” he adds. “Whether 
our clients book one charter a year or 500, 
they are all important to us.” 

Brokers also expressed relief that Volga-
Dnepr Airlines (VDA) has backtracked on its 
decision to stop working with them - and also 
had begun offering improved terms to 
customers. The change of heart was seen at 
June’s Air Cargo Europe event in Munich, 
where brokers were informed they were no 
long blacklisted. 

Chapman Freeborn noted that “we are 
friends again”, while Air Charter Service said it 
was happy to be able to offer its customers 
the most price options and solutions possible. 

Concerns that brokers would retaliate by 
not working with Volga-Dnepr Group and 
related airlines, such as AirBridgeCargo and 
Cargologicair, appear not to have come to 
fruition. 

But brokers did say they would approach 
the group in future with “an element of 
caution”. 

Nice, niche business

Brokers expressed relief that Volga-Dnepr Airlines (VDA) has backtracked on its decision 
to stop working with them – and also had begun offering improved terms to customers

ED GILLETT & SIMON WATSON
CharterSync

“We track all 
the aircraft in 

the charter 
space, and 
have very 

sophisticated 
algorithms”

continued on page 10
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Focus ON
Air Charter

“We have seen 
inefficiencies in this market 
for a long time now. We can 
see all of it – from the 
loadmasters, to ground 
handlers, and flight paths. 
And we have an operations 
team that can help with slots 
and other issues.”  

As the market enters the 
traditional peak season for 
air cargo, Gillett says that the 
company has seen the 
demand for air cargo 
charters increase month by 
month since the platform 
launched in June this year.  
He says that with lengthy 
lead times resulting from 
road, air charter still provides 
a “lifeline” to allow time 
critical cargo to arrive in 

time. 
“As the UK heads into 

unchartered territory with 
the imminent exit from the 
EU, we have seen a large 
number of our clients asking 
us to assist with their air 
charter preparations.   
Ensuring there is no 
disruption to the supply 
chain in both directions is 
essential, and something that 
can be managed more 
efficiently through our 
platform. In strong demand 
peaks, it is the power of our 
technology that helps to 
streamline and provide 
forwarders with the most 
suitable aircraft in a matter 
of minutes.”  

For Hill though, the 
situation is markedly 

different. “No one is booking 
Brexit flights yet as it is still 
50/50 whether it will be 
necessary, and whether a 
no-deal Brexit can be 
avoided. In the case of a 
‘no-deal’ Brexit, it seems 
quite likely there will be a 
customs backlog at UK and 
French entry points, which 
could cause significant 
disruption to European 
supply chains, especially to 
the automotive sector. When 
called upon, forwarders can 
rely on Air Partner to 
urgently organise and 
operate ad-hoc emergency 
aircraft charters and OBCs 
to overcome port delays and 
keep the supply chains 
moving.”  

This determination to 
“keep supply chains moving” 
resulted in Air Partner 
opening a new office in 
Singapore earlier 
this year. While 
Hill admits it has 
not been the 
“best market 
conditions” to 
do this in, he 
stresses that it 
did establish the 
presence in time 
to see what the  
peak season 
might deliver 
this year.  

“As when we 
established in 
Germany in 
2007, we again 
are entering a 
market where 
our competitors have been 
present for many years, so 
we have a lot of catching up 
to do,” he continues. “We 
have to introduce ourselves 
locally, which is being helped 
by our global reputation. For 
example, there are many 
multinational forwarders 
who have been referred to us 

in the area, due to our 
existing good relations with 
them in other parts of our 
freight network. Formerly 
we had only our leasing/
remarketing division in 

Singapore, but 
now we are 
offering all our 
charter products 
in the APAC 
region. Due to 
the differing 
structure within 
Air Partner 
Freight 
compared to our 
competitors, we 
are very much 
one team 
located in a 
virtual office, 
spanning the 
world, with no 

internal rivalry, 
so there is a special, 

very close cooperation 
between our Far East and US 
team, serving that trade lane, 
with many mutual projects in 
the region already 
completed.” 

But rumblings of conflict in 
the Middle East may unseat 
some of the optimism 
otherwise flowing through 

the charter sphere. Following 
a drone strike on oil facilities 
in Saudi Arabia, there has 
been increasing concern and 
volatility surrounding the 
price of oil. Peter Stallion of 
Freight Investor Services 
notes that it has had an 
unpredictable effect on fuel 
pricing increases, and on 
costs passed through into 
carrier’s fuel surcharges and 
base airfreight rates.  

“Given the violence of this 
increase, with Brent Crude 
Oil, a key benchmark for jet 
fuel hedging climbing as 
much as 20 per cent in a few 
minutes on Monday [after 
the strike], the pass-over into 
linked markets (air, container 
freight) is somewhat 
inevitable,” he said last 
month.  

Analysts predicted at least 
a short-term spike, with S&P 
Global Platts noting that “oil 
prices had fallen after an 
initial surge as there seem to 
be significant volumes of oil 
in Saudi storage, which 
should help keep exports 
flowing and mitigate any 
disruption in the short term”. 
It further suggests that 
prices are likely to stay 

supported, as the geopolitical 
risk premium has come back 
into focus, adding that 
“prices are likely to break out 
of the $55-$65/b options 
range, more likely testing the 
high of $70/b” previously 
forecast, if not higher.  

In general, though, the 
response from brokers 
appears calm. Peters points 
to an “initial fear” over a 
spike in oil prices but says it 
now appears it will be less 
significant than first thought. 
Likewise, Hunziker does not 
seem too fazed, simply 
stating that oil prices always 
impact the air cargo industry 
as a whole. Hill’s view, 
however, is a little more 
cautious.  

“We will have to wait and 
see what happens in regards 
to the situation in Saudi and 
US/Iran relations,” he says. 
“The instant hike in the oil 
rate after the strike on the oil 
plant was short lived and the 
price stabilised back to 
pre-strike levels very soon 
afterwards. But yes, it’s a 
volatile atmosphere at the 
moment that can have a 
dramatic effect on airfreight 
and charter rates at any time.” 

Ensuring there is no disruption to 
the supply chain is essential
continued from page 9

“No one is 
booking 

Brexit 
flights 

yet as it is 
still 50/50 
whether 
it will be 

necessary”

The determination to “keep supply chains moving” resulted in Air Partner opening a new office in 
Singapore earlier this year

Hong Kong delays 
screening rule 
THE launch of Hong Kong’s new x-ray screening rule for air 
cargo has been delayed due to concerns over the city’s ailing 
economy and potential supply chain disruption.   

The Civil Aviation Department (CAD) has announced that 
the phased implementation of the ICAO security requirement 
– starting with 25 per cent screening of all shipments – would 
be pushed back from November until January 2020.    

“The government fully appreciates the industry’s strong 
demand to boost the export air cargo throughput towards the 
end of this year, especially noting the sharp decline in air 
cargo throughput in the first half of 2019,” CAD said.   

“This [adjustment] would allow the air cargo industry more 
time to cope with the enhanced security screening 
requirements amidst the economic challenges the industry is 
facing.”    

The delay was welcomed by Hong Kong’s shippers and 
forwarders, who noted that the community was not yet 
prepared for the changes. 

As it stands, the requirement will be gradually increased 
until June 2021, when 100 per cent shipment screening will 
be enforced.   

Hong Kong reportedly has only seven in-house screening 
facilities so far approved by CAD out of 110 applications.    

There are fears the airport could lose a key advantage over 
regional competitors, since cargo cut–off times could be 
increased in line with mainland China, where there is already 
100 per cent screening.   
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PEOPLE outside the UK 
could be forgiven for getting 
bored, or confused, or 
downright bewildered by the 
constant machinations of the 
Brexit saga. (That’s also true 
for those in the UK, of 
course.) The last month or so 
has seen the stakes raised 
considerably. Political 
positions, once reasonably 
moderate albeit divided, 
have now widened 
considerably, with the gulf 
between sides growing ever 
larger. At the time of writing 
– and please note, this is a 
very moveable feast - the 
choice looks likely 
to be between a 
no-deal Brexit, 
or no Brexit at 
all.  

For those who 
have not 
followed every 
twist and turn: 
in theory, 
notwithstanding 
various political 
manoeuvres still 
likely to come, 
the UK is 
destined to 
leave the EU on 
October 31. The 
current (again, 
at the time of 
writing) 
government, which has no 
majority in parliament, 
insists the UK will leave on 
that date, “do or die”, which, 
given the absence of 
agreement with the EU, 
means a no-deal Brexit. The 
majority, however, though 
not in government, has 
managed to pass a law 
preventing the government 
from leaving without a deal. 
That is the current impasse, 
in a nutshell. 

As the ‘no-deal Brexit’ has 
been ratcheted up by the 
new government, businesses 
have been scrambling to 
prepare for a scenario that 
was barely envisaged three 

years ago – and which has 
been soundly warned 
against. The government has 
also published its Operation 
Yellowhammer report, which 
contains the probable 
challenges that will be faced 
by the UK and its long-
suffering businesses in a 
no-deal Brexit. 

Yellowhammer 
The Yellowhammer 

documents indicate 
significant “sustained queues 
at ports with high volumes of 
EU traffic”, with “tens of 
thousands” of trucks turned 

away for non-
compliance, and 
the ports of 
Liverpool, 
Holyhead and 
Portsmouth 
expected to 
reject two thirds 
of trucks.   

“On ‘day 1 no 
deal’, 50-85 per 
cent of HGVs 
travelling the 
short Channel 
straits may not 
be ready for 
French customs,” 
stated the 
report. “The lack 
of trader 

awareness, 
combined with limited space 
in French ports to hold 
‘unready’ HGVs, will fill the 
ports and block flow.  

“The worst disruption to 
the short Channel straits 
might last for up to three 
months before it improves 
by a significant level to 
around 40 to 70 per cent 
(due to more traders getting 
prepared), although there 
could continue to be some 
disruption for significantly 
longer.  

“In the event of serious 
disruption, the French might 
act to ensure some flow 
through the short Channel 
crossings.”  

It says the delays might 
last as long as six months, 
which would have an impact 
on medical and veterinary 
supplies, and adds that 
industry stockpiling would 
not be able to match the 
four-to-12 weeks’ stockpiling 
that took place in March this 
year in the face of similar 
concerns. 

Head of global and 
European policy at the FTA 
Pauline Bastidon said she 
fears drivers may be caught 
in a “Catch-22” as a result of 
divergent no-deal customs 
processes.    

“Under the plans, 
documentation for Calais-
bound exports will be 
pre-lodged on IT systems, 
with the idea that these are 
then validated once the 
vehicles are on the ferries,” 
she said.    

“Some IT systems are 
ready to do this, but others 
are not, which means on the 
Calais-side drivers could find 
themselves with uncleared 
shipments leaving them 
trapped in the port.”   

Drivers caught in this 
predicament would lack the 
correct documents to return 
shipments to the UK, leaving 
them with the option of 
remaining in the French port 
or dumping their load.   

Leaving their load in Calais 
would of course incur 
demurrage charges, which 
would bring its own 
problems.    

“It poses a real Catch-22 
for the drivers, and there are 
several problems in this 
respect as the hauliers 
themselves are not 
responsible for the bulk of 
documents,” said Bastidon.    

“These papers are the 
responsibility of the traders, 
not the hauliers or the 
drivers.”   

Of course, queues at the 
border (and we won’t even 
get started for now on 

northern Ireland, and the 
island of Ireland) are 
not the only 
potential 
hiccups 
– there are 
some more 
long-term 
problems. 

Brexit 
could 
exacerbate 
the worsening 
shortage of 
workers in the UK’s 
logistics industry if the 
government does not adjust 
the working criteria for 
non-UK citizens. 

Sally Gilson, head of skills 
at the FTA, warned that the 
parameters under which new 
arrivals can obtain work 
would likely miss the needs 
of the logistics industry 
altogether. 

According to FTA research, 
some 12 per cent of the UK’s 
HGV driver workforce, 14 
per cent of van drivers and a 
highly significant 34 per cent 
of fork-lift truck drivers are 
non-UK EU nationals. 

It is expected that under 
post-Brexit immigration 
legislation, non-UK nationals 
who want to work in the 
country will have to earn a 
minimum annual salary of at 
least £30,000 and be 
educated to at least level 3, 
effectively university degree 
level. 

“This completely ignores 
the reality of the logistics 
industry – about 90 per cent 
of logistics workers are 
educated to level 2 – driving 
an HGV is a highly skilled job, 
but not necessarily an 
academically skilled job. In 
addition, 82 per cent of the 
UK’s logistics workers earn 
under £30,000 a year,” she 
said. 

She also urged EU workers 
who wanted to continue 
working in the UK after 
Brexit to apply for “settled 
status”. 

She added that the UK 
transport firms still trying to 
fill the growing driver 
shortages would find it 
increasingly hard to attract 
EU drivers, whether Brexit 
takes place or not. 

There is a fairly long list of 
potential problems, but the 
export of live animals and 
animal products will also face 
obstacles.  

A whole new level of 
sanitary and phytosanitary 
(SPS) checks could come into 
force, and some of these 
would also apply to fresh 
produce exports. 

Sarah Laouadi, European 

policy 
manager at 

the FTA, said: 
“UK exporters [of live 

animals and animal products] 
will need to secure SPS 
certificates which will need 
to be signed by an official vet 
– but there’s a shortage of 
these in the UK. 

“The UK government is 
trying to find ways round 
this, such as allowing vets to 
sign for a period of time 
rather than for a specific 
consignment.” 

She said 
exporters would 
need to develop 
a checklist to 
make sure their 
consignments 
would be able to 
cross borders. 

“The first step 
is to secure the 
export health 
certificate, and 
to make sure 
your haulier has 
a copy of this, 
because it will 
be required at 
borders,” she 
explained. 

A further 
complication of 
SPS regulations 
is likely to be found with 
consignments loaded on 
pallets, because, in the event 
of a no-deal Brexit, they will 
have to be on pallets that are 
ISPM 15 compliant – wood 
pallets have been found to 
transmit diseases and insects 
and have to be treated to 
prevent this. 

FTA manager of 
international transport and 

trade procedures John Lucy 
said: “This means wooden 
pallets moving from the UK 
to the EU in a no-deal 
scenario would be subject to 
checks – and there are not 
enough ISPM15-compliant 
pallets to handle the existing 
volume of trade. 

“However, on the import 
side, the UK government has 
said there would be no 
enforcement measures, and 
currently we don’t expect the 
EU checks on this to be 
systematic. But for products 
that are normally subject to 
SPS inspections, we would 
strongly recommend using 

ISP15-compliant 
pallets.” 

However, 
there is no 
requirement for 
traders and 
transport 
providers to 
actually declare 
that they are 
carrying pallets 
across borders. 

“This could 
become quite a 
difficult issue,” 
he said. 

All of this – 
and more - could 
come to pass on 
November 1. Or 
none of it. Or it 

could come in later. 
Or not. But as the no-deal 
politicians ramp up their 
rhetoric, it’s been left to the 
logistics industry to work out 
how disruptive a no-deal will 
be.  

The FTA has worked 
tirelessly on Brexit for three 
years. We would recommend 
that any reader with 
questions start there, or ask 
BIFA. 

Deal or no deal? Brexit ...

Challenges IN
Brexit

businesses 
have been 
scrambling 
to prepare 

for a 
scenario that 

was barely 
envisaged 

three years 
ago

“Calais-
side drivers 
could find 

themselves 
with 

uncleared 
shipments 

leaving them 
trapped in 
the port”  

PAULINE BASTIDON
FTA

SARAH LAOUADI
FTA

The Yellowhammer documents indicate significant “sustained queues at ports with high volumes 
of EU traffic” with “tens of thousands” of trucks turned away for non-compliance
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FORWARDERS have been 
quick to dispute arguments 
from airline executives that 
they should not claim 
compensation from carriers 
for the air cargo cartel. 

Following the news that 
Lufthansa Cargo paid an 
undisclosed compensation 
settlement to DB Schenker, 
airline executives were quick 
to suggest that the money 
should have instead gone to 
shippers, who were the ones 
who ultimately overpaid for 
freight carriage.  

“This is as unjust to our 

industry as it gets,” said one 
key airline executive. “The 
forwarders 
cannot be 
allowed to get 
away with this.”  

“I am 
surprised 
shipper 
associations 
have not picked 
this up and gone 
to town with it,” 
said another.  

But 
forwarders were quick to 
disagree. One told Voice of 

the Independent that 
forwarders did have a right 

to the 
compensation.  

“Forwarders 
had to balance a 
lot of risk to not 
lose money over 
the fuel 
surcharges. 
Many lost out, I 
assure you. And 
when the 
investigations 

started, the US 
Department of Justice 
thought it was a vertical 

cartel, so forwarders had to 
spend a lot of money on 
lawyers to defend 
themselves. And if there was 
a ruling that forwarders 
should get the money, who is 
to tell them what they should 
do with it?” 

Another commented: “DB 
Schenker was the aggrieved 
party in the lawsuit, not the 
shippers. Of course it should 
benefit from the proceeds of 
the settlement. The airlines 
engaged in anti-competitive 
practices in order to 
artificially inflate the value of 

their 
services 
above 
market 
rates. Their customer sued, 
and was compensated.” 

Thus far, shipper 
associations have been 
reluctant to get involved.  

One said that with a large 
number of small shipper 
members, the legal and 
administrative costs – as well 
as management time – would 
far outweigh any financial 
gains for a single 
member.   

Another 
association 
added that 
Schenker, via its 
subsidiary DB 
Barnsdale, 
which made the 
settlement, had 
said some 
money would go 
to shippers.  

“I don’t know 
the payout of 
the settlement, 
and what part is 
for shippers and 
what part for 
the forwarder, 
but the fact that 
it is a settlement 
between two 
German entities 
makes us 
somewhat laid 
back to really 
act.”  

However, one 
concerned executive said 
this only partial promise of 
money raised the question as 
to whether this “latest raid” 
on airlines was for profit, or 
to remedy a perceived harm 
to customers. It would 
further drive a wedge 
between airlines and 
forwarders, he added. 

Airlines fear that other 
forwarders may be tempted 
to go down the same route, if 
they think the money does 
not need to be paid out to 
their customers. But the risk 
of damaging relations with 
the airlines would be high, 
suggested one airline source.  

“Coupled with all the legal 
costs, bad relations with 
airlines and little to gain if 
they have to give it all back, 
maybe they will drop it. 
Imagine now if every 
forwarder starts asking the 
same in courts, citing this as 
precedent?”  

Forwarders that choose 
this route should be warned 

that they risk 
destroying value, 
said one 
executive.  

“Airlines 
should go to all 
electronic 
trading, and let 
the forwarders 
convince 
shippers they 
should be 
intermediaries 
based on value 
add. If they 
cannot add 
value, get the 
hell out of the 
business, as they 
are destroying a 
great industry.” 

Lufthansa 
Cargo had 
argued that it 
was better to 
pay now than 
face years of 
costly legal 

proceedings. The 
settlement paid to Schenker 
was “strictly confidential”, 
thus hampering the ability of 
shippers to seek accurate 
compensation.  

DB Schenker, via DB 
Barnsdale, has already 
settled with Singapore 
Airlines, Air France-KLM, 
Qantas and SAS. Six carriers 
have still to do so.  

“Hopefully they will stand 
their ground, but if they feel 
that they must compensate 
aggrieved parties, do it 
directly with the ultimate 
customers – the shipper or 
consignee,” said the air cargo 
executive. 

Forwarders fight back 
over cartel compensation

“This is as 
unjust 
to our 

industry 
as it gets”

“The airlines 
engaged 
in anti-

competitive 
practices 

in order to 
artificially 
inflate the 

value of 
their 

services 
above 

market 
rates”

Lufthansa Cargo paid an undisclosed compensation settlement 
to DB Schenker
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Insights IN
Seafreight – comment by Mike Wackett

ONCE again North European 
exporters to Asia stand to be 
the biggest losers from the 
drastic headhaul capacity 

reductions in October 
already announced by ocean 
carriers. 

Moreover, carriers are 

threatening to take out even 
more tonnage if the 
depressed booking situation 
continues into November 

and beyond. 
Each voided westbound 

voyage from Asia represents 
a cancelled export loader 
from North Europe and adds 
to the growing uncertainty 
afflicting the supply chain on 
this oft undervalued 
tradelane. 

But for 
carriers the 
silver lining is 
that freight 
rates will soar as 
shippers 
scramble for 
space in order to 
meet the 
conditions of 
their sale 
contracts. 

Some 20 
westbound 
sailings were 
cancelled by 
container lines 
in the third 
quarter as the 
traditional peak 
season turned 
into a damp squib and a 
similar number of voyages 
could be blanked before the 
end of the year if the market 
remains in the doldrums. 

One UK shipper source 
told me the other day that 

the message coming from his 
carriers was “as clear as 
mud”. 

That is most likely due to 
the fact that the lines have 
not actually decided for 
certain themselves on the 
final rotation of the vessels 

and want to keep 
their options 
open as long as 
possible, which 
could 
conceivably 
include a relay 
for UK imports 
from a hub port, 
thus there 
would be no 
export call. 

But that is 
hardly the way 
to run a liner 
service; in fact a 
tramp service 
operator would 
definitely give 
its customers 

more certainty! 
Oh, and just as 

shippers start to scramble 
for space as the export 
loaders dry up, the carriers 
are starting to increase their 
rates. 

In its first adjustment in its 
eastbound rates in more 

than a year CMA CGM has 
hiked its 40 ft FAK rate from 
North Europe to Asia to 
$850.  

The French carrier is 
certainly not the only line to 
take advantage of an 
expected eastbound slot 
shortage and raise its rates, 
and it would no doubt argue 
that it is simply the 
economics of supply and 
demand. 

But it is to be hoped that 
there will not be a repeat of 
the shenanigans of the acute 
capacity crunch in the spring 
of 2017, which was 
attributed to the ballasting 
of ships in connection of the 
realignment of the alliances. 

During that period when 
many boxes were left 
stranded on the quay, having 
been delivered to a carrier 
that no longer called at the 
port, they were effectively 
held to ransom for payment 
of charges and hiked freight 
rates. 

European exporters suffer again

MIKE WACKETT
Sea Freight Consultant, FICS

Each voided 
westbound 

voyage 
from Asia 

represents 
a cancelled 

export 
loader 

from North 
Europe

In its first adjustment in its 
eastbound rates in more than 
a year CMA CGM has hiked 
its 40 ft FAK rate from North 
Europe to Asia
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AUTHORISED Economic Operators (AEOs) 
can clear goods away from borders, are 
subject to fewer customs inspections and 
have priority status in times of heightened 
security. One Asian forwarder sees mounting 
interest in this issue among its clientele, so it 
introduced an electronic tool on its website 
last month that takes customers through the 
application process step by step, with 
guidance notes along the way. 

Upon completion users receive a summary 
that highlights potential areas of compliance, 
plus guidance on how to improve their profile. 
When these issues are remedied, the 
application forms can be automatically 
populated and submitted to UK customs. 

AGO Transportation has not received any 
queries about AEO status, but its customers 
frequently ask for guidance on a broad range 
of questions. “They want us to be brokers, 
forwarders, experts on tariffs and other 
things,” said AGO president Andre Goguen. 
He reckons that clients’ need for information 
has doubled. 

“Shippers are expecting forwarders to be a 
one-stop shop for information, and it’s not 
just about getting my shipment from A to B in 
the most cost-effective way at the best 
service,” noted John Haber, chief executive of 

supply chain consulting firm Spend 
Management Experts. “Forwarders are 
expected to be the experts, to be proactive 
rather than reactive, and inform 
shippers of developments before 
they happen. Move cargo from A 
to B – that’s just a commodity.” 

Not surprisingly a lot of 
questions lately have been on 
tariffs and their ramifications on 
supply chains. Issues concerning 
NAFTA and the implications and 
changes lurking in the planned 
USMCA regime set to replace it 
are also high on the list for AGO. 

Dealing with such enquiries on 
an ongoing basis is a stretch for a 
lot of forwarders, remarked 
Haber. “They’ve got to dedicate 
some resources to make sure 
they are informed about the 
latest developments in these 
areas,” he said. 

Besides, there is the small 
matter of time spent dealing with 
these queries. “Sometimes you 
have to sit down for several hours with a 
client. It’s becoming more and more difficult,” 
commented Goguen. 

The question most agents are wrestling 
with is in how far clients’ need for advice 
presents a revenue opportunity. 

“There is a clear line where you 
move into consulting. That’s a 
revenue opportunity,” remarked 
one US forwarder executive 
privately. 

“If the information is valuable 
enough, people will pay for it, but 
you have to justify that. You need 
to clearly define what the 
chargeable service element is. If 
presented and packaged 
correctly, there are revenue 
opportunities there,” said Haber. 

A key criterion is the question 
whether or not rival forwarders 
charge for information, he noted. 

“You have to ask yourself: ‘If I 
am not providing this 
information, is somebody else 
going to do it at no cost? Will I 
lose business?’” he said. 

He pointed to e-commerce 
vendors who feel compelled to offer 

free shipping because competitors are doing 
so. “Forwarders are kind of in this dilemma, 
but they are not quite there,” he said. 

“At least some of our competitors are 
charging,” reported Sandra Faraj, vice-
president of AGO. 

Not only shippers turn to her company for 
advice, she remarked. “We also have a lot of 
3PLs call us with questions about 
compliance.” 

With this group there usually is some form 
of compensation. “It’s give and take. They pay 
or they give us client leads,” Faraj said. 

Canada Worldwide, a wholesale courier 
firm that offers the capacity of the large 
express firms to SME shippers, has focused 
strongly on the e-commerce scene and is 
actively disseminating information. Besides 
posting blogs on issues on the website, the 
company’s executives frequently participate 
in educational sessions. As far as they are 
concerned, this is a catalyst for growth. 

“We’re growing the business through 
educating and educating to grow the 
business. These are not two different things,” 

commented Mo Datoo, director of strategy & 
planning. 

If approached about issues outside its 
expertise, such as packaging solutions, the 
company brings in experts to advise clients. 
“It’s no revenue for us, but important for the 
customer,” said Datoo. 

He had a word of advice on blogs. “They are 
educational, but it comes down to the topic. 
They’ve got to be relevant, and they have to 
be snappy,” he said. 

A blog on NAFTA turned into the firm’s top 
blog; another titled ‘how do you package your 
shipments?’ generated “not that much 
interest”, Datoo recalled. 

Faraj is less sanguine on blogs. 
“For us a personal approach works better. 

People prefer to talk to human beings; they 
like to have their hand held and be walked 
through the process. They don’t want to go to 
a website,” she said. 

On the other hand, writing a blog takes less 
time, possibly a lot less. 

Consulting: fee or free?

SANDRA FARAJ & ANDRE GOGUEN
AGO Transportation

“People 
prefer to 

talk to 
human 

beings; they 
like to have 
their hand 
held and 

be walked 
through the 

process”


