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 CONTAINER 
SHIPPING 

CRISIS

STATE OF THE INDUSTRY

What started in late 2019 as a small crisis in China

quickly swept across the globe and became a

pandemic of unexpected proportions. Now two-plus

years later, with some still in lockdown, but with light

at the end of the tunnel in several parts of the world.

Supply chains, logistics, transportation of raw

materials & goods, price explosions, and lack of

service have caused immense frustration in the

shipper community. 

CONTAINER SHIPING PROFITS 

PLGCONSULTING.COM

THE 'DROP-IN' RENEWABLE FUEL

SOURCES: PLG ANALYSIS OF CALIFORNIA AIR RESOURCES BOARD DATA; RBN ENERGY & BAKER O'BRIEN, NOV 2021

ELECRICVEHICLE PLATFORMS 

+$300B
estimated container

shipping profits
in 2021 - 2022 

or 219% CAGR from 2019's $5B.

 

$8,205/FEU
average spot rate

from Asia to the US West Coast at

the end of 2021, up from $3,730 in

January 2021. The 2022 spot rate

range continues to rise as high as

$14,000/FEU.

Source:  Journal of Commerce

Supply chain chaos is everywhere…lack of vessel space, full ships, rolled bookings,

blank sailings, high freight rates, lack of containers, congested port terminals, full

warehouses, lack of truck drivers, frustrated carriers, shippers, and end-consumers. It

does not appear that market analysts are predicting mass improvements through 2023

and likely 2024. Bad news for shippers, but good news for carriers! Enormous profits will

remain for all container carriers globally. 
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THE CHAOS REMAINS

Blank sailings and rolled bookings became commonplace globally in 2020 and 2021,

with continued practice into 2022.

Geopolitical issues (Ukraine/Russia conflict), China's zero-COVID policy, trucking labor

shortage, and the impending US West Coast port once-in-a-six-year wage negotiations

this summer are all looming signs the crisis could continue. 

In the meantime, freight rates for contracted as well as spot-rate shipments have

skyrocketed and continue to climb higher.

The impact of these market factors still remains today:

SOURCE: PLG CONSULTING

TRUCK DRIVER SHORTAGES:

In 2019 there was a severe truck driver shortage which led to delayed import

cargo pick-ups, late deliveries to distribution centers, and subsequently to end

customers. These delays resulted in missed door deliveries, high demurrage &

detention bills, and ultimately missed port cuts for exports. These massive supply

chain disruptions were felt in North America and around the globe.

OCEAN CARRIER BLANK SAILINGS:

If this alone wasn’t bad enough, ocean carriers discovered a new method to

manipulate space and freight rates. Scheduled vessel sailings were canceled

(so-called blank sailings), bookings were rolled, and consequent shipments were

delayed. This also resulted in tighter vessel space and created days and weeks

of cargo not getting on a vessel. Furthermore, customers saw massive delays in

their shipments arriving at their destinations in Europe, Asia, or Latin America.

Blank sailings were here to stay….

THE COVID-19 PANDEMIC EFFECT:

Unexpected and unpredicted, the COVID-19 pandemic hit in late 2019, and into

early 2020. And things got even worse. Labor shortages in the entire industry -

vessel, port staff, truckers, warehouse workers, and workers at manufacturing

facilities - got sick or were ordered to stay home all around the globe.   

Hindsight is 2020, right?  In reality, the container shipping crisis began to build nearly three

years ago with different market factors happening at the time that seemed insular but created

a snowball effect across the market. Looking back, we can see the collective impact of these

market factors as an equation for why the container shipping crisis remains. Let's examine

some of those key contributing market factors:

KEY CONTRIBUTING MARKET FACTORS

PLGCONSULTING.COM
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SKYROCKETING RATE LEVELS NEVER SEEN BEFORE

PLGCONSULTING.COM

In the Asia-North Europe trade, the average short-term contract (or spot) freight

rates as of Q1 2022 have grown to nearly $10,000/FEU (forty-foot equivalent unit).

For the Asia-US West Coast trade, the long-term contract rates in early 2022

ranged from as low as $3,000 to as high as $14,000/FEU.

Currently, spot rates show an extreme spread with Asia-US West Coast between

$13,000 to $23,000/FEU and Asia-North Europe at $12,000 to $19,000/FEU.

At the same time, air freight rates have reached all-time highs with extremely tight

space affecting air shipments around the globe. In as much as airfreight is an

alternative to ocean freight, especially for goods that need to reach the market quickly,

it has now become close to prohibitively expensive. And, rising fuel costs are certainly a

contributing factor here.

STRONG RISE IN LONG-TERM CONTAINER FREIGHT RATES IN 2021;  

OVERALL RATES  EXPECTED TO CONTINUE TO RISE INTO 2023

SOURCE: PLG CONSULTING

SOURCE: PLG CONSULTING ANALYSIS 
THE ANALYSIS IS BASED UPON EIGHT MAJOR EAST-WEST TRADE ROUTES FROM FROM JANUARY 2019 - MAY 2022.
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MARKET 
OUTLOOK

Ocean carriers are the biggest

benefactors

Ocean freight carriers are realizing record profits. At

the beginning of 2020 and COVID-19, the outlook for

ocean carriers was bleak. As the supply chain crisis

and COVID-19 gained a foothold, 2021 delivered

unprecedented profits for carriers, regardless of port

congestion, labor shortages, blank sailings, etc.

$150B
ocean carrier profit 

globally in 2021.

$163B
projected ocean carrier

profit
by the end of 2022.

Poor service levels

Lack of container space and availability

Atrocious on-time performance resulting in delayed deliveries (i.e., customer lead-

time on new furniture is still six to eight-plus months)

Little improvement/rebound of shipper's overall supply chain through 2022 and

potentially into 2023 

Despite the rosy picture for ocean carriers over the last two years and into the

foreseeable future, shippers will continue to see challenges. Shippers are facing and

will continue to face paying higher ocean freight rates.  In summary, these challenges

include:

WHAT SHIPPERS CAN EXPECT MOVING AHEAD

SOURCE: PLG CONSULTING

PLGCONSULTING.COM

SOURCE: JOURNAL OF COMMERCE

SOURCE: VESSELTRACKER.COM
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WHAT TO
KNOW

THE PENDULUM WILL SWING BACK

What are the best strategies for shippers in the

next two-three years? For one, the current situation

will eventually change and improve. The pendulum will

swing in the other direction and favor importers and

exporters again sometime in 2023.

Foster your relationships with your sales representative, customer service management,

and staff at your ocean carriers and/or freight forwarders. 

Switching to other carriers or forwarders is certainly an option,  but make this change

with a plan.  Relationships are key at a time when the industry demand is high. Know your

contacts or network in the industry to ensure the switch is viable.  The pressure to welcome

new clients with open arms is low when the carriers already have fulfilled demand.

Build/continue to build all supplier relationships. These include trucking companies,

ports, railroads, and custom house brokers to name a few.

Understand the chess game. While some carriers say they have suspended spot rate

increases, others are working with their existing clients to renegotiate their carrier contracts

earlier and are pushing for shippers to sign long-term contracts. There are cited examples

by shippers stating that two major ocean carriers had offered three-year contracts at

double the rate they were currently paying. The contract rate rose from $3500 per FEU to

$7000 per FEU to lock in capacity. As a result, carriers are growing their long-term

contracts accounting for a larger percentage of the carriers' total bookings.

LOGISTICS STRATEGY CONSIDERATIONS FOR SHIPPERS:

 
RELATIONSHIPS MATTER
They are critical to helping

shippers navigate today's

rough waters.
 

- Klaus Schnede

PLG Senior Consultant &

 Marine Transportation Expert

PLGCONSULTING.COM

SOURCE: PLG CONSULTING
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When will the market pressures ease?  In the foreseeable future and likely the remainder of

2022, the market conditions look to be worsening due to geopolitical and other global factors.

These include the Russia/Ukraine war, oil prices spiking at over $100/bbl., continued COVID-19

lockdowns in China, the continued lack of empty containers, lack of vessel space, port

congestion, blank sailings, and truck driver shortages. 

SUMMARY

PLGCONSULTING.COM

Klaus Schnede is a PLG Senior Consultant and marine

transportation expert with vast experience in container bid and

contract negotiations with shippers and NVOCCs. His expertise is

in managing logistics from the perspective of both beneficial

cargo owners and ocean carriers. As an international supply chain

leader, he has a proven ability to positively impact the

profitability of logistics networks. At Eastman Chemical, he had

overall responsibility for exports and imports encompassing

fifteen manufacturing sites and over 45,000 TEUs per year. He led

all contract and rate procurement for marine and air shipments,

forwarding services, and trade compliance. 

ABOUT THE AUTHOR

For more than 20 years, PLG Consulting has been at the forefront of supply chain and logistics 

challenges within the industrial economy. Reach out to discuss your next project and how 

PLG Consulting can help.

Despite what seems like a gloomy

outlook, there are positive signs on

the horizon. As the global COVID-19

pandemic improves and economies

continue to rebound, the market will

stabilize offering a better overall

business environment. Supply chains

will change as will shipping patterns,

volumes and capacity. The orderbook

for new container ships currently

stands at 5.5 million TEU (twenty-

foot equivalent unit), close to 23

percent of current global fleet

capacity.

CONTACT US

Additionally, more containers are being manufactured, and carriers are using their profits to

invest in the future. All of these are positive signs that the market will improve into 2023 and

beyond. In the meantime, PLG Consulting has a roster of experts to help shippers and service

providers navigate these challenging times more successfully. Let's start the conversation.

Klaus Schnede

https://plgconsulting.com/
https://plgconsulting.com/
https://plgconsulting.com/contact-plg/
https://plgconsulting.com/contact-plg/

