Suez Canal: //nat «loe for global shippers

Lots of hype and exaggerated impact.
The good news: The incident got shipping into the news.
It helped highlight three key long-term challenges for global shippers:

i 1. Markets/ consolidation in liner shipping
1 2. Technologies
3. Decarbonization of shipping

Jan.Hoffmann@UNCTAD.org, for GSA, 30’April 2021
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Markets

Freight rates surged
after the incident

There is discussion as
to the main causes:

Oligopolistic
markets

and/or

Shortage of

containers and
ships
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- Q1 2006 to Q4 2020

ip sizes

Trends in containersh
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Q1 2006 = 100
Source: MDST data provided to UNCTAD
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Where do the largest container ships call?

Size (TEU) of the largest ships deployed in each port. First quarter 2006 to fourth quarter 2020.
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Number of ports
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Distribution of ports by largest container ship deployment
Size (TEU) of the largest ships deployed in each port. First quarter 2006 to fourth quarter 2020.
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How many carriers do ports have?

Number of carriers in each port from first quarter 2006 to fourth quarter 2020.
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Distribution of ports by number of companies

Number of carriers providing services per port. First quarter 2006 to fourth quarter 2020.
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Challenges for national
competition authorities

The Economist November 26th 2011

" Trade terms

SIR - The term “shipper” was
wrongly used in your article
on shipping (“Economies of
scale made steel”, November
12th). The shipper is the client,
thatis, the importer or export-
er of goods. The provider of
the service is the shipping line,
or carrier. Furthermore, al-
though it is true that the carri-
ers benefit from economies of
scale, which help to reduce
their costs, these cost savings
still need to be passed on to the
client (the shipper).

The same trend of market
concentration that leads to cost
savings may also lead to less
competition. On routes where
there are less than five carriers
providing liner services there
is evidence that the process of
concentration leads in effect to
higher freight rates. So not all
cost savings will be passed on
in the form of lower freight
rates to the clients,

JAN HOFFMANN

Trade facilitation section

United Nations Conference on
Trade and Development (UNCTAD)
Geneva
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MARKET CONSOLIDATION IN CONTAINER
SHIPPING: WHAT NEXT?

Qver the past two years, a wave of market consolidation has
transformed the global container shipping industry, leading to
mergers and acquisitions between container lines, a reshuffling of
shipping alliances and the expansion of shipping companies into
port operations. There is potential for more consolidation, which
raises the question as to the implications for market concentration
levels, and whether the industry is becoming an oligopoly on certain
routes.

Consolidation activity in 2016-2018 reflects the industry’s efforts to
cope with the difficult market conditions faced since the 2008 global
financial crisis. For many years, container shipping has struggled
with low freight rates, dwindling earnings and poor financial returns.

There are clearly two sides to the container market consclidation
story. By consolidating and joining alliances, container lines can
expect to reduce costs, better manage ship capacity and enhance
efficiency. These, in turn, benefit shippers, if on a given route the
savings achieved by container lines translate into lower rates and
improved service offerings. On the other hand, shippers, trade and
ports can be negatively affected, if on a given route, consolidation
results in reduced competition, constrained supply, market power
abuse, and higher rates and prices. These trends call for systematic
and regular monitoring and assessment of consolidation trends in
container shipping.

Growing contaliner shipping
market consolidation

Since 2018, the global container shipping
Industry, which handles about 60 per cent
of seaborne merchandise trade In terms of
value, witnessed a series of developments
leading to major market consolidation.’
Container lines concluded various mergers
and acquisitions and formed larger strategic
shipping alllances - groupings where
member contalner lines cooperate on
sirategic issues. This consolidation activity
resulted in greater market concentration,

with a handful of container lines dominating
the market. As of January 2018, the top
15 contalner lines accounted for just over
70 percent of all container ship capacity. Six
months later, In June, the top 10 controlled
amost 70 per cent of capacity, reflecting
the completed operaticnal integration of
the new mergers.

Between 2004 and 2018, the number of
companies providing services per country
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How to set today the rules for the future
of maritime transport?

Technological
progress will never
be as slow as today




Who leads the IT reforms in your company?

[ ] The CEO

D The CTO

[] covid-19




Shipping in times of COVID19

A 10-point action plan

https://unctad.org/en/pages/PublicationWebflyer.aspx?publicationid=2713



https://unctad.org/en/pages/PublicationWebflyer.aspx?publicationid=2713

s there a trade-off between controls and
trade facilitation?

The concrete measures proposed
In this policy brief help to facilitate
transport and tradg
the population from COVID-19.
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COVID-19: A 10-POINT ACTION PLAN TO
STRENGTHEN INTERNATIONAL TRADE AND
TRANSPORT FACILITATION IN TIMES OF
PANDEMIC

The coronavirus disease (COVID-19) pandemic is substantially
impacting people’s lives and livelihoods and putting extreme
stress on socioeconomic systems. International collaboration,
coordination and solidarity among all is going to be key to
overcoming this unprecedented global challenge. As part

of efforts aimed at reducing the international spread of the
virus and to mitigate the potentially crippling longer-term
consequences of the pandemic, especially for the most
vulnerable countries, policymakers need to take a number of
measures to ensure the facilitation of international trade and
the transport of goods. It is crucial to keep ships moving, ports
open and cross-border and transit trade flowing, while ensuring

that border agencies can safely undertake all necessary

controls.

Challenges for international
trade logistics”

Border agencias facs the challange of sxpeditng
imports, awpors and transit, hekuding of
nosssary medical supplies, danations and reliel
candignmeants, whiks enaring epidemic pravention
& providing adequate customs clerence and
campliance controls of goods end iranspert
perzannsl,

This challenge aFects goodk and senicea that
ars naceasary for the prassnatin of many [obs
in menufacturing, on whch modem  sodisty
depends. Particuler effots reed to bs mads on
ther part of Govermments 1o secure and enhance
the production ard dstrbution of critial goods
needed to contai and combt the panderic feuch
& medical suppies and squpment) and to securs
basic needs [chuding focd and energy)

Felevant ssrvics prodders and the suppartng
Irfrastucturs need 1o ba protectad aa & matter

o priority. Tris inclucks. ensuring that fransport
servioss, ports and border agenciss not only remain
oparaticnal but ars siestively strengtrenad to.cope
with the exceptional challsnges they facs.
Govemments need to adopt cormmon approaches
to acdressing these issuss acmes the ghbal
netwerk of supply cheina to avoid widesprasd
scoromic collapes and cricd supely chain
disruptions. In the sbsence of urgent action in this
rogerd, fthe post-pendemic. economic

may b saversly hampared, potentisly werssning
longHterm  austsinebls development  prospests,
pertiulady for the werds pocrest and most
wirersbe.

Intemational cocperation on thees points is e,
&5 protectionism may significantly sxacarbat the
gebal heslth crisis and dely & post-pendsmic
ecoromic  recavery.  Effective  colisboration,
coordhation and coopsration ameng pblie ard
private stakencicirs ot all levels Wil also ba key.




Decarbonization mwe=

In Focus

The biggest long-term
challenge for the
future of maritime
transport

Short-term measure:
- Slightly higher costs

- Speed reduction
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Reducing greenhouse gas emissions from ships

Home . MediaCentre - Hotiopics . Reducing greenhouse gas emissions from shipe

IMO continues to contribute to the global fight against climate change, in support of the UN Sustainable Development
its impacts

0al 13, to take urgent action to combat climate change and

IMO has adopted mandatory measures to reduce emissions of greenhouse gases from international shipping, under IMO's pollution prevention treaty (MARPOL) - the Energy
Efficiency Design Index (EEDI) mandatory for new ships, and the Ship Energy Efficiency Management Plan (SEEMP).

In 2018, IMO adopled an in y on the reduction of GHG emissions from ships, setling out a vision which confirms IMO's commitment
to reducing GHG emissions from international shipping and to phasing them out as soon as pessible. W

IMO is also executing global technical cooperation projects to support the capacity of States, particularly developing States, to implement and
support energy efficiency in the shipping sector.

Click on the image on the right to view and download a B PDF leaflet on IMO Action to reduce greenhouse gas emissions frem international
shipping, including a timeline.

IMO ACTION TO
REDUCE GREENHO!
aas SIONS 7
INTERNATIONAL SHIPPIN

Below you will find some frequently asked questions about IMO's work to reduce GHG emissions from shipping
e

A delailed historical overview of IMO's work can be found here. PR,

Mo

What are the next steps in implementing the GHG strategy?

In October 2018 (MEPC 73), IMO approved a [ollo:
of activiy identified in the programme of follow-up aclions include

programme, intended to be used as a planning tool in meeting the timelines identified in the initial IMO strategy. The streams

Q
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12 One possible source of autonomous sustainable financing is th

That means wherever it is administratively feasible it should be made s
either for the prevention, clean-up or compensation for costs that are caused by his economic activity.
If this can be assured the potential "polluter" will usually choose the cheapest mix of prevention,
clean-up and/or compensation. Whenever others (e.g. individuals, donors, countries, companies) pay
for the prevention, clean-up or compensation, then the potential polluter will rely on this "payment”
as much as possible. If, for example, the public pays for "compensation" companies can free ride and
will have less mcentlves to invest in "prevention" or "clean-up"; or if the public arranges the "clean-

0" companie 1eed to pay fewer insurance premiums to cover potential "compensation". It must

be stressed that the rotal costs will usually be minimised 1f each company had

mix of mechanisms herself.




Figure 3.29 Comparison of dead-weight tonnage of respective fleet and carbon-dioxide emissions
from bulk carriers, container ships and tankers, 2011-2019
(2011 = 100)
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Impact Assessment

In order to agree on the “short term measure”, IMO
members decided that they require a comprehensive
“impact assessment”

UNCTAD undertook the comprehensive assessment for
"« All ships (2019)
 All ships’ journeys (2019)

=~ * All countries / economies
T * Impact on logistics costs (230 territories)
— e * Impact on trade (184 economies)

* Impact on GDP (184 economies)



Figure 6: Containerized freight rates, Shanghai — Santos, HIGH-GHG reduction scenario for Brazilian imports,
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Figure 8: Map with simulated impact on decline in trade (imports plus exports), compared to the 2030 baseline
Current Regulations scenario, HIGH-GHG scenario
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Figure 10: Simulated percentage change in income (GDP), by country grouping, compared to 2030 baseline
scenario
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1 Shanghai Containerized Freight Index (SCFI)
weekly spot rates. 18 December 2009 to 23 April 2021
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Decarbonization

The biggest long-term
challenge for the
future of maritime
transport

Short-term measure:

- Slightly higher costs
- Speed reduction

Trends in containership sizes - Q1 2006 to Q4 2020

Q1 2006 = 100
Sauree: MDST data provided to UNCTAD

Is there a trade-off between controls and
trade facilitation?

The concrete measures proposed

in this policy brief help to facilitate
transport and tr protect

the population from COVID-19.
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Suez Canal: //nat «loe for global shippers

Lots of hype and exaggerated impact.
The good news: The incident got shipping into the news.
It helped highlight three key long-term challenges for global shippers:

i 1. Markets/ consolidation in liner shipping
1 2. Technologies
3. Decarbonization of shipping

Jan.Hoffmann@UNCTAD.org, for GSA, 30’April 2021



