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Suez Canal issue accelerates instant capacity
crunch

) UPDATE:' "

Following our ocean market update published on 18 December informing of the
consequences of missile attacks on vessels passing through the Red Sea, we
continue to monitor the situation closely and wish to update you on the latest
developments.

It is now clear that regardless of mitigating measures, the short-term effects will be substantial both in

relation to the potential delay of cargo, as well as there will be a significant cost impact.

Vincent Clerc, CEO of Maersk, explains: “One of the first incidents that came to mind was the Ever Given
which was stranded in the Suez Canal during Covid. At that time the issue was resolved within days and

normal transit times reinstated rather guickly. In this case the outlook is that it will take longer”. [1]

A US-led military coalition (Operation Prosperity Guardian) has been formed with other allied nations.
However, echoing comments from Vincent Clerc, there is a general consensus that it will take some time

before security for vessels passing through the Red Sea is restored.

Most container vessels diverted, leading to longer transit times

Container carriers have accordingly started to re-route vessels around the Cape of Good Hope. Hapag
Lloyd has re-routed more than 25 vessels already, and the equivalent number for Maersk being 20 vessels.
In other cases, vessels have been instructed to pause their voyage and seek safe harbour until further

notice.

Below illustration, published by Lars Jensen, CEO at Vespucci Maritime, accurately shows the impact that

the ongoing re-routing has:
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Lars Jensen comments: ‘A snapshot of all container vessels with a capacity of 16.000 TEU or more. It is

very clear that all vessels coming from Asia are now diverting to take the round-Africa route.

Likewise, the Mediterranean is almost entirely a T-way street of vessels heading for the Straits of Gibraltar.

Somewhat akin to seeing a bathtub being drained.

A few remain stuck in the Red Sea with a choice between running the missile gauntlet by the Houthis or

pay, likely, more than = million USD to get through the Suez Canal to get back to the Med.

First and foremost, the current situation will impact the Far East and Sub-Continent to Europe, Europe to
Far East and Sub-continent trades. The Asia to the US East Coast will also be partly affected, given that

some carriers have utilised Suez Canal to service this trade due to Panama Canal drought issues.

The estimated delay stemming from re-routing via the southern tip of Africa is approximately 10-14 days,
as shown below. For cargo already in transit and trapped in the Red Sea, the delays can extend beyond
this.
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Around 8,500 nautical miles
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Around the southern tip of Africa
Around 11,800 Nautical miles
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Source: hitps: fwww.reuters.com/markets/commodities/how-are-red-sea-attacks-impacting-shipping-suez-canal-2023-12-18/

We are continuously working on creating a full overview of re-routed vessels and thereby also impacted
containers. Our operations teams will inform you of all potential delays, and at the same time, we
encourage you to contact your regular contact person(s) at Scan Global Logistics if you have any queries

related to this situation.

Short-term impact includes the following:

« Transit time for all cargo normally transiting the Red Sea/Suez Canal will increase by approximately 10-

14 days, affecting cargo already in transit and cargo shipping to/from Asia in the coming weeks.

» Available carrier TEU capacity will, for now, be reduced by approx. 15-25 %, considering that more

vessels are needed to cover each round-trip loop on the Asia-Europe-Asia trade.

* |In some cases, the current challenges may lead to a complete booking stop, which is a concrete risk on
bookings ex Pakistan. As an alternative, Peak Season Surcharges up to USD 3600 per 40" container can

be introduced in order to have cargo moved.

+ Generally, container carriers will seek to apply relevant cost recovery measures covering additional fuel

costs and other related costs to re-routing of vessels.

And, in another potentially worrying development for shippers, French carrier CMA CGM said that, due to
the situation in the Red Sea, it was invoking a force majeure clause in its bill of lading, relieving it of the

liability of non-performance. [2]

» Significant unplanned cost increases in the form of War Risk Surcharge, Peak Season Surcharge and
general rate increases are expected due to the immediate fundamental shift in supply and demand. It is
too early to speculate on exact amounts; however first indications are that additional costs imposed by

container carriers will be significant, reflecting the severity of the situation.

We will seek 1o inform you separately and without delay in cases of additional cost while we, at the same

time, will do our utmost to keep the same at a minimum.
Other mitigating measures:

« For urgent shipments, we encourage proactive dialogue with our Customer Service Teams on alternative

transport modes in the form of Airfreight, Sea-Air, and Rail freight.

* Pro-actively inform our Customer Service Teams of "priority” shipments that are highly sensitive to

shipment delay(s)

» Provide us with as detailed volume forecasting for shipments in the coming weeks and months on

impacted trades.

Below is an overview of alternate solutions, which we encourage you to explore in collaboration with our

customer service teams:
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The current situation is fluid and is evolving by the hour, and accordingly, we appreciate your continued

support as we work closely with our carrier partners to minimise the potential impact on your shipments.

As always, we will seek to provide alternative solutions that will enable us jointly to allow for minimal

disruption to your supply chain.

Lastly, we recommend that you subscribe to our newsletter here to ensure you receive relevant information

immediately. All information is given to the best of our knowledge and is subject to change.

[1] https://shippingwatch.dk/Rederier/article16700877 ece:

2] https://theloadstar.com/carriers-roll-out-peak-season-surcharges-as-capacity-crunch-looms/
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Scan Global Logistics improves with

Windward's Al Ocean Visibility, offering
predictive ETAs and enhanced navigation

Stepping into a more sustainable future with
MAN Energy Solutions

Empowering Young Minds: Building a
Children's Library in Cambodia

Decarbonising the supply chain is a joint effort. As Windward's solution will provide Scan Global Several thousand books have been donated to
a result of our long-standing partnership with MAN Logistics' customers with a single source of truth create a new community children’s library through a
Energy Solutions (MAN ES) in Denmark, we have of real-time ocean freight data, enhanced visibility, sponsorship event involving the Australian
initiated a project to test and develop sustainable... and the tools to optimise decision-making and... International School in Singapore, the Angkor Kids...
&
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