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New challenges emerge in the wake of Suez Canal
re-routings

Overall, the situation is unchanged in the sense that container carriers continue to re-

route vessels utilising the extended route around the Cape of Good Hope. While a
military coalition has been formed, it currently remains unclear as to when this will
have an effect, allowing vessels to pass through the Red Sea safely.

A few analysts have noted that some traffic through the Suez Canal is still ongoing, with one example
being the 20.000 TEU Ever Goods from Evergreen passing through on the way to Asia. Also, two vessels
from CMA CGM passed through the Suez Canal supported by a convoy. However, it is considered that

these were merely the last ones prior to all container vessels being re-routed via the Cape of Good Hope.

The below image, courtesy of Lars Jensen, Vespucci Maritime, confirms this, providing a very visual

representation of the new reality of re-routed vessels:
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This, in turn, means that we can now also conclude that this will not be a short-lived challenge, and the

consensus is that, as a minimum, through Q1 2024, this will have a profound effect on the industry.

If one learning stands out from the COVID pandemic, it is that network ripple effects will follow and that
incidents are not isolated. Another learning is that once carrier networks are out of sync, then even when

“normal” is restored, it will take considerable time before carrier networks are fully functioning again.

Immediate cost impact across all affected trades

In terms of freight rate development, it is no surprise the current events have had an immediate impact.
The SCFl index, as of today, Friday 22 December 2023, registered a massive increase on Asia to Europe
base ports of almost USD 1.000 per 407, settling at USD 2.994/40° vs. USD 2058 just one week ago.

This is the highest level in over a year, and we have to go all the way back to week 44 in 2022 to find a

higher level.

Below is an overview of SCFI rate development covering the past 4 weeks.

Past 4 weeks trending
Average | Chg. past week
Bl 202348 202349 202350 202351 |
Europe (base port) 1.702 1.850 2,058 2.994 2.151 1.292 76% i 936 45% #j
MED (base port) 2.520 2.774 3.138 4,108 3.135 1,588 63% Ly a70 31% ity
uswc 1.646 1.669 1.819 1.855 1.747 209 13% i 36 2% A
USEC 2,446 2.441 2,805 2,982 2.669 536 27% i 177 % e
ANZ (MEL) 1.840 1.830 1.832 1.846 1.837 7 0% i 14 1% A
Gulf & Red Sea (DXB) 2.304 2.312 2.350 2,954 2.480 650 28% i 604 26% #i
Korea (Pusan) 274 274 274 276 275 2 1% i 2 1% i
South America [Santos) 5,156 4,966 4,658 4,680 4,865 -476 g% & 22 0% i
Southeast Asia (Singapore) 400 400 404 414 405 | 14 4% ‘ 10 2% A |
Average 2,032 2.057 2,149 2,457 2.174 425 21% | 308 14% A

It is furthermore expected that SCF| levels will accelerate further in the coming weeks as rates exceeding
USD 5.500/40° are already in the market, bringing back memaories of skyrocketing ocean freight rates

during the pandemic.

It is also worth noting that while speculation has circled the directly impacted trade lanes, notably Far East

Westbound, then surcharges and general rate increases on other trades are likely to come as well.

As one evidence of this, fresh of the press today, MSC announced the introduction of an "Emergency
Operations Surcharge” on the Trans-Atlantic trade of USD 2000/40° for shipments into US, Canada and
Mexico from Europe. MSC states that this relates to overall network “operational efficiency” stemming

from the re-routing of vessels.

Severe container equipment shortage looms around the corner

It is expected that due to prolonged transit times, equipment container shortage will pose a serious
challenge already during January. Empty container re-positioning is equally impacted by these delays, and
a headline in The Loadstar summed it up quite well, stating: "Empty boxes will be stuck in all the wrong
place for new year peak”[1] serving a painful reminder that the current challenges come, at the exact time

that marks the traditional peak season for cargo ex Asia ahead of Lunar New Year celebrations.

This view is echoed in our current and ongoing dialogues with our carrier partners. Equipment shortage in
key shipping ports will be a serious challenge in the very near future and especially special equipment will
be heavily impacted. It is important to note this will affect both ports in Asia and Europe, and accordingly,

it is expected that there will be a severe equipment shortage in Europe within the coming 6-8 weeks.

Lars Jensen, CEQ of Vespucci Maritime, agreed and warned: "We might have enough containers, but they
might not be in the right geographical locations. Vessels bringing in empty containers needed for peak

season in China will end up stuck in other places."[2]

Similar to the surcharges implemented on the Trans-Atlantic trade by MSC, the first reports on the
reduction of demurrage/detention free-time days have also emerged. This comes in an attempt from
carriers to pre-mitigate expected container availability challenges. It is, however, premature to speculate

on the full magnitude of this.

Voyage blankings back in full force!

On top of extended lead times of up to 14 days from Asia to Europe, we have already now seen significant
increases in announced voyage “blankings”. As communicated in our previous advisory, more vessels per
round trip from Asia-Europe-Asia are needed to maintain the weekly schedule. This logically means that in

the short term, there are simply not enough vessels to cater for this.

We are in the process of establishing a full overview of announced voyage blankings, and this will be

communicated without delay when available.

What we can conclude for now

If anyone had a faint hope that this would be a short-lived issue, then already now, this hope has been
squashed. It is clear that the impact will be immense both from a perspective of delayed cargo and a

significant cost impact.

We encourage all our customers to explore other options in a collaborative manner with our customer

service teams, be it in the form of airfreight, sea-air or rail freight, as well as alternate ocean routings.

Below you will find our latest trade development overview as of
22 December 2023.
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Asia — Black Sea & Adriatic
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Asia — Australia/New Zealand

Intra — Asia

EMEA &
Nordics

Europe - Asia

Europe — Middle East

Europe — Africa

Europe — North America

Europe — East Coast South America

Europe — West Coast South America
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Europe — Australia/New Zealand

Intra — Europe

Americas North America — Europe
North America — Asia
North America — Middle East
North America — Africa

Morth America = Austr./New Zeal.
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Intra Americas

CAPACITY EQUIPMENT SCHEDULE RELIABILITY RATE DEVELOPMENT
I Capacity open l NC Challenges l NO Challenges l Down

Normal capacit Medium challenges Medium challenges Stable
I Capacity constrained I viajor challenges l Major challenges . Up

The situation remains fluid, and our teams are naturally working tirelessly to keep any impact on your

business at a minimum.

We will continue to keep you updated as the situation develops further. All information provided is given to

the best of our knowledge and is subject to change.

1] https://theloadstar com/empty-boxes-will-be-stuck-in-all-the-wrong-places-for-new-year-peak/

2] https://www.linkedin.com/feed/update/urn:li:activity:7143875123186503680/#

On behalf of Scan Global
Logistics

Mads pﬁé/w

Global COO & CCO

Read the latest news on your future solutions in action

Expert market updates, articles, and logistics cases fresh

from the world

; LM e g B

i 1 gy
it |
U |
g |

L

| €€ | News News News | 3 |

Airfreight — the pressure is on Ocean Freight facing a new storm of

volatility

Stepping into a more sustainable future with
MAN Energy Solutions

With apparent pressure on capacity ex Asia in

recent weeks and this leading to significant rate
level increases we have again moved towards a
market development similar to pre-pandemic....

Volatility and uncertainty are once again on the
menu for shippers around the world. With the year
of 2023 having marked a return to pre-pandemic
schedule reliability, it is now apparent that we will...

Decarbonising the supply chain is a joint effort. As
a result of our long-standing partnership with MAN
Energy Solutions (MAN ES) in Denmark, we have

initiated a project to test and develop sustainable...
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