Not smooth sailing yet for world’s container shipping
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THE global container ship-
ping market will remain
tough next year and is un-
likely to see a return to
healthier sustained revenue
and volume growth until at
least 2011, shipping analysts
Say.

Many analysts are predict-
ing minimum growth next

vear ai best.

“This wyear will be the
worst-ever year for the mar-
ket with no growth. Shippin
lines have cut capacity, lai
up vessels and scrapped
older ones earlier, (and)
comhined services, but are
still losing maney," Shipping
Association  of  Malaysia
chairman Ooi Lean Hin told
Business Times.

“In 2010, the market

should brace for another
tough year., even though
there are some signs of re-
covery in volume, including
in the local market,” he
said.

‘Ooi cited the increass in
throughput of laden contain-
ers al Port Klang, the coun-
try's largest port, to some
200,000 TEUs (20-foot equi-
valent units) a month since
August this year, compared

with some 140,000 TEUs a
month at its lowest layel
amid the global economic
crisis. Pre-crisis volume was
between 220,000 TEUs and
the peak of 230,000 TEUs in
July last year.

“Having said that, volume
traditionally slows during
the period from January to
March due to the festive hol-
idays.  Normally, volume
moves up in the second and

third quarters,” he added.

However, according to
Drewry Shipping Comsuli-
ants Litd’s most recent pro-
jections, the market will

ve 1o wail until 2012 be-
fore global container port
volume exceeds 2008 levels
again. It expecis Far Easl
and Southeast Asian con-
tainer traffic to recover
faster than that in other
regions.
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(i projects that the global
container shipping industry
will lose about US$20 hillion
(RMG6S  billion) this year,
adding that the figure could
have been smaller had in-
dustry players responded
gquicker in addressing over-
capacity.

"Contrary io the percep-
tion of the Federation of
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Alphaliner: Remove extra
capacity for sustained

recovery in freight rates
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Malaysian Manufacturers
and the Malaysian National
Shippers’ Council, we ship-
ping lines do not operate
like a cartel.

“If we had (worked as a
cartel to set rates), we
would not be losing so much
money today,” he said.

(oi said freight rates had
recovered from their crisis
lows, but were still below
the pre-crisis levels.,

“Hates hit bottom in the
last quarter of 2008, but we
can see that rates are re-
covering. For  example,
rates for containers shipped
from Malaysia to Europe
today hover at about
USEL.500 to USH1,600
(RMS,070 to BM5.408) per
TEU, compared  with
Us$250 (RM845) when they
fell to their lowest.”

Ooi expects the rates to be
restored to profitable levels
once the imbalance bet-
ween vessel supply and de-
mand is arrested.

“But  until that is
achieved, we are nol going
to see a lot of improvement
in shipping companies” hot-
tom line,” he said.
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Ooi expects the rates to be restored to profitable levels once the
imbalance between vessel supply and demand is arrested,

According 1o a report by
research firm Alphaliner,
third guarter financial re-
ults just published by the
main shipping lines suggest
that carriers need to re-
move additional capacity
from the market before any

sustained recovery  in
froight rates can  be
achieved,

“Freight rate increases
achieved in the market
since July helped little to
improve the carriers’ bot-
tom line,” it said.

Alphaliner said that this

vear will likely see more
than 350,000 TEUs capadity
serapped in total, about 3.5
times more than the 2008
record of 103,000 TEUs,

“Despite  these moves,
carriers will need to do
more to overcome the sup-
ply-demand imbalance.
Delivery referrals have only
served to delay the eventual
injection of surplus capacity
at a time when the industry
does not require the ships.

Further order cancella-
tions will be needed,” it
added.




