
MARKET
report
JULY 2022



Contents

MARKET REPORT
JULY 2022

PAGE 8
AUTOMOTIVE
Despite global travails, every car made is 
spoken for and there is an urgent need 
for finished vehicle logistics to deliver 
those vehicles to the end customers.

PAGE  12
CURRENCY
With the UK’s inflation rate the highest in 
40 years and the highest in the G7, the 
pound has dropped to new lows against 
the dollar and worse may follow.

PAGE  1
EXECUTIVE SUMMARY
Whilst the threat of port strikes have 
lessened on the US West Coast, it now 
seems that they are actually popping 
up everywhere else. 

PAGE  2
SEA
Premium rates are moving closer to FAK 
[freight all kinds] rate levels, so supply 
and demand is an issue, and currently 
not always in the carriers’ favour.

PAGE  5
AIR
Global volumes are down 5% YoY, but the 
expectation that trend will go into reverse 
as China softens its zero-COVID stance, 
may be misguided.

 

PAGE  9
OVERLAND
The road freight sector has been hit  
particularly hard by increasing fuel prices, 
pushed higher by the Ukraine crisis, with 
the cost of running a truck £20K more 
than a year ago. 



MARKET REPORT  | JULY 2022

Whilst the threat of port strikes have 

lessened on the US West Coast, as the 

ILWU confirmed they are not planning 

any work stoppages, it now seems 

that strikes are actually popping up 

everywhere else. In the UK, Germany 

and Korea before that and now 

Antwerp held a 24 hour strike.

Persistent congestion

The industrial action affecting Antwerp 
comes as Europe’s second-busiest port 
struggles with persistent congestion, 
that has for months delayed vessels and 
created bottlenecks across inland  
logistics chains.
 
High freight rates are caused by lack of 
capacity and lack of capacity is caused 
by vessels waiting, which is in turn 
caused by port congestion. If rates are to 
normalise any time soon, we need port 
congestion to be fixed.

The Shanghai conundrum

The lifting of lockdowns in Shanghai was 
expected to trigger massive demand for 
sea and air capacity, but operations at 
Shanghai-Pudong are near normal and 
the build-up of export containers, which 
had been estimated at 260K teu is being 
systematically cleared, along with the 
backlog of containerships.

The return to full manufacturing  
capability is taking longer than expected 
and consequently the overall market is 
softer than anticipated, particularly as 
some of the larger volume shippers and 
BCO’s are sitting on high inventory levels.

EU trade war looms

The UK government appears determined 
to rip up the Northern Ireland protocol, 
and with it  the 2020 Brexit free trade 
deal with the EU, while the prime minister 
is considering extending steel tariffs, 
despite concerns this would break  
international rules and put the UK on 
course for another major row with the EU.

Brussels has now restarted previously 
stalled legal action, for failing to  
implement full border checks in Northern 
Ireland, and the ECJ could impose fines 
for non-compliance.

If the UK refuses to pay any fine and 
comply with the ECJ judgment, the EU 
could end parts of its post-Brexit free 
trade deal, applying tariffs to British 
goods.

Executive Summary
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+/- 10.5% of global sea 
freight capacity  

is still unavailable 
or ‘absorbed’ 
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When the initial Covid outbreak hit 

China in 2020, the shipping lines 

withdrew large amounts of capacity 

from the market in anticipation of  

reduced cargo volumes. When  

volumes surged just months later, 

driven by unexpected consumer 

demand, the lines efforts to bring 

capacity back into the market was 

not enough to avoid the turmoil and 

global supply chain disruption we 

have experienced since.

Sea

High freight rates  
are caused by lack  

of capacity

PAGE  2

Port congestion

The industrial action in Germany and 
Belgium comes as Europe’s busiest ports 
struggle with persistent congestion, that 
has for months delayed vessels and  
created bottlenecks across inland  
logistics chains.

Historic data is of little use in this 
post-pandemic environment and while 
the carriers have tried to match capacity 
management with demand, they have 
struggled to adjust successfully to  
market conditions.

The lines injected 3.3% of capacity into 
the market in the first quarter, but 10.5% 
of capacity is still unavailable or  
‘absorbed’ into the supply chain. 

High freight rates are caused by lack of 
capacity and lack of capacity across Asia, 
Europe and the USA is caused by vessels 
waiting, which is in turn caused by port 
congestion. If rates are to normalise, port 
congestion must end.

Below: Global Port Congestion
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Lines leverage along term contracts

The primary shipping lines’ 1st quarter  
results set new revenue and profit 
records and lucrative contract rates will 
keep the momentum going for carriers, 
with even bigger profits in 2022.

The combination of sky high spot rates 
and the severe capacity shortage in 2021 
encouraged the largest volume shippers 
to sign long term contracts, long-term 
rates up 150% year-on-year, and that 
trend will keep revenues high even 
though spot rates softened in the 2nd 
quarter.

However, the concern for the lines must 
be that while the BCO looking for space, 
was prepared to sign contracts, the allure 
of spot quotes will grow, as the spread 
between current and contract rates gets 
higher, depending on the size of the BCO.

Spot rate development 

The recent softening in spot rates on the 
Asia-Europe trade is broadly in-line with 
historical seasonality development  
post-CNY and while lockdowns  
(particularly Shanghai) have influenced 
demand, it has not had a major impact 
on spot rates, in comparison to ‘normal’ 
during the low season.

The rate of decline has slowed and  
appears to have levelled off, but there is 
no sign of an early peak season, with  
the traditional peak season starting  
July/August.

While expectations of pent-up demand 
hitting the market following the  
lockdowns, plus normal seasonality  
increasing demand, has not yet 
transpired. Demand will grow and  
combined with less capacity, we could 
see spot rates rising again in the  
short term.

Bunker costs have also increased  
significantly and carriers passing on with 
revised BAF’s which will push rates up.

Sea
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Global spot rates
-10% yoy

Asia-Europe schedule 
reliability - 19%

10.5% of global vessel  
capacity unavailable

Below: Asia-Europe Rate Development 2019-2022 (Short vs Long)
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Shipping Lines

With the leading carriers generating a 
margin of 57.4%, compared to an average 
of just -0.2% in the decade preceding the 
pandemic, margins are exceptional. 

By the end of the year, container shipping 
lines will have earned an unprecedented 
half a trillion dollars of operating profit 
during the pandemic, and are on track to 
post new profit heights in 2022. 

In the US, Hapag-Lloyd reached an 
agreement with the Federal Maritime 
Commission to pay a $2 million civil 
penalty to settle alleged violations related 
to its detention and demurrage practices, 
while Yang Ming and HMM face  
charges that they failed to meet  
contractual obligations and colluding to 
benefit from a breach of contracts. 

Cancelled sailings

Shipping lines and alliances continue to 
react to market conditions by cancelling/
blanking sailings, with more due over the 
next few weeks.

On the Asia-North Europe trade, up to 
5% of the vessels operated on the trade 
are being ‘blanked’, effectively removing 
200,000 TEU’s of weekly capacity.

Schedule reliability

Reliability improvements in March were 
reversed in April, falling 1.3% on-time vs 
March and down 4.7% year-on-year.

Average days delay improved by 1.04 
days to 6.41 days late, but are still way 
above historic levels. Some trades are 
faring worse than others, with Asia- 
Europe achieving 19% on-time, with 
average delays of +10 days.

 

Sea

Average operating 
margins for the  

container industry are 
unprecedented
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The latest Purchasing Managers 

Index showed a “sharp decline” and 

inventory restocking is slowing, 

which is dampening freight demand, 

against the background of global 

trade growth that has already slowed 

as a result of lockdowns in China and 

the Ukraine war. 

The return of belly capacity to the air 

cargo market will continue and while 

the eventual recovery will take some 

time, disruption is likely to diminish.

Falling demand

The strong cargo demand that helped 
airlines stay afloat during the pandemic 
is showing signs of softening, with cargo 
tonne-kilometers (CTKs) 11.2% lower 
than a year ago, amid growing economic 
uncertainty. 

The potential weakening of the air freight 
market coincides with growing concern 
in the aviation sector that resurgent 
passenger demand, which has reduced 
airlines' reliance on cargo revenue, may 
already be waning.

Mid-June, the Baltic Air Freight Index 
showed that transactional rates for 
general cargo had fallen 8.7% and IATA 
confirmed that freight revenue generated 
by carriers in 2022 would fall by 6.4%.

Airlines are adding capacity in spite of 
widespread inflation, pointing to a degree 
of optimism.
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Tight supply

The freight market - across all modes - 
has seen rates skyrocket since the 
pandemic amid huge capacity cuts that 
have left limited available space  
compared to cargo being shipped.

Air freight rates should be expected to 
remain at their current elevated levels, 
and while inflation, further interest rate 
rises, and falling consumer confidence 
will impact demand, the over-arching 
question is what will demand look as 
factories in China return to full  
operational output, in a less favourable 
economic outlook.

Air freight operations at Shanghai  
Pudong are reaching near-normal levels 
of activity and, as of last week, the 34 
Chinese and foreign all-cargo airlines 
operating at Pudong, around 80% were 
doing so at more than 50%, while nearly 
half of them were operating at more than 
80% capacity.

The Ukraine effect

The air freight market has been beset by 
significant disruption and dysfunction 
since the onset of the COVID pandemic, 
which has been exacerbated by the  
fallout of the war in Ukraine, which 
continues to cause oil supply disruptions.

Carriers from all 27 EU Member States as 
well as those from the US, UK, Albania, 

Iceland, Norway, and Switzerland have 
all been banned from Russian airspace, 
which means flights between Asia and 
Europe have begun operating longer 
alternative routes, including some flying 
via hubs including Kuala Lumpur,  
Malaysia and Dubai. 

The results are an increase in flight times 
of up to three hours, in addition to higher 
staff and fuel costs that the carriers are 
keen to pass on. 

Rates stay elevated 

Air freight rates have been elevated 
throughout the pandemic, driven  
by sustained demand and supply 
side issues.

And while attention remains on when 
rates may return to pre-pandemic levels, 
it does not appear that this will be any 
time soon, with head haul and back haul 
rates trending upwards since the start  
of 2021. 

Head haul rates in the 2nd quarter are 
over 30% higher than a year earlier and 
increases on back haul rates have been 
rising through the 1st and 2nd quarters.

The flight path

Air freight rate fluctuations tend to react 
quicker to external factors than sea 
freight, but the issues causing upwards 
rate pressure are not likely to improve in 
the short term. 

The war in Ukraine appears to be  
moving towards a drawn-out conflict, the 
Chinese government shows no signs of 
relinquishing its zero Covid policy, and 
sea freight disruption continues.

Growth prospects for major global  
economies is increasingly pessimistic 
and the possibility of a global recession in 
the second half of 2022 becoming more 
likely. 

If this is the case, the retraction in  
demand might just provide what is  
needed to at last set freight rates on 
course towards pre-pandemic levels.

Air

54.9%  
Falling cargo load factors 
continue the downward 

pressure on and air cargo 
yield and airline profitability 
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Highly impacted by external events, 

European road freight is also dealing 

with some of the worst supply-side 

market problems, the majority of 

which come from driver shortages, 

driving costs up for hauliers and 

therefore rates are rising too. 

The road freight sector has been hit 

particularly hard by increasing fuel 

prices, pushed higher by the Ukraine 

crisis, with the cost of running a 

truck £20K more than a year ago. 

Fuel and rising costs

European road freight rates hit an  
all-time high in Q1 2022 as rising cost 
pressures, supply and capacity  
disruptions, regulatory change and war in 
Ukraine created a potent mix of 
rate drivers. 

A surge in demand for road freight 
services has further exacerbated price 
increases and the increases in the cost 
base are set to continue into 2022,  
stating a possible increase of 35%  
compared to the levels in mid-2020. 

Ultimately, with diesel prices increasing 
by 50% in a year, it is a further cost to the 
customer and inevitably the end-user, as 
it filters into inflation. 

The shortage of international drivers 
continues to act as a drag on sector  
performance, diminishing available  
capacity, though recent UK figures  
suggest that the driver shortage is  
lessening, with 27,144 HGV vocational 
tests undertaken in Q4 2021, a 53.5% 
increase compared with Q4 2019. 

Summer congestion

During the pandemic, roads were clear 
and congestion wasn’t an issue for the 
market, resulting in higher reliability, 
efficiency and asset utilisation. 

For the first time in several years,  
seasonal congestion will be a problem; as 

tourists flock to motorways in the  
summer months, creating congestion 
and costing carriers time and money. 

In continental Europe, many countries 
such as France and Spain, ban trucks 
from driving on certain days in order 
to avoid heavy tourist congestion on 
‘changeover days’.

The road freight market is greatly 
impacted by congestion at ports, with 
longer wait times for containers, which 
increases lost time and creates other 
problems through not transporting other 
shipments. 

If these trucks decide to return to the  
depot in order to fulfil other journeys, 
these too will cost due to potentially 
running empty journeys.

Overland
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Short-term challenges

The conflict in Ukraine has triggered 
border closures and restrictions that 
have reduced trade and the movement of 
drivers, particularly in Eastern  
European countries, geographically close 
to Ukraine. 

Fuel costs have risen dramatically since 
the start of the conflict, which is  
provoking increasing inflation, but the 
reduction in demand for road freight 
services may not be felt until the latter 
stages of the year.

Hauliers underestimated the strength of 
the recovery in demand for road freight 
services in 2021, leading to a rush of new 
orders for vehicles to meet the rising 
demand, but the shortage in  
semiconductors has meant that new 
orders will likely not be delivered until at 
least 2023, meaning capacity in 2022 will 
be limited and unresponsive to changes 
in demand.

Market pricing

Pricing in the European road freight 
market continues to rise, in response 
to falling capacity, rising demand, and 
increases in the cost base, especially 
in diesel prices, which now account for  
50% of truck operating costs. 

European road freight rate indexes hit 
an all-time high in Q1 2022 as rising cost 
pressures, supply and capacity  
disruptions created a potent mix of rate 
drivers, rising by 4.3 points over the 
previous quarter, while it increased 7.5 
points over the first quarter of 2021. 

The TEG Road Transport Price Index, 
compiles aggregated and anonymised 
transactions and the index is at the 
highest level for May since index records 
began in 2019. 

However, May’s year-on-year jump of 6 
points is less than April’s 8.8 points and 
almost half the year-on-year hike seen 
just two months ago in March, which was 
some 11.6 points. 

This could be signalling a levelling out in 
the index, after months of dramatic  
year-on-year increases. 

Outlook

Forecasts for European road freight are 
increasingly uncertain and will depend 
on the length and result of the conflict 
in Ukraine, the response to increasing 
inflation, and the rising cost base for road 
freight services.

An extended conflict in Ukraine with 
accompanying high inflation will reduce 
demand and cause rising fuel costs and 
wages.

By 2026, the total European road freight 
market had been expected to grow, with 
a projected real CAGR of 3.0% from 2021 
to 2026. Ti’s COVID Recovery Tracker for 
2026 (CRT26) shows that Europe’s total 
road freight market will be 23.1% larger in 
2026 than it was in 2019 in real terms. 

Overland
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Below: Price per mile changes over the last 4 monthsPricing in the  
European road freight 

market continues 
to rise
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China’s zero-Covid policy, rising fuel, 

equipment and freight costs, labour 

and material shortages, and the  

repercussions of the conflict in 

Ukraine are all impacting vehicle 

production and distribution. Every 

car made is spoken for and there is an 

urgent need to deliver those vehicles 

to the end customers.

Finished vehicles

Demand for new cars continues, despite 
uncertainties around the availability of 
vehicles due to supply chain disruption, 
but it is not yet clear how inflationary 
pressures may impact both consumer 
demand and its operating costs.

The global finished vehicle logistics (FVL) 
sector is currently dealing with a  
number of simultaneous pressures.  
China’s zero-Covid policy, rising fuel, 
equipment and freight costs, labour 
shortages and the repercussions of the 
conflict in Ukraine are all impacting  
vehicle production and distribution, as 
well as sales.

An Automotive Logistics (AL) and RPM 
survey found that the rise in fuel prices 
was the main concern for 50% of  
respondents across Europe, Asia and 
North America.
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Automotive

Rising fuel costs
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Below: Biggest challenges over the next 3 months
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Semiconductors

Delays in the delivery of vehicles (for 28% 
of those surveyed) and inventory  
shortages (with 33% of responses) were 
seen as major challenges, especially 
related to the supply of semiconductors, 
which continues to hamper production.

Semiconductor delays is one of the 
biggest problems for the automotive 
industry at the moment, with 68% of 
survey respondents pointing out it was 
going to impact their business in the next 
three months with a decrease in vehicle 
production and sales.

Overall, the industry expects delivery 
delays over the next quarter to last for 
weeks at least. Delays in delivery of both 
parts and vehicles was closely linked to 
market uncertainty for respondents in 
Asia and the Covid pandemic restrictions 
imposed were a big factor, notably the 
zero-Covid policy taken by China, which 
has affected production and led to record 
backlogs at the Chinese ports.

Automotive
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Below: Top 3 challenges by region

Uncertainties

Overall market uncertainty ranked highly 
with 36% of respondents as a concern in 
the AL survey, along with concern for the 
geopolitical risks a key concern with 32% 
of respondents. Primarily the conflict in 
Ukraine, which has caused parts  
shortages for carmakers across Europe 
and hampered production. 

Geopolitical tensions fed into overall 
uncertainty in Europe, which was the 
region from which a greater number of 
respondents expressed concern, with 
48% of respondents, and most foreign 

carmakers have stopped production 
in Russia and sanctions are impacting 
domestic producers. 

In Asia and North America geopolitical 
tensions were not a top 3 concern with 
only 26% in Asia and only 17% in North 
America reporting it as a concern. 

After rising fuel costs, two of the top 
three concerns in the Asia region were 
the pandemic related restrictions (32%) 
and market uncertainty (31%) in equal 
third place with delivery delays (31%). 
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59%
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3. Market uncertainty 
47%

1. Rising fuel costs 
46%

2. Driver shortages
40%

3. Finished vehicle
inventory shortages
38%
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Automotive
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Freight

Modal capacity constraints vary by 
region, as do concerns. Asia was most 
concerned about maritime shipping 
capacity – 39% selected it as the most 
constrained area compared to 30% in  
Europe, which was more concerned 
about road, and 20% in North America, 
where respondents were more  
concerned about rail capacity.

The users of FVL services were more 
concerned about maritime shipping 
(37%) and this is the mode that is  
expected to see the most delays in the 
coming months.

European respondents were the most 
pessimistic when it came to delays, with 
15% expecting total order-to-delivery 
lead times to stay the same, compared 
to 20% of North Americans and 26% of 
those from Asia. 

Given the shortage of capacity, freight 
rates are expected to further increase 
across the board over the next three 
months.
 

Below: Lead time expectations for next quarter

European car makers 
expect no short-term  

improvement in  
lead times
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After two months without growth, 

in the worst combination of surging 

inflation and lack of economic 

expansion since the 1970s, it is 

probably unsurprising that the pound 

should tumble to a two-year low 

against the US dollar this month.

Currency
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Free-falling

Sterling fell to $1.2140, as the latest 
gloomy economic news saw the  
exchange rate drop to levels last seen in 
May 2020. 

The pound, which has held up better 
against other major currencies, also hit a 
one-month low against the euro.

The UK’s growth rate is not expected to 
reach the Bank of England’s expectations 
of 0.1% in the second quarter and official 
data released in May confirmed that  
consumer prices were rising at an  
annualised rate of 9% in April, which was 
the highest in 40 years and the highest 
among G7 members.

Raising interest

With inflation forecast to increase further 
in the autumn, the Monetary Policy  
Committee’s decision to increase interest 
rates for the fifth consecutive time, by 
0.25 percentage points in June, was 
largely anticipated.

The interest rate rise did provide some 
respite for sterling, but it is still 10% 
weaker against the US dollar compared 
with its January peak, and 3% weaker 
against the euro.

While the weaker pound has benefited 
exporters, there are signs that exports 
have become less responsive to  
recent currency falls, either because the 
service economy behaves differently 
from the goods economy, or because of 
post-Brexit trade barriers.

Expectations are that the MPC will  
remain cautious, with a series of 25  
percentage points rises, taking interest 
rates to 2% by the end of the year.

Below: Sterling v Euro
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Currency
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The market expects

The market anticipated the Pound's 
recent underperformance against the 
the Euro and Dollar, which suggests that 
investors doubt the Bank's eagerness to 
deliver higher interest rates, in the face of 
surging inflation.

Conventional foreign exchange wisdom 
is the central bank that raises rates the 
fastest and furthest supports its  
currency and the BoE’s potential  
monetary policy divergence risks  

near-term downside risks for GBP, with 
a worst-case scenario of the exchange 
rate falling as low as 1.11.

In its mid-year assessment of the 
Pound's prospects Barclays forecast 
further declines through the second half 
of 2022, but by the start of next year 
sterling could be ready to climb again, 
particularly against the Dollar.

Below: Sterling v Dollar

In the worst-case 
scenario sterling may 

fall to 1.11 against  
the dollar
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