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Surprising turnaround : Ship demand peaks despite COVID-19  

2020 will be remembered as one of the strangest years for container shipping. 
Carriers and non-operating owners’ prospects were bleak as most countries 
went into lockdowns which severely impacted consumption, industrial produc-
tion and, in a ripple effect, world trade. 

The spectre of dwindling container volumes loomed. Carriers issued profit war-
nings and started to reduce drastically their offer on numerous long haul routes 
through services closures, loop mergers and successive blank sailings. 

Then the unexpected happened. As the lockdowns were eased in several coun-
tries, demand started to rise without rational explanation at first sight. This 
prompted carriers to resume suspended loops and organize extra loops that 
progressively mopped up most of the surplus capacity. 

The inactive fleet, that includes ships not readily available due to their current 
situation (see next page) has fallen to around 430,000 teu as per today’s count 
(1.8% of the world fleet), down from a peak at 2.70 Mteu at in late May (11.6% 
of the fleet - see graph). 

Peaks in both spot rates and capacity were reached in September. Even the 
Chinese Golden Week holiday in the first days of October does not seem to 
have affected demand so far. Extra sailers are still offered, although not at the 
same pace than in the past month. There remains a dearth of tonnage in the 
sizes above 5,000 teu. 
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The reasons for this sudden resumption in container shipping de-
mand are multiple : a catch-up effect, dislocation of air freight mar-
kets benefiting seaborne transport, a hefty rise in demand for hy-
giene products, and people spending money on consumer goods ra-
ther than on travelling. 

Governments’ efforts to avoid economic meltdown and a loss of con-
fidence have so far paid off. With the second wave looking inevitable 
in many countries, uncertainties are growing however. Visibility is low. 
Liner operators are taking advantage of the moment. Tomorrow is 
another day. 

For the moment, carriers are surfing on a wave. Spot rates are at all-
time highs on several key trades. Non operating owners are profiting 
from a tonnage scarcity that is lifting charter rates. 

In the larger sizes, there is no more spare capacity. All the ships over 
5,000 teu that are employable are employed. Those that remain 
inactive cannot sail right now as they are locked in scrubber retrofits, 
or undergoing emergency / unplanned repairs, or extended mainte-
nance schemes. Two ships are also under arrest and one ship is in 
forced COVID-19 quarantine. 

The situation has also become unusually tight for the 3,000 - 5,000 
teu segment. Only two classic panamax of 4,800 - 5,000 teu remain 
free of employment. However, they are in cold lay up and are there-
fore only available at a few weeks’ notice. The 3,000 - 4,000 teu size 
is fully employed. 

Carriers have so far resisted the urge to increase the speed of their 
vessels to augment their transportation capacity. Cheap bunker fuels 
would support such an option. This reluctance to increase speed re-
flects a change in behaviour as the need to reduce CO2 emissions is 
making its way. 

Far East - Australia trade booms 

The Far East - Australia route has witnessed a significant increase in 
cargo demand as trade has resumed in the aftermath of the Austra-
lian economy's COVID-19 lockdown.  

The trade resumption also coincides with the peak season on this 
route corridor. The rise is fuelled both by the Far East - Australia 
trade itself and by increased transhipment activity to and from other 
regions, 

Spot rates have more than doubled since mid-March and the 
Shanghai Containerized Freight Index (SCFI) stood at USD 1,648 / 
teu for the average spot rate from Shanghai to Australia (Melbourne) 
on 9 October.  

 MAIN STORY 

IMF on Global Growth :           
near-term outlook  

Global growth is projected at í4.4 percent in 
2020, a less severe contraction than forecast 
in the June 2020 World Economic Outlook 
(WEO) Update. 

The revision reflects better-than-anticipated 
second quarter GDP outturns, mostly in ad-
vanced economies, where activity began to 
improve sooner than expected after lockdowns 
were scaled back in May and June, as well as 
indicators of a stronger recovery in the third 
quarter. 

Global growth is projected at 5.2 percent in 
2021, a little lower than in the June 2020 WEO 
Update, reflecting the more moderate down-
turn projected for 2020 and consistent with 
expectations of persistent social distancing. 

Following the contraction in 2020 and recovery 
in 2021, the level of global GDP in 2021 is 
expected to be a modest 0.6 percent above 
that of 2019. 

The growth projections imply wide negative 
output gaps and elevated unemployment rates 
this year and in 2021 across both advanced 
and emerging market economies.  
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  This represents a 117% rise over the USD 758 / teu recorded half a 
year ago on 20 March. Far East - Australia rates are now at a ten-year 
high, reaching a level last seen in early 2010 when the index peaked 
at around USD 1,600 / teu.  

Carriers have therefore added tonnage to the route, catering not only 
for the trade revival, but also for the peak season demand, which is 
expected to last until November at least.  

The shipping lines organized peak season programs through the in-
troduction of new regular services and sweepers / extra loaders, 
while weekly sailings on existing services have resumed fully, without 
any more more blanked voyages. 

Average weekly capacity for established cellular services on the Far 
East - ANZ route stands at about 91,000 teu. The newly introduced 
loops add some 7,200 teu (7.9% of the route's existing weekly capa-
city), excluding the ad hoc sweeper sailings. 

In late September, carriers annouced plans to levy a USD 300 - 350 
port congestion surcharges for Australia. This is supposed offset the 
effects of the worsening delays caused by a combination of factors 
including industrial unrest.   

Currently, strikes are on hold since the port workers union (the Mari-
time Union of Australia) agreed to pause labor action at Sydney, Mel-
bourne and Brisbane until November. They could however resume if 
the parties involved in the dispute do not come to an agreement in 
the next few weeks. 

 MAIN STORY 

> ANL (CMA CGM), COSCO Shipping and OOCL, partners of the A3 consortium, jointly launched 
in August a China -  Australia seasonal service marketed as 'XTRANL/PSL', so far advertised 
until late November. The loop employs four ships of 1,700 - 2,800 teu, and it turns in four 
weeks. 

> ZIM, which quit the trade in January 2014 after a presence of almost 20 years, announced 
its comeback to the trade after a hiatus of more than five years. This month, Zim launched the 
China - Australia service 'CAX', a loop that deploys six high-reefer ships of about 2,500 teu. 

> COSCO organized two new loops in September. The first, marketed as 'ASAX/AWX’, is operat-
ed jointly with sister company OOCL. It links the Straits and Western Australia with two ships of 
1,700 teu. The second loop (‘CAP’) connects China, Papua New Guinea, North Australia and 
Brisbane, offering a ten-days sailing frequency with three ships of 1,000 - 1,700 teu). 

> MSC added sweepers on the Straits - Sydney run in September. These extra ships were iden-
tified as the 3,534 teu MSC ASTRID and the 4,957 teu WIELAND.  

> OOCL (COSCO Group) added three ad hoc sweepers of 1,700 - 2,000 teu to the trade be-
tween China and Australia in the same period. 

Far East - Australia trade:  extra loops, ad hoc extra sailers, sweepers 


