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Congestion - A short-term problem with limited impact on 
the port industry’s valuation

Supply chains generally tend to be well orchestrated for moving goods across global networks. Any short-term disruption can lead to 
bottlenecks as is the case with port congestion these days. Port congestions are not new to the industry and have been handled in the 
past as well. Since ports are gateways for global trade, any bottleneck at ports will have a ripple effect across the maritime supply chain. 
In this update, we try to demystify the current situation and explore its possible impact on the port sector valuation. 

What is port congestion?

Port congestion occurs when ships arrive at the port but cannot load or unload because of the already full port capacity. Ships can either 
queue up and wait for their turn to get a spot at the port or call-in at the nearby port. 

What is driving congestion?

There are multiple reasons:

 •   Tight capacity management and increased blank sailings by carriers: The pandemic-led lockdowns disrupted global trade. Across 
the supply chain, container shipping alliances were the fastest to respond - curtailing services on certain routes or canceling 
(blanking) port calls. This has disturbed the containers demand and availability equilibrium at ports.

Source: Drewry Maritime Research

Figure 1 Blank sailings

 •   Unexpected increase in demand: 1) the sudden spike in container volumes to meet the higher demand following the reopening of 
economies after lockdowns, 2) the usual pick-up in demand before the holiday season, and 3) front loading of orders by importers 
to safeguard themselves from any supply chain disruption that could be triggered by a second wave of infections (which has already 
become a reality in some parts of the world), have led to congestion at ports (mainly in the US – Los Angeles and Long Beach). Ports 
are generally characterised by fixed capacity which cannot be changed/modified to meet the short-term requirements. 

 •   Cost management tactics adopted by ports to combat the impact of COVID -19: Container ports deployed cost management 
strategies to save the bottom line from the COVID-19-led decline in revenue. However, these strategies have resulted in unwarranted 
consequences once the operating environment improved. In Felixstowe (UK), the decision to let go the contract workers to lower the 
cost has left the port underprepared for a steep recovery in volumes that started in 3Q20 and has resulted in the current congestion 
at the port.
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 •   Ripple effect of congestions at nearby ports: The heavy congestion at Felixstowe (UK) has not only overburdened other ports in the 
UK (Southampton) but also ports of northern Europe (Rotterdam and Zeebrugge) as carriers have stopped calling Flexistowe and 
are instead unloading containers at nearby ports.

 •   Increased health measures adopted to safeguard against COVID-19 infections:  Several ports in China are facing congestion as the 
country mandated COVID-19 checks primarily to stop the spread of the infection.

Who is to blame?

Each industry segment has its own justification. Shipping companies claim that rerouting/ cancelling port calling has primarily led by 
increased time to complete the round trip (due to quarantine measures opted by various ports worldwide). While the technique of 
positioning containers based on historical trends and future projections across ports works in the normal course, it has failed in the current 
stressed situation. 

Ports, on the other hand, claim that with easing lockdown measures, volumes have picked up suddenly and they are doing their best to 
deal with the situation. While they believe it is a short-term phenomenon and expect normalcy to return soon, some ports have opted to 
increase their workforce, while others have introduced overtime to deal with the situation. Additionally, the capacity of inland transport 
and warehousing providers in each market is broadly fixed, and therefore, cannot be easily ramped-up to meet short-term fluctuations 
in demand.

Shippers (who are at actual risk of losing the business due to delayed delivery) contest that the recent consolidation in the shipping 
industry has given unwarranted power to the big three shipping alliances, which virtually dominate 85% of the market share. Their 
respective capacity management efforts have led to the recent spike in container freight rates, which has stirred the regulators in many 
countries to closely watch the situation. Recently, the US Federal Maritime Commission (FMC) has intensified monitoring of shipping 
alliances, requiring them to provide carrier-specific trade data monthly rather than quarterly. This comes in conjunction with the regulators 
in South Korea and China, which are already keeping an eagle eye on the situation. 

Who is bearing the brunt? 

Shippers (the weakest link) are bearing most of the cost burden as the maritime industry plays a central role in global trade, container 
shipping alliances dominate in terms of market share and ports play a vital role in the marine supply chain. Container shipping lines pass 
on the cost of delay to shippers by adding a congestion surcharge to freight rates, while ports and hauliers pass on the cost in the form 
of higher demurrage charges and storage cost.

Shippers, who generally rely on sea for international trade (because of the cheapest cost when compared with other modes of transport), 
generally bear the burden of inefficiencies within the supply chain -- when they are aware of the inefficiency, they are better prepared, but 
for inefficiencies caused by disruption (such as COVID-19), shippers have to bear the indirect cost as well, such as loss of business due 
to late delivery and increased stock holding led by longer/less reliable service leads.

Impact on the port companies’ valuation

As stated at the start of this analysis, port congestions are not new and have already been tackled in the past. They impact trade in the 
short term even though their wider impact can be felt by various industries. Therefore, we believe the current crises is also short term and 
should be resolved soon with limited impact on valuations. The recent uptrend in Drewry’s port index substantiates our claim. 

http://www.drewry.co.uk


Event Update
04 December 2020

© Drewry Maritime Financial Research 2020 www.drewry.co.uk

3

Congestion - A short-term problem with limited impact on 
the port industry’s valuation

Also, financial markets are already enjoying the flood of liquidity injected by the central bankers/governments, which instead of 
supporting the real economy, is actually making its way into various financial assets. We believe liquidity will continue to support the 
Port company valuations at least until the vaccines are fully available and governments continue to pump money into their respective 
economies. 

* The index represents average stock price of ten port companies covered by Drewry
Source: DMFR

Figure 2 Drewry port index
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Disclaimer

Drewry Maritime Financial Research (DMFR) is the marketing name of Drewry Financial 
Research Services Ltd.

DFRS is incorporated in the UK and is authorised to provide investment advice in 
accordance with and pursuant to the UK Financial Services and Markets Act of 2000 (the 
“FSMA”). Drewry Financial Research Services Ltd is a wholly owned subsidiary of Drewry 
Shipping Consultants Holdings Limited, which as a group is focused on maritime research 
and advisory services.

Drewry Financial Research Services Ltd. is authorised by the Financial Conduct Authority 
(FCA).

Firm FCA Ref No - 572297 

This email has been sent by Drewry Financial Research Services Ltd (DFRS or the 
“Company”) solely for the DFRS clients who are qualified parties as per FSMA guidelines. 
Whilst the Company believes the information it uses for research is from sources believed to 
be reliable, the Company does not make any representation or warranty, express or implied, 
as to its accuracy, completeness, timeliness or correctness for any particular purpose. 
The opinions and estimates included herein reflect the analysts’ views based on available 
information on the dates specified and these views may have changed without notice. 
Any recommendation contained herein does not have regard to the specific investment 
objectives, financial situation and the particular needs of any specific client. The information 
herein is published for clients only and is not to be taken in substitution for the exercise of 
judgement by the client, who should obtain separate legal or financial advice. The Company, 
or any of its related companies or any individuals connected with the Company, accepts no 
liability for any direct, special, indirect, consequential, incidental damages, or any other loss 
or damages of any kind arising from any use of the information herein (including any error, 
omission or misstatement herein, negligent or otherwise) or further communication thereof, 
even if the Company or any other person has been advised of the possibility thereof. The 
information herein is not to be construed as an offer or a solicitation of an offer to buy or sell 
any securities, futures, options or other financial instruments or to provide any investment 
advice or services. The Company and its associates, their directors, officers and employees 
may have positions or other interests in, and may effect transactions in, securities mentioned 
herein. DFRS does not seek to do business with any of the companies mentioned other 
than sell them these reports. However, other related parts of Drewry Shipping Consultants 
Holdings Limited may seek to provide “advisory services or the sale of other group research 
products” to companies mentioned in this report.

Drewry Maritime Financial Research
15-17 Christopher Street, London EC2A 2BS, United Kingdom
financialresearch@drewry.co.uk
Telephone: +44 20 7538 0191
Fax: +44 20 7987 9396
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Jurisdictions

The distribution of this email is governed by the UK Financial Services and Markets Act 
of 2000 (the “FSMA”) and is restricted to qualified parties as defined by the FSMA. The 
distribution of this email may be restricted by rules and regulations in certain jurisdictions. 
Persons into whose possession the email may come are required to inform themselves 
about and to comply with all applicable laws and regulations in force in any jurisdiction in 
or from which it invests or receives or possesses this email and must obtain any consent, 
approval or permission required under the laws and regulations in force in such jurisdiction.

For US Investors 
Drewry Financial Research Services (DFRS or the “Company”) is an independent research 
company and is not a registered investment adviser and is not acting as a broker dealer 
under any US federal or state securities laws. The Company does not provide individual 
investment advice or hold client money. As such, the Company is not required to be 
registered as an investment adviser.

Analyst certification

The research analyst(s) set out below certifies that a) all views expressed in this report 
accurately reflect his or her personal views about any and all of the securities or issuers and 
b) that no part of the analysts remuneration was, is, or will be directly or indirectly related 
to the specific implicit or explicit recommendations or views expressed by the research 
analyst(s) in this report.

Ankush Kathuria CFA, FRM
Lead Analyst – Port and Terminal operators

kathuria@drewry.co.uk
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