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Changes in maritime
transport supply
and demand

Background

This issue of the FAL Bulletin looks at shifting patterns in the supply
of and demand for water transport in three markets —containers, dry
bulk and liquid cargo (dirty and clean)— over the past several years. It
is, accordingly, divided into three sections, the first of which examines
trends in the supply of water transport. The second section presents
a comparative analysis of supply and demand in the three markets
(containers, dry bulk and liquid cargo) over the past several years. And
the third section describes and analyses changes in maritime freight
rates during global downturns and boom periods.

o Trends in water transport supply

This section analyses shifts in supply (fleet changes) for the three markets.
Table 1 presents information on the global container shipping fleet in
operation as of 31 December 2011. It includes only cellular vessels: 4,930
units with a static transport capacity of 15.4 million TEUs. The fleet is
expected to grow to 5,033 vessels and 16.6 million TEUs by the end of
this year.

The supply of maritime container transport, measured by total available
capacity, has grown notably in the last several years, as can be seen in
figure 1.

The future fleet will continue to grow quickly, both in number of vessels
and in transport capacity. Figures 2 and 3 show anticipated changes in
the container ship fleet through 2014, according to current shipbuilding
orders as of 31 December 2011 and assuming that no ships are scrapped.

These figures clearly illustrate the large influx of new vessels to the global
fleet that is expected in the coming years. At year-end 2011, the global
fleet was 21.3% larger than in the first year of the crisis (2008) and 104%
larger than at the beginning of the previous upturn (2003). In other words,
the fleet grew at an annual average rate of 9.3% between 2003 and 2011.
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Table 1
GLOBAL FLEET IN OPERATION AS OF 31 DECEMBER 2011

Percentage Percentage Projections
Containers Number of distribution  Capacity  distribution 31/12/2012 31/12/2013 31/12/2014
vessels (of total (TEV) (oftotal  Nuymperof Capacity ~ Numberof Capacity ~ Number of Capacity
vessels) capacity) vessels (TEU) vessels (TEU) vessels (TEU)

100-1 999 2323 47,12 2 502 546 16,24 2318 2 508 687 2 366 2580915 2375 2592 663
2 000-2 999 712 14,44 1811511 11,76 681 1735090 704 1795 300 711 1811248
3 000-3 999 323 6,55 1101 941 7.15 317 1086 127 341 1174 195 343 1181795
4 000-5 099 701 14,22 3167 294 20,56 745 3366018 804 3638 191 818 3707 156
5 100-7 499 463 9,39 2 840 841 18,44 480 2946 749 500 3079 198 504 6 105 598
7 500-10 499 290 5,88 2 555 320 16,59 325 2 856 255 375 3299721 411 3622 831
10 500-15 500 118 2,39 1425 640 9,25 170 2092 746 222 2790 736 258 3301 164
Total 4930 15 405 093 5036 16 591 672 5312 18 358 256 5420 19 322 455

Source: Ricardo J. Sanchez and Maricel Ulloa S., Infrastructure Services Unit (ISU)/Natural Resources and Infrastructure Division (NRID)/Economic Commission for Latin
America and the Caribbean (ECLAC), data from Alphaliner, various issues. Updated October 2012.
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Figure 4
PROJECTED CHANGES IN THE GLOBAL FLEET
(TEUs)

A. December 2011 B. December 2012
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one side or the other (sometimes from both) in an attempt

to rebalance. This search for balance eventually sets off a

cyclical pattern that ends up affecting supply as well as
Both the supply of maritime transport and the demand for  demand as both are pushed to respond.
these services show distinctive behaviour in each of the
three segments of interest (containers, dry bulk and liquid
cargo). The analysis that follows tracks the year-on-year
variation of supply and demand —in other words, how
supply and demand have grown (in operating capacity
and in transport services) and/or diminished (in operating
capacity as vessels are scrapped or international trade
slows) from one year to the next. This pattern reflects a
supply/demand imbalance that triggers a response from

Container shipping is a regular market where supply is
determined by the regular routes and services available.
Demand depends on the requirements laid out by shipping
companies, with their regularly scheduled, fixed itineraries.
See table 2 for tracks changes in supply and demand.

Table 2
GLOBAL SUPPLY AND DEMAND IN CONTAINERS
(Millions of TEU and annual average variation)

Trade/Transport demand

(millions of TEUs) 2005 2006 2007 2008 2009 2010 2011 A.AV.
Trans-Pacific route 18.4 20.2 21.1 20.5 18.4 20.3 20.7 1.98%
Far East-Europe 12.2 14.5 16.9 16.8 17.3 19.5 20.4 8.95%
Trans-Atlantic route 5.9 6.1 6.5 6.3 5.3 5.9 6.2 0.83%
North America/Europe/Far East and Middle East/ISC 9.7 10.5 12.8 14.3 14.6 16.9 18.4 11.26%
North-South routes 17.6 18.7 20.6 22.0 20.3 23.5 25.6 6.44%
Other routes 41.9 47.5 53.1 56.7 48.7 54.5 59.3 5.96%
Total 106 118 131 137 125 141 151 6.07%
% year-on-year variation 10.6% 11.2% 11.4% 4.2% -9.0% 12.8% 7.9%

2:57,3;35”2 ';’;‘Zf,;’)” supply 2005 2006 2007 2008 2009 2010 2011 AALV.
Container ships 8.1 9.4 10.8 12.2 12.9 14.2 15.3 11.15%
Multipurpose 1.0 1.1 1162 1.2 1.2 1.3 1.4 4.68%
RO-RO 0.4 0.4 0.4 0.4 0.3 0.3 0.3 -3.18%
Liner 0.06 0.06 0.06 0.05 0.04 0.03 0.02 -17.84%
Other 0.6 0.6 0.6 0.5 0.5 0.5 0.4 -3.85%
Total 10.1 11.6 12.9 14.4 15.1 16.4 17.4 9.43%
% year-on-year variation 8.0% 13.6% 11.8% 10.8% 4.8% 8.1% 6.7%

Source: Maricel Ulloa S., Infrastructure Services Unit (ISU)/Natural Resources and Infrastructure Division (NRID)/Economic Commission for Latin America and the
Caribbean (ECLAC), data from Clarkson Research Services, various issues.

Figure 5 shows percentage year-on-year changes in supply
and demand in container shipping between 2000 and
2010, as well as cumulative changes in both variables since
2000. Cumulative supply outpaced demand until 2003;
cumulative growth in demand for transport over the
ensuing five years led both curves to converge in 2008.
Supply starts to exceed demand in 2009, marking the
beginning of an oversupply of container shipping.

The cumulative supply and demand curves show which of
the two exerts upwards pressure on transport prices. In this
case, the curves show clearly defined patterns in the sample
period. After following diverging paths for a time, the
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two eventually converge (in 2002 and 2008). After 2000,
both cumulative supply and cumulative demand grew at a
steady pace, with an average annual variation of 9.9% and
10.4%, respectively. After plummeting nearly 10% in 2009
in response to the macroeconomic and trade crisis of that
year, demand recovered the following year and continued
to trend up through 2012. The data also show, especially for
2009, how supply continued to expand, albeit at a slower
pace with a more gradual slope. In the following years,
however, the previous trend resumes. In periods in which
cumulative demand exceeds cumulative supply, supply
tends to lag behind changes in demand. In contrast, when
supply exceeds demand there is oversupply.



Figure 5
CONTAINERS: SUPPLY AND DEMAND, 2000-2012
(Percentages)
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Source: Ricardo J. Sdnchez and Maricel Ulloa S., Infrastructure Services Unit
(ISU)/Natural Resources and Infrastructure Division (NRID)/Economic Commission
for Latin America and the Caribbean (ECLAC), data from Clarkson Research
Services, various issues.

Projection. Supply and demand variations are cumulative since 2000. In year
one, the values for cumulative supply and cumulative demand are equal.
However, this does not mean that there is equilibrium that year, but simply
that that year was chosen as the baseline for the index in order to show
changes in the gap between the two variables. Under no circumstances does
the gap represent absolute values.
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B. Non-regular transport of dry bulk cargo

Figure 6 analyses the patterns of supply and demand in
dry bulk transport alongside trends in Capesize freight
rates using the Alphaliner methodology, which measures
supply and demand in number of days (see figure 6 note).
There is an upward trend on the supply side (line) and a
more stable trend on the demand side. It is easy to see
that the downward trend in freight rates is due to a steady
increase in supply in excess of demand (oversupply).

Figure 7, in which Infrastructure Services Unit (ISU)/Natural
Resources and Infrastructure Division (NRID)/Economic
Commission for Latin America and the Caribbean (ECLAC)
methodology is applied to the data from figure 5 above,
shows variations in supply and demand in dry bulk
transport between 2000 and 2010.

There are similarities between the methodologies used in
figures 6 and 7, the first of which represents the Capesize
sector and the second of which represents the total dry
bulk fleet.

Figure 6
SUPPLY AND DEMAND IN DRY BULK TRANSPORT
IN CAPESIZE VESSELS COMPARED WITH
FREIGHT INDEX, 2000-2012
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Source: Maricel Ulloa S., Infrastructure Services Unit (ISU)/Natural Resources and
Infrastructure Division (NRID)/Economic Commission for Latin America and the
Caribbean (ECLAC), data from Alphabulk Monthly Monitor and Bloomberg,
various issues.

Note: A Capesize vessel equates to 172 mDWT. Supply of Capesize ship transport
is represented in number of days of availability of Capesize ships. Demand is
represented in number of days required for transport in Capesize ships.

Figure 7
SUPPLY AND DEMAND IN Dng BULK TRANSPORT, 2000-2012
(Percentages)
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Source: Ricardo J. Sdnchez and Maricel Ulloa S., Infrastructure Services Unit
(ISU)/Natural Resources and Infrastructure Division (NRID)/Economic Commission
for Latin America and the Caribbean (ECLAC), data from Clarkson Research
Services, various issues.

@ Projection. Supply and demand variations are cumulative since 2000. In year
one, the values for cumulative supply and cumulative demand are equal.
However, this does not mean that there is equilibrium that year, but simply
that that year was chosen as the baseline for the index in order to show
changes in the gap between the two variables. Under no circumstances does
the gap represent absolute values.



As in the container transport sector, there are points of
convergence after periods of cumulative supply/demand
imbalance. In the case of dry bulk transport, these points
occurred in 2003 and between 2006 and 2007. After 2000,
both supply and demand saw sustained increases. There
was a 3% drop in cumulative demand in 2009, with an
expected uptick the next year. However, supply continued
to increase but is forecast to ease off by 2010. In general
terms, the lags between supply and demand are slightly
larger in this sector.

C. Non-regular transport of liquid cargo

Figure 8 shows supply and demand variations in liquid
bulks between 2000 and 2011.

Figure 8
SUPPLY AND DEMAND IN LIQUID
BULK TRANSPORT, 2000-2011
(Percentages)
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Source: Ricardo J. Sdnchez and Maricel Ulloa S., data from Clarkson Research
Services, various issues.
2 Estimated. Supply and demand variations are cumulative since 2000.

The transport of liquid bulk is volatile, which means that
it is much more difficult to find points of convergence
between supply and demand. Indeed, there was only
one (2008-2009) in the entire period under review. The
historical analysis in figure 6 shows that the first years
of the decade were marked by drops in both supply and
demand, which were particularly sharp in 2002. This
period was followed by a strong recovery that lasted
through 2004. In 2005, cumulative supply posted a steep
decline that continued through 2006. The behavior of
the variables started to change in 2007, with a marked
downtrend in demand that steepened in 2009 while
supply began to surge. The result was a significant
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oversupply in late 2009, when supply exceeded demand
for the first and only time in the period reviewed.

@ Maritime freight rates
A. Regular container shipping

The intercrisis period (2002-2008) saw increases in
water transport prices. However, the situation changed
considerably in the third quarter of 2008, as shown in the
following figures for maritime container transport price
trends and as summarized in table 3.

Figure 9 shows changes in container freight rates from
2001 to 2012. Prices dropped slightly in the third quarter
of 2008, except for the Asia-United States route, where
they continued to trend up.

However, rates for routes out of Latin America, including
Central America and the east, west, and north coasts of
South America, declined slightly (between 4% and 6%)
for the first time in five quarters. Still, these rates were
between 50% and 70% higher than at the low point of
the series in the first quarter of 2002. Prices plummeted
in the three quarters that followed; with the exception
of the North America/Europe and Asia/Europe routes, all
prices remained below their low point of the cycle (the
first quarter of 2002).

Figure 10 shows the same information during the crisis
period, from 2008 onward. As can be seen in both figures
(9 and 10), freight rates began an upward trend in 2009
and allowed for an average recovery of 20% in the main
global routes. The recovery remained strong throughout
2010 and peaked between the third and fourth quarter,
after which it began to slow.

Despite the challenges in estimating a general average,
rates would likely have been at an index value of 100
in mid-2009 and of 169 at the beginning of the fourth
quarter of 2010 (see figure 10).

In Latin America, the pattern was similar, with increases of
45% to 60% in the same timeframe.

International sea transport prices were driven up by
a sizeable recovery in international trade and, to a
considerable degree, by a fleet that was very well prepared
to absorb this rate of growth and more. However, it
is possible that these encouraging signs that the crisis
was ending and a trade recovery was on the way raised
expectations that led to overshooting. Import freight rates
started to rebound in late 2010, while export freight rates
fell. These same bright expectations drove the increase
in shipbuilding orders beginning in June 2010 after 18
months in which few or no new orders were placed.



Table 3
PERIODS OF INCREASES AND DECREASES IN CONTAINER FREIGHT RATES?

Periods of increases

¢ Most routes began to see increases between the second and third quarters of 2002. The Asia-Europe route and the freight rate index for LAC
exports posted increases of 72% and 58%, respectively, through the fourth quarter of 2005. For the Europe-North America route, the uptrend lasted
through the third quarter of 2006 and came to 60%. However, rates for the Asia-North America route rose by only 31% through the third quarter of
2003 and then turned unstable through the third quarter of 2005.

e Between the second quarter of 2006 and the end of 2007, the Asia-Europe route saw a 46% increase. Rates for the Asia-North America routes and
exports from Latin America and the Caribbean (LAC) began their upswing in the second quarter of 2007, ending in mid-2008, with increases of 18%
and 15%. The Europe-Asia route experienced a very short upswing in the last half of 2007, with rates increasing by only 7%.

¢ In the third quarter of 2009, rates for the Asia-Europe routes and the LAC import and export indices began to climb. For the Asia-North America
and Europe-North America routes the increases began in the fourth quarter of 2009. For Asia-North America and Asia-Europe routes and the LAC
imports freight rates index, the increases lasted through the third quarter of 2010 and came to 46%, 109% and 47 %, respectively. The LAC exports
freight rate index rose 13% through the second quarter of 2010. The Europe- North America route posted a sustained rise of 38% through the
fourth quarter of 2010. It has remained stable since then, with a positive variation of 4% to date.

¢ At the beginning of 2012, routes experienced a slight but insufficient recovery.
Periods of decreases

e First quarter of 2001 to first and second quarters of 2002: Rates for the Asia-Europe route dropped by 32% through the first quarter of 2002. The
Asia-North America and Europe-North America routes and the LAC exports index fell by 22%, 10% and 8%, respectively, through the second quarter
of 2002.

¢ The ensuing downswing began at different times. In early 2005, the Asia-Europe routes and LAC export freight rate indices saw drops of 24% and
10%, respectively, which ended in late 2006. In mid-2005, the Asia-North America route showed a drop of 14% that ended in early 2007, while rates
for the Europe-North America route fell by 4% between mid-2006 and mid-2007.

e Between the first quarter of 2008 and mid-2009, the Asia-Europe route and the Europe-North America route saw increases of 56% and 36%,
respectively. LAC export freight rate indices and rates for the Asia-North America route fell by 36% and 35%, respectively, beginning in mid-2008
and ending in mid-2009. In the fourth quarter of 2008, LAC import freight rate data became available; between then and the second quarter of
20009 rates fell by 31%.

e Between the end of 2010 and the end of 2011, the Asia-North America and Asia-Europe routes, as well as LAC import and export freight rate
indices, saw drops of 27%, 47%, 8% and 11%.

Source: Ricardo J. Sanchez and Maricel Ulloa S., Infrastructure Services Unit (ISU)/Natural Resources and Infrastructure Division (NRID)/Economic Commission for Latin
America and the Caribbean (ECLAC).
2Refers to the main routes for Asia-North America, Asia-Europe, Europe-North America.

Figure 9
CONTAINER SHIPPING FREIGHT RATES FOR MAIN ROUTES AND EXPORTS FROM LATIN AMERICA AND THE CARIBBEAN
(Index: 4Q2009=100)

150 1

140 A

130 4

120

110 4

TR EER, Foe RS e EA 4B T

https://www.yunbaogao.cn/report/index/report?reportld=5 1270




