Shipping and supplies: a cocktail of constraints
What is the problem?
Christmas traffic, stockpiling, backfilling, and current disruption due to the new strain of Covid have added to pressure at
ports which struggled over summer as staff were furloughed.
Eleanor Hadland, a ports analyst at maritime consultancy Drewry, was quoted as saying “the whole global container
supply chain is basically out of balance”. When the world shut down, and reopened at different times, the system stopped
working effectively, adding “if the time it takes to receive goods at your shop is lengthening, you’re having to find the
cash to pay your suppliers sooner...What we’re seeing is a trend away from globalised supply chains and people looking to
buy goods regionally”.
As we pass the Transition Period deadline at the end of the year, uncertainty over the added time pressures for customs
checks at ports has the opportunity to create further problems for businesses wanting to move goods across the border.

An unbalanced rebound
The bounce back from Covid-19 is not equal around the
world and neither are the responses by countries to
mitigate the responses from it.
The International Monetary Foundation expects China
to return to economic growth this year and traditionally
uses industry and
construction to fuel
growth (China’s steel
production is expected
to be 4%-5% higher
in 2020 than in 2019,
according to S&P Global
Platts, for example).
And this booming
industry, along with
other Asian nations, has
boosted both the tanker
and dry bulk markets,
and shipping activity is
much higher. Coal and
iron ore ships could be
seen queuing outside
of Jing Tang Harbour in
China, as shown by the
green symbols on the
map.

taking up roughly 30% of the inbound container space.
Representatives of UK ports have called on government
to move goods stored at ports, suggesting increased
capacity for moving containers (running more, or longer
trains)
This congestion means that some shipping firms have
limited the amount of cargo they are willing to bring to
the UK, adding to restocking issues. Several high profile
manufacturers have been affected by delays, most notably
Honda temporarily ceased operations at its Swindon plant
for a number of days as it waited for parts.

Brexit impact
Long queues of lorries were seen as the UK and France
independently tested new post-Brexit migration systems
at Dover. Checking passports and freight processes will
become a lengthier process after the UK has left the
EU. Truck drivers will be asked about proof of means,
destination, and length of stay. This process can take up
to 70 seconds per passenger, a seemingly small amount of
time, but one with large implications. In September 2019,
MPs were told that the reasonable best case scenario flow
rate through Dover could be 70-80% of current levels.

Brexit stockpiling has also had an impact, as many
companies have sought to bring goods to the UK early either
for certainty or to avoid tariffs. This has increased volumes
of both container and lorry traffic. French hauliers have
reported that cross-border traffic is almost 50% higher than
usual and have led to 10 mile tailbacks in Calais.

In summary

Border administrative processes remain a key unknown in
predicting how smoothly goods can pass through the border.
The Association of Freight Software Suppliers has warned
that there isn’t enough time to get software ready for 1st
January as HMRC’s Customs Declaration Service has been
delayed and therefore hauliers cannot design supporting
systems or train staff.

•T
 he UK Chamber of Commerce has acknowledged the
backlog but claims that the shipping industry is not in
crisis.

The port owners blamed “the Covid pandemic, high levels
of import traffic, the large number of empty container and
a large amount of unusually long-stay containers held at
the port”.
Eleven thousand containers holding PPE, bought under
government contract, are being stored at Felixstowe,

•S
 ome freight companies have said that ports in the UK
are currently “broken”.

•T
 he pandemic has affected buying patterns around
the world. Some restocking has been shunted into the
second half of the year.
•S
 hops, builders merchants, and manufacturers have
reported a severe lack of parts or goods.

Capacity constraints

•C
 ontainer shipping is becoming more expensive.

Slow unloading and extended holding times has created
a global shortage of containers, and in turn this has led to
some carriers imposing temporary booking stops until the
new year, and some vessels have been under filled due to
an acute shortage of empty containers, particularly in China
where Container xChange has reported that availability is
“still at a record low”. Its index for 40ft containers across
China currently stands at 0.05 on a scale of 0-1 where
anything below 0.5 demonstrates a shortage.

•R
 oad transport is faced with long delays.

Impact on construction
This congestion has affected the availability of imported
construction materials. The Builders Merchants Federation
warned that a number of products such as timber,
ironmongery, plumbing components and natural stone were
showing signs of stress and delays, particularly for small and
medium-sized buyers.

SeaIntelligence has said that unless carriers continue to
“aggressively” repatriate container boxes to Asia, shortages
will continue into at least February. Carriers have been
investing in new capacity, but these will not be introduced for
some time.

However, as supply chains are currently trying to contain
bottom-line increases in a competitive market, it is difficult
to predict how it will impact prices generally. As this acute
situation eases, we hope to be able to assess it properly.
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Felixstowe is the UK’s largest container port, and it has
experienced increasingly severe congestion since the end
of summer. A shortage of time slots to pick up containers
has resulted in storage fines, and delays in October, and
some ships have been redirected to other ports in the UK,
creating knock on impacts, whilst others have been sent
further afield to Rotterdam.

•S
 hipping costs and times have increased recently due to
a multitude of global and domestic pressures.
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