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In order to prepare for the changes, it is critically important 
to separate the current problems which are caused by the 
pandemic from the more structural changes. To use a mari-
time metaphor we need to separate the effects related to 
the current large wave hitting the coast from the effect of 
the incoming tide. 

In the following we will therefore first take a closer look at 
the impact of the pandemic in 2020 as this had some very 
clear indications of the changes which were happening 
structurally. Then we will take a look at the current pro-
blems and the likely play-out as we gradually see the mar-
ket revert to normality. And finally a view at what that new 
– and changed – normality will look like.

LOOKING AT THE DEVELOPMENTS IN CONTAINER SHIPPING OVER THE PAST 20 MONTHS 
SINCE THE PANDEMIC STARTED THERE HAS BEEN NO SHORTAGE OF CHANGE IN THE 
SHIPPING INDUSTRY. HOWEVER, FOR ANY PARTICIPANTS IN THE MARITIME SUPPLY CHAIN 
THERE IS SIGNIFICANT NEED TO SPEND SOME TIME LOOKING BEYOND THE CURRENT 
PROBLEMS AND BEGIN TO PREPARE FOR THE MUCH MORE FUNDAMENTAL SHIFT WHICH 
IS COMING DURING THIS DECADE. THIS SHIFT WILL BE IMPORTANT FOR SHIPPING LINES, 
AGENTS, PORTS, TERMINALS, FORWARDERS AND ANYONE ELSE INVOLVED IN THE INDUSTRY.

CHANGE IS COMING TO 
THE CARIBBEAN

THE PANDEMIC EFFECTS AS SEEN IN 2020

In the very early stages the impact appeared to be relevant 
solely for China, but this quickly escalated to become a glo-
bal matter – not just in terms of the pandemic but in terms 
of the ripple-effects through the supply chain. 

When the pandemic first impacted China, the container ca-
rriers reacted by very quickly blanking individual sailings. As 
China re-opened, they also reinstated the sailings quickly. 

When the pandemic spread globally and shut down most 
of the world there was a large decline in container demand 
in April and May. The carriers again reacted very quickly and 
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blanked a large amount of sailings in most, but not all, tra-
des. This is important for three reasons.

The first, and obvious, reason is that this prevented freight 
rates in many trades from declining. Instead the carriers re-
duced capacity and kept rates steady in the downturn. 

The second important element to notice is that this was not 
the case in all trades. Some trades did not see carriers re-
duce capacity quickly and instead freight rates did indeed 
decline sharply. A good example of this is the trade from 
Asia to East Coast South America. Only after a month of sha-
rp declines did the carriers reduce capacity and restore rate 
levels.

The third important element 
is that the two above effects 
served not only to “save” the 
market for the carriers in early 
2020, but also shows a much 
more fundamental change in 
the market which will be part of 
the new normal after the pan-
demic. 

The swift action with blank 
sailings especially took place 
in trades with strong degree 
of consolidation and a large 
number of weekly sailings. This 
allows the carriers to adjust ca-
pacity in smaller increments 
and therefore match capacity 
to demand almost on a weekly basis. This is why it worked 
well in trades like for example Transpacific where an alliance 
easily has 10 weekly services – which means they can ad-
just capacity in increments of 10%. But in trades with much 
fewer services – there are only 4 direct services overall from 

Asia to East Coast South America -  the adjustment is much 
more difficult to make. This is why rates in some trades ini-
tially dropped.

Looking beyond the pandemic the carriers will increasin-
gly be using blank sailings as a means to adjust supply to 
match demand and we will less often see dramatic declines 
in freight rates.

Even more fundamentally, the ability of the carriers to ma-
nage capacity to this degree of efficiency is due to the gra-
dual consolidation we have seen in the industry over the 
past 20 years. Essentially only 40 of the 100 largest carriers 
in year 2000 still exist today. This has given the carriers the 

scale they need on the deep-sea 
trades to avoid too much instabi-
lity and destructive price wars.

Given the amount of success this 
has led to it is very likely that con-
solidation will continue – espe-
cially in regional trades such as 
the Caribbean where there is still 
today a significant degree of frag-
mentation. 

The next effect we saw in the se-
cond half of 2020 was that as de-
mand came back to normal levels 
– and there were beginning to 
boom into North America – this 
created major problems in the 
supply chain. The many blank sai-

lings early in the pandemic meant that empty containers 
suddenly were in the wrong place when the demand boom 
into North America began. Shortage of containers caused 
freight rates on the Transpacific to rise rapidly.

When the pandemic spread 
globally and shut down most 
of the world there was a large 
decline in container demand in 

April and May. 
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Increasing rates on Pacific led carriers to rapidly insert more 
vessel capacity – but this led to congestion problems in 
key US ports, especially Los Angeles/Long Beach as the 
terminals as well as the inland logistics system became 
overwhelmed.

The high rates on the Pacific led some deep-sea vessels to 
be re-routed away from for example Asia-Europe and over 
to the Pacific. This created capacity issues on other deep-
sea trades and rates started to also increase on these trades.

THE PANDEMIC EFFECTS AS SEEN IN 2021

Congestion issues reached a peak in early 2021 due to the 
usual cargo peak prior to Chinese New Year. The expecta-
tion was that the seasonal demand decline after Chinese 
New Year would lead to an ability to get rid of the bottle-
necks which were the cause for capacity shortages. At this 
point in time vessels were so delayed that it amounted to 
11% of all global vessel capacity not being available.

But after Chinese New Year the pandemic disruption meant 
that there was no seasonal lull in volumes to help fix the 
congestion problems quickly. The problems were indeed 
beginning to loosen up and the amount of capacity soaked 
up in bottleneck reduced to 9%.

But then Ever Given got stuck in the Suez Canal causing 
additional severe bottlenecks. Then Yantian port which is 
the 5th largest container port in the world was closed for a 
month due to a Covid outbreak. Then one of the terminals 
in Ningbo which is the world’s 3rd largest container port 
was closed for 3 weeks due to a Covid outbreak.

All of this dramatically worsened the bottleneck issues and 
by the end of August 12.5% of the global container vessel 
capacity had been effectively removed from the market as 
they sat waiting outside many ports around the world.

Making matters even worse, the demand boom into Nor-
th America continued. The extremely high freight rates in 
especially Asia-Europe and Transpacific led to both existing 
carriers as well as new carriers to launch new services with 
much smaller vessels than normal. These vessels were re-
moved from regional trades as charter rates soared. In Q3 
several vessels had been chartered at rates of 200-250,000 
USD/day where such vessels before the pandemic would 
fetch 10,000 USD/day. This began to create capacity shor-
tage problems in the regional trades as well as an upwards 
pressure on freight rates.

At this point in time it was very clear how all trades – no 
matter how regional – are tightly linked to each other and 
the developments in regional areas, such as for example Ca-
ribbean and Intra-Asia,  were de facto dictated by the deve-
lopments on Transpacific and Asia-Europe.

THE TRANSITION IN 2022

The current level of congestion across the supply chain will 
take at least 6 months to untangle – and that is the optimis-
tic scenario with no further disruptions. It is likely that more 
disruption might well occur in which case it is more likely 
that the market will not revert back to normal until well into 
the second half of 2022.

Regional trades facing vessel and equipment shortages will 
therefore not see major improvements until we begin to 
see major improvements on Asia-Europe and Transpacific 
as these are the trades where the relevant vessels and equi-
pment will need to be released from.

The transition is likely to be uneven – sudden improve-
ments in a particular location will release capacity which 
can then overwhelm the supply chain at the other end of 
a trade. Such effects will ripple through the networks and 
whilst the bottlenecks will eventually be fixed, it will not be 
a smooth transition.

THE MARKET DYNAMICS IN THE NEW NORMAL IN 2023 
AND BEYOND

Many transformational elements for the new normal were 
already underway before 2020, but the pandemic will have 
served to accelerate some of these trends.

The consolidation trend amongst the regional carriers will 
continue, and likely gather pace given the large amount of 
cash acquired by the carriers in 2021. Smaller regional ca-
rriers will either be acquired by global carriers such as seen 
recently with MSC taking over Login Logistica and Hapag 
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Lloyd taking over NileDutch, or we will see mergers be-
tween regional carriers such as the ones driven by DP World 
through Unifeeder.

Eventually this will lead to fewer, but stronger, local carriers 
including in the Caribbean.

The digitalization of the industry was already well under 
way but have also increased in pace. Partly because the 
shipping lines and logistics companies have much more 
money with which to invest in the transformation. Partly 
because the pandemic has made it extremely clear whe-
re manual processes acted as a brake on the supply chain 
when suddenly people had to work from home. In the next 
few years we will se a sizeable part of the spot market for 
freight move online as seen in the early movers such as 
Quick Quotes from Hapag Lloyd and Maersk Spot. We will 
also see an accelerating trend towards more digital docu-
mentation especially related to electronic bills of lading.

This in turn means that all stakeholders – shipping lines, 
agents and forwarders – need to execute their digital strate-
gies rapidly. Failure to do so will likely force a company out 
of business. A successful adoption will, however, not lead to 
a competitive advantage. It is necessary to remain relevant 
but not enough to have an advantage. The competitive ad-
vantage comes from the ability to handle local exception  
-either when things have not developed according to plan 

or when customers need a special solution that is not com-
monly used in the market.

On top of that vessel sizes will continue to grow in many 
trade as more large vessels will be delivered in the coming 
years – and with a particularly large influx to be seen in 
2023.

This is all very likely to result in changes in the Caribbean 
over the coming years. The consolidation and influx of lar-
ger vessels will increase the need for efficient transhipment 
handling for hub ports. Ports eager to retain or grow local 
volumes need to carefully analyze which vessel types they 
need to handle 3-5 years into the future.

The Caribbean is a region where there is a sizeable amount 
of local agents serving the various shipping lines. Given the 
rapid digitalization of the entire industry it is imperative for 
any agent to be very clear on which parts of their business is 
about to be commoditized by this development. For agents 
who see this specific risk they need to assess what it is they 
can deliver in terms of local knowledge in handling excep-
tions and therefore provide customer service on top of the 
automated information flow. Agents able to provide this 
will have a solid future, but agents mainly handling tasks 
which are becoming automated will simply cease to exist 
before the end of the decade.

4/06/2021

All stakeholders – shipping lines, agents and forwarders – need 
to execute their digital strategies rapidly. Failure to do so will likely 

force a company out of business.
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