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Market Updates as Fourth Quarter Shipping Remains Challenging 

 

As we have been regularly reporting, the combination of the China-USA trade war and traditional peak season 

volumes prior to the holidays are still posing significant challenges and delays. Here are a few highlights for 

review: 

 

• Inbound volumes from China remain very strong as there are still shippers moving in inventory ahead of 

the China 301, list number three (3) that will go into effect on January 1, 2019. This tariff increase will be 

another 15% on top of the 10% that was officially implemented on September 24th.  

 

• The steady flow of volume from China has kept vessels fully utilized with a high demand for space. 

Bookings are still recommended at a minimum of three (3) weeks in advance, in order to improve the 

chances of being moved by a certain departure date. Rates also remain much higher as carriers will 

utilize the opportunity to increase revenue. Low revenue cargo will often be a target by the carrier for 

cargo rolling or even rejected bookings in their efforts to prioritize their immediate revenue goals. Rate 

validities will remain short, volatile, and may bring about additional General Rate Increases or Peak 

Season Surcharges if supply and demand are in their favor.    

 

• Space remains tight to all regions, including the US East Coast, US Gulf Coast, US Midwest and US 

West Coast. Purely based on timing of transit time, leading up to the January 1, 2019 tariff increase, 

volumes may begin to naturally decrease on the U.S. East Coast routes approximately mid to end of 

November. The pattern will then shift westward, leaving the US West Coast routings potentially full until 

mid-December, having the shortest transit time to make the deadline. This of course is based on limited 

to no further outcome in the China and US trade negotiations at this time.  

 

• All major ports and rail ramps are reporting the shortage of drivers and container chassis as predicted. 

The impact from the ELD (Electronic Logging Device) Regulation, implemented last December, 2017, 

continue to pose challenges and inefficiencies for container drayage companies, limiting driver hours and 

the number of moves they can make in a given day. With a strong economy, there are also more drivers 

leaving this arena in search for better paying jobs or other modes of truck transportation that are more 

stable. Overall, it is expected that as volumes continue to remain strong for both Inbound and Outbound 

containers, there will be congestion, major delays, incurred storage and per diem experienced. For 

Outbound container, this can also mean delayed loadings and missing terminal cutoff dates for an 

anticipated sailing. Any additional charges relative to the above overview remain a factor of market 

conditions and unfortunately will be passed on to the client.  

 

• As we separately reported (10/19/2018) the members of the West Coast MTO Agreement (WCMTOA) 

said the revised Off-Peak program for providing extended gate hours at the Ports of Los Angeles and 

Long Beach—informally known as Pier Pass 2.0—is expected to start on Nov. 19, subject to the 

conclusion of applicable Federal Maritime Commission procedures. The current Traffic Mitigation Fee 

of $72.09 per TEU (twenty-foot equivalent unit) will be replaced by a new flat fee of $31.52 per TEU 

(Twenty Foot Equivalent Unit). The rate for all other size containers will be a flat fee of $63.04. This 

will be charged across all hours of operation. This is in response to new appointment systems that the 

terminals have implemented and will continue to help resolve the congestion of trucks throughout peak 

and non-peak hours of the day. 
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• A Low-Sulfur Fuel Mandate is set to be imposed in 2020 by the International Maritime Organization 

(IMP). Shipowners will be required to burn low-sulfur fuel or install “scrubbers” that work to remove 

sulfur from the exhaust systems until they can convert. As this is a global initiative and involves a high 

degree of uncertainty to the actual cost models, estimates are in the billions of dollars. Some “unofficial” 

forecasts see the additional costs as much as 30% to 50% than high sulfur fuel being used today. 

Currently the fuel portion of an ocean freight shipment is recognized currently as the BAF (Bunker 

Adjustment Factor) surcharge. The rising cost of fuel and its initiatives are a major concern to the carriers 

and they have historically passed on such increases to the client community, avoiding further losses they 

may often absorb to remain competitive or hedge against the volatility of pricing throughout the year. It 

has been mentioned that this surcharge will play a major role in the 2019 to 2020 shipping season service 

contracts effective May 1, 2019. However, several carriers have already advised of surcharges they plan 

to implement as early as this November, hoping to ease into a process of recovering these future costs 

now and until there is a more formal structure. It is almost certain that this will have a significant impact 

and higher pricing on ocean freight in the course of the next few years. We recommend you continue to 

monitor this as more information and rate structures develop. We will continue to share what we know.  

 

• Airfreight space also remains tight in many of the major origins globally. This is a significant factor for 

those shippers that need product timely in anticipation of proper holiday inventory. The above tariff 

scenario is also relevant to Air Freight from China as well, where those that cannot manage to move 

product by ocean in time, may still consider the mode by Air to beat the January 1, 2019 increases. We 

are observing weekly Rate and Fuel Surcharges (FSC) increases, as well as reported backlogs and 

congestion in many gateway regions. If you are considering any shipments by air, we highly recommend 

you contact your local handling office or account representative immediately.  

  

 

For any further assistance or guidance on the above, please do not hesitate to contact your local handling office or 

account representative. 
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