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 Container shipping will be lucky to break even in 2015  

 

London, UK, 7 July 2015 – A toxic mixture of overcapacity, weak 
demand and aggressive commercial pricing is threatening liner shipping 
industry profitability for the rest of 2015, according to the Container 
Forecaster report published by global shipping consultancy Drewry. 

Earlier this year Drewry forecast that container shipping carriers would 
collectively generate profits of up to $8 billion in 2015, but our revised 
view is that it will be lucky to break even this year.  This means that 
some lines will be back in the red by the end of 2015. The only way to 
address this is for carriers to take much more radical action to address 
overcapacity which is now plaguing virtually all major trade routes.  

Despite first quarter industry operating margins of 8%, cost savings 
through falling oil prices were passed onto shippers by carriers in the 
form of much lower freight rates. And going forward, shipping lines will 
struggle to continue reducing unit costs in line with the expected erosion 
in freight rates, given stabilising bunker costs. 

Drewry estimates that this year average global freight rates will decline 
at their fastest pace since 2011, when the fall in industry unit revenue 
was as great as 10%. The outlook for freight rate development has not 
been helped by second quarter spot rates in the four main East-West 
head haul trades falling by 32% year-on-year. 

Recent decision by the Ocean Three lines to remove approximately 4% 

http://drewry-email.co.uk/_act/link.php?mId=C9115717594834508307417296403019&tId=158583500


of trade capacity on the Asia-North Europe trade should help the 
carriers’ July and August GRI initiatives to push rates up. But more 
decisive action is required here and elsewhere since void sailings are 
only a very temporary solution. As many as 129 ships of 8,000 teu and 
above still need to find homes across a number of trades in the second 
half of 2015.  

Average global head haul utilisation fell to 83% during the first quarter of 
2015, though this alone should not have precipitated the deterioration in 
spot rates. However, the perceived weakness pushed many lines into 
rate-war mode across a number of key trade routes. With the exception 
of the westbound Transatlantic and Asia to Middle East trades, rarely 
have we seen so many major routes performing so poorly all at once. 
Spot freight rates have reached historical lows on the Asia to Europe 
and Asia to East Coast South America trades, which have been driven 
by carriers’ fear of losing volume base cargo to competitors as well as 
impending new build deliveries. 

Each quarter brings another 10 to 15 ULCVs (Ultra Large Container 
Vessels) into the market and the resultant cascade of tonnage into the 
Transpacific, Latin American and Asia-Middle East trades is having a 
genuine detrimental knock-on effect. 

Neil Dekker, Drewry’s director of container shipping research said: 
“There are not enough good homes for ships of over 8,000 teu where 
they can be placed without doing some damage to the supply/demand 
balance. Ocean carriers do not want to idle these expensive assets. The 
orderbook is starting to get out of control, with another 1.14 million teu 
added since January. Carriers’ emphasis on ordering so many big ships 
is starting to backfire and virtually all major headhaul trades are plagued 
by overcapacity. We are entering a new era which will be dominated by 
big ships and all ocean carriers need to be thinking of average headhaul 



trade route fill factors of 80-85% as the norm, rather than 90% or more. 
They cannot keep adding capacity and expect there to be no substantial 
impact on unit revenues.”  

END 

“Container Forecaster” is a quarterly report published by Drewry 
Maritime Research and is priced at £3,100 for an annual subscription. 
The report is available from the Drewry website www.drewry.co.uk. 

For further information, please contact James Harley, Drewry’s Head of 
Marketing: 

Drewry,  
15-17 Christopher Street,  
London EC2A 2BS  
United Kingdom 

T: +44 (0)20 7650 1676  
F: +44 (0)20 7987 9396  
E: harley@drewry.co.uk  
W: www.drewry.co.uk 

About Drewry 

Drewry is a leading international provider of research and consulting 
services to the maritime and shipping industry. From its origins in 1970 
London to a 21st century maritime and shipping consultancy, Drewry has 
established itself as one of the most widely used and respected sources 
of impartial market insight, industry analysis and advice. Offering a 
unique combination of sector knowledge, rich market insight and 
commercial awareness Drewry is able to consistently deliver the 
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performance, profitability and competitive advantage its clients seek. 

Drewry serves its clients through four business units: Drewry Maritime 
Research, publishing market-leading research on every key maritime 
sector; Drewry Maritime Advisors, supporting the needs of shipping and 
financial institutions; Drewry Supply Chain Advisors, providing seafreight 
procurement support to retailers and manufacturers; and Drewry 
Maritime Equity Research, delivering an Investment Research Service 
on listed companies operating in the industry. 

Drewry has a truly global perspective of the maritime sectors and areas 
of expertise it covers and employs over 100 professionals across an 
international network of offices in London, Delhi, Singapore and 
Shanghai. 

 


