
From the lows (and carrier losses) of 2016, 
freight rates improved sufficiently during the 
course of 2017 for the majority of carriers 
to return to profitable positions. However, 
despite quiet optimism in the industry 
at the start of 2017 that sustained trade 
volume growth and could drive a revival in 
freight rates, the recovery of the container 
market continues to be threatened by the 
potential imbalance between underlying 
supply and demand. Carriers  attempts to 
counter such overcapacity have primarily 
taken the form of further co-operation or 
integration, whether through merger and 
acquisition (M A) activity or new alliances. 
In this article we review the market trends 
of 2017 and analyse the outlook heading 
into 2018.    

LINER PERFORMANCE
2017 marked a quick return to profitability 
for carriers, following the significant losses 
suffered by many the previous year. By the 
end of the third quarter of 2017, all of the 
major carriers recorded positive operating 
results (with the exception of HMM), with 

shipping consultancy Drewry expecting that 
collective profit would exceed US$7bn for 
the full year.1   

Both CMA C M and Hapag-Lloyd 
recorded year-on-year revenue increases of 
over $1.2 billion, however these increases 
were primarily influenced by the completion 
of the acquisitions of APL and UASC 
respectively (see below).  Maersk Line, the 
world s largest container carrier, also made 
a strong recovery despite suffering an 
estimated $300 million loss following the 
NonPetya ransomware attack in une 2017.                            

MARKET (IM)BALANCE
lobal trade remains robust, with global 

loaded container traffic for 2017 expected 
to exceed 200 million TEU for the first time 
ever. Analysts are optimistic that this volume 
growth will continue into 2018. At the start 
of 2018, the IMF lifted its projection for 
global economic growth to 3.8 , whilst 
Drewry s recent Container Market Outlook 

 Freight Rate Trend suggests that global 
port throughput will increase by a further 
4.3  in 2018.2 

Some underlying supply-side 
fundamentals also pointed towards 
a slight rebalancing of the market in 
2017. Throughout 2016, the extent of 
overcapacity was most plainly reflected by 
the idle containership fleet numbers, which 
reached a record high in November, 2016 
of 397 unemployed vessels (approximately 
7.8  of the global fleet). Whilst some 
spare capacity remains, this appears to 
be much reduced – idle fleet numbers fell 
throughout 2017, reaching a low of 99 
vessels in anuary, 2018 (approximately 
1.8  of the global fleet).

On the other hand, 153 containerships 
totalling 437,000 TEU were scrapped in 
2017 (in comparison with 182 vessels 
(658,000 TEU) in 2016), whilst total 
container capacity was 3.7  up on the 
previous year.

Analysts expect these supply-side 
pressures to only increase in 2018, further 
dampening any potential rebalancing of 
capacity. Most notably, an additional 1.5 
million TEU of newbuilds are scheduled to 
be delivered in 2018. Of these deliveries, 
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34 of them are 20,000 TEU or above. These 
new vessels will be deployed on Asia-Europe 
routes, resulting in further cascading of 
capacity onto secondary trades that may 
impact rate stability there. On this basis (and 
even when accounting for predicted vessel 
scrapping), shipping analyst Alphaliner 
estimates that container fleet capacity is to 
increase by 5.6  in 2018.3 

On top of these scheduled deliveries, 
there was a sharp increase in newbuild 
orders during the second half of 2017, 
with orders placed for the full year totaling 
671,641 TEU in capacity (a 140  increase 
on 2016).      

The potential impact of fleet growth will 
of course be dependent on any slippage 
or deferrals by carriers on known orders 
throughout 2018. In anuary, 2018, COSCO 
(which currently has the largest orderbook 
of 28 ships for 496,000 TEU averaging 
17,700 TEU a vessel) deferred delivery of 10 
megaships to 2019. More carriers may join 
COSCO in exerting pressure on shipyards 
to defer delivery of vessels beyond 2018 in 
order to mitigate any orderbook pressure. 
Alternatively, it may transpire that, given 
the reduction in both idle fleet and 
scrapping numbers, carriers may revert 
to utilize these other capacity release 
measures again.

Despite the recent resurgence in 
orders, the likelihood of the major carriers 
embarking on a new ordering spree remains 
relatively low. Whilst a number of new 
orders are for ultra-large container vessels 
(ULCVs), analysts suggest a ceiling has been 
reached on size for now, with diminishing 
economies of scale on ever-larger vessels 
reducing the incentive for carriers to invest 
in even larger tonnage. Equally, ports and 
terminals continue to adapt to the impact of 
ULCVs, which by their nature means fewer 
port calls but increasingly concentrated box 
exchanges. 

MARKET CONSOLIDATION
Discussions on market consolidation and 
merger activity continue to dominate the 
container industry. During the course of 
2017, the acquisitions of APL by CMA C M, 
Hamburg S d by Maersk Line and UASC by 
Hapag-Lloyd were all completed. Ocean 
Network Express (ONE), the joint venture 
carrier formed by apanese carriers N , 
MOL and -Line, is also set to commence 
operations on April 1, 2018 (and has already 
started accepting bookings).  

Following completion of the ONE merger 
and COSCO s acquisition of OOCL, Drewry 
has estimated that the leading seven 
carriers will control approximately 80  of 
the global active fleet.4  Moody s Investors 
Service suggests that the, trend toward 
consolidation among container shipping 
firms will continue into 2018  as carriers 

look to further boost market share and 
efficiency to counter persistent oversupply.         

With the latest wave of consolidation 
only just becoming operational or still 
pending, predicting the impact of M A 
activity on the market in the short-term 
remains difficult. Some analysts suggest 
that recent market consolidation may act 
to reduce freight rates, as carriers attempt 
to protect their newly-gained market share 
and prevent customer attrition through 
attractive  pricing.  However, logic would 
suggest that any increase in market 
concentration will see a steady increase in 
rates for shippers.                      

ALLIANCES
Further co-operation between carriers was 
established with the launch of the new 
alliance network in April, 2017. Instigated in 
part by the collapse of Hanjin in 2016, the 
previous four major alliances were replaced 
the following arrangements:
•  THE Alliance: ONE, Hapag-Lloyd and 

ang Ming
•  2M+H: Maersk Line, MSC + HMM
•  Ocean Alliance: CMA C M, COSCO, 

OOCL and Evergreen
These new alliances look to optimise 

efficiency by reducing slots costs and 
by extending the individual operator’s 
geographical reach. 

LOOKING FORWARD
Carriers continue to seek additional cost 
savings and efficiency gains through 
technological innovation. CMA C M 
recently announced that nine 22,000 
TEU newbuilds scheduled for delivery in 
2020 will be fuelled by LN . The French 
company estimates that the switch will cut 
CO2 emissions by up to 25 , sulphur and 
fine particles by 99 , and NOX by 100 , 
calling the move, a real technological 
breakthrough . CMA C M have worked 
with Total (the French multinational oil 
and gas company) on the initiative, who 
are currently moving forward with plans to 
provide 300,000 tonnes of LN  a year from 
2020.  

Similarly, in anuary, 2018, Maersk 
announced their intention to establish 
a joint venture with IBM to explore the 
digitalization of supply chains through the 
use of blockchain.  

CONCLUSION
Whilst continuing strong demand in 2017 
went some way in reducing the previous 
capacity overhang that detrimentally 
impacted freight rates during 2016, supply-
side growth could mean that any market 
rebalancing may be short-lived. Drewry 
suggests that the collapse in freight rates 
seen during the second half of 2017 ...
suggests that carriers have not yet rid 

themselves of certain self-sabotaging 
traits and that talk of a new golden age 
for carriers was perhaps exaggerated. 5   
Similarly, consultants SeaIntel say carriers 
have, ...managed to convince the rest of 
the industry that the recovery is starting in 
2017. A new ordering spree... would most 
assuredly doom any potential recovery. 6   
How carriers perform in 2018 and beyond 
will primarily depend on their collective 
response to oversupply.    
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