
IS THE SKY FALLING?  
THE 2022 PEAK SEASON,  
OR LACK THEREOF

“IN JANUARY 2021 GLOBAL VESSEL CAPACITY LOSS 
SHOT PAST 10 PER CENT FOR THE FIRST TIME EVER, 
PEAKING AT 13.8 PER CENT IN JANUARY 2022. THIS 

LOSS OF CAPACITY IS THE STRONGEST DRIVER 
BEHIND THE INCREASE IN FREIGHT RATES.”
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Presently, the biggest question 
in container shipping, is whether 
we will have a strong 2022 peak 
season, or perhaps no peak season 
at all. Unfortunately, container 
volume data is notoriously time-
lagged, and we will not know if 
the peak season volumes will have 
materialised until the peak season 
– which traditionally runs from 
early July to late September – is 
almost over.

SETTING THE STAGE

Prior to the onset of the pandemic, 
the shipping lines had suffered 
through a decade of mostly loss-
making freight rates, leading to the 
exit of nine of the top-20 shipping 
lines in 2016-2018. The lines did not 
receive a lot of sympathy, as their 
wounds were mostly self-inflicted. 
While the market agreed that 20 
global shipping lines was too many 
in an increasingly commoditised 
industry, none of the lines believed 
that they should be one to disappear 
in market consolidation, so everyone 
loudly proclaimed “not it”, and 
ordered their own series of mega-
vessels, creating the over-capacity 
crisis that would define the lines’s 
decennium horribilis of the 2010’s. 

When the pandemic first hit 
in 2020-Q1, container volumes 
plummeted sharply, dropping up to 
60 per cent year-on-year (Y/Y) in 
some weeks of February and April 
2020, with many market observers 
(including us) seeing this as an 
indicator of the pandemic ushering in 
another disastrous year for the lines, 
under two definitive assumptions: 
1) that the impact of the pandemic 
on consumer spending on goods 
would be as long and deep as every 

recognised economists believed in 
early 2020, and 2) that freight rates 
would plummet, as they had done 
with every major volume crash in the 
past. 

Neither of these critical 
assumptions were met, as not 
only was the volume contraction 
very short-lived, it came back 
with a vengeance, as especially 
US consumers – with lockdowns 
preventing them from going to 
restaurants, bars, hotels, and other 
services – shifted their spending 
onto durable goods (see fig. 4), 
fuelled in part by stimulus packages, 
and in part by the enduring spirit 
of Americans refusing to curtail 
spending in times of crisis.

CONSUMER SPENDING FUELS 
DEMAND, CAUSING CAPACITY 
SHORTAGE

US spending on durable goods 
jumped to +15 per cent (when 
annualised over 2019) from the 

second-half of 2020, leading first 
to a shortage of containers driving 
up spot rates on Asia-Europe, 
and then as the US hinterlands 
got clogged up, creating port and 
vessel congestion across the US, 
as vessels coming across the 
Transpacific could not unload 
their cargo, or pick up exports and 
empties for repatriation to Asia. 

At the height of this capacity 
shortage crisis in late 2021, 30 per 
cent of all vessel capacity deployed 
on Asia to North America West 
Coast was absorbed by vessel 
congestion, meaning that the 
loss of capacity far outweighed 
the growth in container demand, 
sending Transpacific and Asia-
Europe spot rates skyrocketing past 
$10,000 per Forty-Foot Equivalent 
unit (USD/FFE). 

Globally, vessel capacity lost 
to congestion has historically 
been around 2 per cent, as there’s 
always some incidents leading to 
vessel delays, but in January 2021 
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FIGURE 1 
Capacity absorption 
vs. Asia-Europe spot 
rates
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Global vessel capacity loss shot 
past 10 per cent for the first time 
ever (see fig. 1), peaking at 13.8 per 
cent in January 2022. This loss of 
capacity is the strongest driver 
behind the increase in freight rates, 
as illustrated in figure 1, where the 
Global capacity loss is compared 
against the Asia to North Europe 
short term rates published by 
Xeneta, noting that using any index 
of the main ex-Asia East-West spot 
rates produces a correlation of +95 
per cent.

2022 SPOT RATES VS THE 
SEASONAL PATTERN

Figure 1 also illustrates the source 
of the current concerns of a 2022 
peak season, as absent any timely 
volume data, market observers find 
themselves reading the tea leaves 
of the pre- and early peak season 
spot rates. As the lost capacity has 
gradually improved to 9.6 per cent 
in May 2022, the stratospheric spot 
rates have also started to come 
down, as vessel capacity is being 
freed from congestion. That has 
prompted some commentators 
to proclaim that the sky is falling, 
and in real dollar terms, a $4,000 
USD/FFE drop in spot rates since 
January is certainly unprecedented, 
in a market that for decades could 
not command a rate over $2,000 
USD/FFE. In relative terms though, 
it is not quite as drastic.

Nearly every year, freight rates 
rally as we head towards Chinese 
New Year (CNY), as cargo owners 
rush to get volumes out before 
the lunar holiday week, where 
factories across Asia shut down, 
and in the weeks after CNY, 
freight rates usually decline. This 
is illustrated in Figure 2 , where 
the green line shows the average 
spot rate developments in Asia-
North Europe across the past 
10 years, but aligned so that the 
weeks of the pre-CNY spot rate 
peak have been marked as “week  
0”, and in relative terms, so that 
week 0 is set at index 100, and we 
have removed the influence of the 
clear outlier years of 2015, 2016, 
and 2021. 

The yellow line shows the same 
developments, but as the median 
of the spot rate developments. 
Including the outlier years, and 
aligning the weeks according to 
the week of CNY rather than the 
pre-CNY peak week, does not 
materially alter the developments, 
although the average and median 
developments are less aligned.

The blue line in figure 2 shows 
the exact same 2022 Asia-North 
Europe spot rate data from Xeneta 
as the yellow line in figure 1, but 
now with the peak in January 2022 
set as index 100. We see that the 
relative developments in 2022 do 
not align perfectly with the average 
or median of the past 10 years, 
as the drop in spot rates does 

not happen immediately after the 
peak, but rather starts five weeks 
later. For this reason, we have also 
added the red, dotted line, which 
is simply the blue line offset by five 
weeks. 

The first important take-away 
from figure 2, is that the 25 per cent 
drop in spot rates over a 12-week 
period seen in 2022 is by no means 
out of the ordinary around CNY, as 
the seasonal pattern over the past 
10 years is a 30 per cent drop over 
8 weeks, but from here, there are 
two ways of interpreting the data in 
figure 2. 

The first, is that by CNY week 
+19, spot rates should start to 
increase 10-15 per cent, which 
(so far) has not happened in 

FIGURE 2 
Asia=North Europe 
CNY spot rate patterns
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2022. The second, but completely 
opposite, interpretation, is that the 
developments in 2022 are merely 
offset by 5 weeks, possibly due to 
the shortage of capacity illustrated 
in figure 1, and following the red, 
dotted line, spot rates should start 
to increase again, any moment 
now. 

As 2022 is an outlier year 
itself, there is no clear way of 
determining which interpretation 
is “correct”, but it should be noted 
that bunker oil prices have also 
increased $300 USD/MT for 
IFO380 and $500 USD/MT for Very 
Low Sulphur Fuel Oil (VLSFO) 
since the start of the year, further 
eroding 2022 spot rates by a few 
percentage points. We see a similar 
pattern across the Transpacific, 
albeit here we see a continuous 
slow 25 per cent drop over the past 
11 weeks since early May, rather 
than a levelling out.

CLUES FROM CAPACITY 
DEPLOYMENT

While actual peak season volume 
data will not be available until 
after fact , we do have other tea 
leaves. At Sea-Intelligence, we 
track every single container 
vessel deployed in the deep sea, 
not just where it has been, but 
also where it is supposed to be 
for the next 12 weeks, according 
to the lines’ continually updated 

vessels schedules. As we know 
the TEU size of each vessel, 
we can chart out the capacity 
deployment for the coming 
12-weeks, as reflected by the 
schedules. To the extent that 
vessel schedules reflect actual 
future sailings, this scheduled 
capacity deployment should 
reflect the lines’ expectation of 
volume developments, based on 
actual bookings.

When we looked at the 12-week 
capacity outlook for the Transpacific 
in week 20 (figure 3), peak season 
capacity injection was supposed 
to start in week 22, compared to a 
traditional peak season starting in 
week 27, indicating an early start 
to the peak season; perhaps in 

anticipation of a post-lockdown 
increase in export cargo from 
Shanghai. 

That volume rebound never 
materialised, as the volume loss 
due to the lockdown in Shanghai 
was offset by a combined 5.4 per 
cent Y/Y growth in volumes in 
May 2022 in the major ports of 
Ningbo, Shenzhen, and Qingdao. 
The outlook in week 26 then 
indicated a normal start to the 
peak season, with lines planning 
to increase capacity substantially 
by week 27-28. However, if 
we look at how it stands now 
(in week 28), the peak season 
capacity increase is slated to start 
even later, in week 29-30 i.e. a 
delayed 2022 peak season.

“WE ARE NOT SEEING ANYTHING 
CLEARLY INDICATING A BOOM OR 
CRASH IN CONSUMER SPENDING ON 
DURABLE GOODS.”

FIGURE 3 
TP peak season 
getting delayed
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US CONSUMER DEMAND FOR 
DURABLE GOODS

As mentioned above, the massive 
increase in spot rates was caused 
primarily by a shortage of vessel 
capacity, but it was initiated by a 
strong increase in US consumer 
demand for Durable Goods. This 
means that for supply chains to revert 
back to “normal”, absent any newbuild 
orders coming on stream until 2023, 
any change in the current market 
conditions would have to come from 
an easing of US consumer spending 
on Durable Goods.

Figure 4 shows the growth in US 
consumer spending, based on data 
from the US Bureau of Economic 
Analysis (BEA), but in order to 
avoid the distorting effect in 2021 
of comparing to the nadir of 2020, 
we show the 2020-2022 growth 
as annualised over the last pre-
pandemic year, 2019. This basically 
shows what the annual average 
growth rate would have been, in 
order for the value to go from the 
corresponding month in 2019 to the 
current month.

The downwards trending (but 
positive) annualised growth rate 
for Durable Goods indicates that 
the underlying growth is getting 
progressively weaker, gradually 
returning to pre-pandemic levels, 
but at least in the pre-peak season, 
we are not seeing anything clearly 
indicating a boom or crash in 
consumer spending on Durable 
Goods.

TYING IT ALL TOGETHER 

All together, we’re seeing signs of 
a peak season weaker than the 
record year of 2021, but the sky is 
certainly not falling, at least not 
yet. The next weeks will be crucial 
in setting the tone for the peak 
season, as a continued slide in spot 
rates, and a reluctance from lines 
to deploy more capacity will create 
the perception that even the lines 
are bearish on the peak season, 
and as is often the case, perception 
will trump reality, even if reality is 
just a delayed peak season.

Cargo owners will be tempted 

to read a lot into these signs of 
weakness, and we have already 
seen several claims that we have 
now started on the inevitable 
spiralling towards a market crash, 
with an expectation that lines will 
return to a blind obsession for 
market shares, driving spot rates 
back to the loss-making territory 
of years past. This is a hazardous 
conclusion to make, as it ignores 
that market conditions have 
changed fundamentally. 

There are no longer 20 global 
lines vying for market shares, half 
of them have gone. When volumes 
crashed in first-half 2020, rates 
did not drop, an industry first, as 
lines implemented a record blank 
sailings programme, cancelling up 
to 60 per cent of capacity in some 
weeks. They learned that that the 
“liner” part of “liner shipping” can 
be viewed as optional, so if volumes 
dry up, blank sailings will return 
with a vengeance. Moreover, they 
now have massive cash cushions, 
with which to withstand even lay-
up scenarios. This is 2022, not 2009.

The only question then remains 
is whether blank sailings will be 
used exclusively as a tool to prevent 
loss-making rates, or if the lines will 
attempt to limit space to extract 
premium rates. If they attempt the 
latter, they are bound to raise the 
ire of cargo owners and regulators 
alike. The potential profits, however, 
might be too tempting.
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FIGURE 4 
US Consumer 
spending annualised 
growth over 2019

Today’s Supply Chain

www.porttechnology.org EDITION 123  |  7


