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We need to understand the full chain of events
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Initial Covid impact

Pacific + Asia-Europe
No of weekly blank sailings
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Consolidation works

A harbinger of developments to come in the fragmented parts of shipping ?
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Then the market picked up

Global demand growth 2020-2021

(yea r-on-yea r) Average annual demand growth Q1 2021 versus Q1 2019
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The current gridlock was created

Demang
boom
SN\
Vessel Equipment
shortage shortage
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Freight rates shot up to extreme levels
Example : Asia-North Europe (SCFI index)
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But — what lies ahead?
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We are entering a global up-cycle in favor of the carriers

Demand set to outgrow capacity in the coming years
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Neither the pandemic nor the Suez incident
were "black swan” events

CYBER ,
ATTACK Further Pandemic Spread
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Small disturbance -> large effect

Normal operational disruptions:

« Engine malfunction or other vessel breakdown
« Short-term port closure (port strike, weather etc)
« Containers lost overboard

Added new element: Crew positive with Covis resulting in vessel
quarantine
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How much do we want to pay for resilience?
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The new dynamics

Main carriers on major trades: A de-facto oligopoly
Blank sailings are here to stay because they work

We will see more consolidation in the regional trades amongst
carriers

We will see more consolidation in the forwarder segment

There will be increased need to handle nonconformances as there
will be less overcapacity
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Pandemic serves as an accellerant

« Explosion in digital initiatives in the past
years

* Many in pilot testing phase prior to the
pandemic

* Right now: “Battle test”

*  Will result in rapid weeding out between
what adds value and what does not

» Also now: clear identification of manual
barriers in need of digitization
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JOC’s Container Shipping
Technology Matrix
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How to suddenly work remotely?

+ External processes with customers
+ External processes with authorities

B
« Internal processes — hand-over between countries, agencies, 3™ party agents
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ME&ISC: 57%
NWC: 74%
NAM: 43%
SAM: 74%
FE: 40%
Africa: 25%

Total of 52 % of worldwide HC in Home Office
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Industry lifecycle

Traditional product sales

Maturity

Shake-out
Decline

Growth

Launch

A\ 4
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Industry lifecycle

Inclusion of services — and the physical part of the industry is not entering decline

T Services

Maturity

Shake-out

Product

Growth
Growth

Launch
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It is a "must have” - but will not make you long term
competitive

Drives service quality

Exception :
handling Source of sustainable

competitive advantage

Resilience

Automation

Drives commoditization
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But this might lead to fewer employees !

And the remaining employees might need a different skillset
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3 ADDITIONAL ISSUES GOING
FORWARD

THEY ARE OPPORTUNITIES
AND THREATS AT THE SAME
TIME
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Carbon Neutral Shipping
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Government Interference
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Tradewars
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Follow me on LinkedIn toget my °“
updated views on developments
Lars.Jensen@Vespucci-Maritime.com
V4

Lars Jensen oy Vespucci Maritime
Leading expert in the container shipping industry

_openhagen, Capital Region, Denmark - Contact info

500+ connections
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