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Editorial: Airfreight

Martin Bencher Airfreight is expanding in a fast-
paced direction that now covers three conti-
nents, meaning more local presence and di-
rect dealing with clients. As of the 1st of March,
Martin Bencher US opened an airfreight office
with Martin Bencher’s own IATA license in Dal-
las, Texas, solely focusing on airfreight and serv-
ing the entire US. Being centrally located in the
middle of the country, our new air office will
represent both east and west coast shipments,
without being affected by the time difference.
To comply with US regulations for Air Export, we
will be directing all air export through this office.

Furthermore, 1st of March, Martin Bencher
China opened an Airfreight office, located in
Shanghai. The office will handle all RFQs and
airfreight shipments in China, ensuring Martin
Bencher's delivery of VIP products and special
cargo to our clients.

These two new great initiatives will combine
with the Martin Bencher European airfreight
setup controlled by Martin Bencher Airfreight
Copenhagen.

Martin Bencher Airfreight Copenhagen is able
fo assist with requests and shipments to and
from Europe. We are already assisting all offices
in Europe with larger airfreight shipments with
increasing success for the Martin Bencher orgo-
nization.

Offering airfreight services from all offices in 23
countries around the world, the new initiatives
will strengthen the position and possibilities for
Martin Bencher in the airfreight market. We can
assist with all kinds of airfreight requests world-
wide, covering project planning, door-to-door
delivery, express shipments, after-hours, cus-
toms clearance, aircraft part shipments, ship
spares, and general cargo up fo full charter
flights to remote areas of the world.

Nothingis too small or too big for Martin Bencher
to handle.

Sincerely,
Patrick Winther
Branch Manager, Airfreight

Offering airfreight services from all offices in 23
countries around the world, the new initiatives will

strenghten the position and possibilities for Martin
Bencher in the airfreight market.
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In the following Market Intelligence Report, Looking at Multipurpose vessel indicators

please find our update on the second quarter
of 2022.

We look back on the market tendencies and
world outlook since the first quarter of the year,
and likewise, we turn our heads to the uncer-
tain future, looking at forecasts and predic-
fions for the next quarter and year.

And the uncertainty definitely plays a major
role in this market report. The last few months
have shown us, once again, but also in a
completely different manner, that the world
changes rapidly and predictions are impossi-
ble to rest one’s case on.

A Russian invasion has hit Ukraine and, in many
ways, paralyzed the region and big parts of
the world in general. Cargoes are stuck in Rus-
sian and Ukrainian ports and many industrial
projects are on hold, and the impacts are ex-
pected to cause the inflation rates to increase
even more.

Covid-19 has escaped large parts of the world
for now but is currently raging in China, whose
restrictions and lockdowns are challenging the
global supply chains.

These two factors are specifically impacting
the world economy and prices of everything
from gas and oil fo consumer goods with an
inflation rate growing at the fastest pace since
the early 1980s. Along with the geopolitical
tensions, the overall picture is very unstable.

through the Toepfer index, the rates keep
steady at a high level, but the steep rise has
stopped. MPV freight rates are, however, ex-
pected to continue 1o rise over 2022, but at a
much slower rate as supply chain problems are
expected to come under control and shippers
reach a ceiling for freight on MPV fonnage.

Looking at the current Shanghai Containerized
Freight Index, container rates have dropped
since the beginning of 2022, after approxi-
mately a whole year of increasing. However,
the tight shipping capacity and high freight
rates will continue to impact the global market
this year as there is sfill no end in sight to the im-
pact of the Covid-19 pandemic on the world'’s
supply chains.

Bunker prices rose to almost double the previ-
ous cost from mid-late February to the begin-
ning of March, and as of the beginning of April,
the prices were sfill at a very high level. The
demand for oil may begin to grow, leading fo
lower prices, but with the number of unknown
factors, such as a potential global ban on Rus-
sian oil, the prices might as well increase.

For the first time, we have now included an Air-
freight section to the report, and here too, the
Omicron wave in Asia and the war in Ukraine
are undoubtedly also having an impact on air
cargo and the whole airfreight market. How-
ever, from the beginning of 2022, we have
seen improvements in air cargo fraffic thanks
to reduced disruptions from Omicron outside
of Asia.

The uncertainty definitely plays a major role in this
market report. The last few months have shown us,
once again, that the world changes rapidly and

predictions are impossible to rest one’s case on.
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World trade outlook

Two months have passed since the Russian in-
vasion of Ukraine and we dall find it hard to be-
lieve that the pictures we see are for real and
that we must somehow deal with this new re-
ality. It is still not clear what consequences the
conflict will bring, other than we are all affect-
ed by it in some manner.

In the well-vaccinated wealthier countries of
the world, year three of the pandemic will be
better than year two, and Covid-19 will have
much less impact on health and everyday ac-
tivities (The Economist, 2021).

The coronavirus remains a formidable foe, es-
pecially right now in China with the country’s
largest Covid-19 outbreak in two years that
continues to spread despite an extended lock-
down of Shanghai’'s 25 million people, with
the restrictions weighing on a fragile economy
and straining global supply chains. Other areas
have also been implementing restrictions, and
these measures across China are an increasing
drag on the world’s second-largest economy,
with consequences for global growth, supply
chains, and inflation in all parts of the world
(Bloomberg News, 2022).

The surge in inflation has spread all over the
world. Consumer prices across most of the rich
countries are rising by 7.7%, year on year, the
fastest pace of increase in at least three de-
cades, and it is expected to remain elevated
throughout the year (The Economist, 2022).

At the same time, the world economy has en-
tered a period of intense uncertainty as the
unpredictable pandemic and the fallout from
Russia’s war in Ukraine combined with the rap-
id inflation and weighing on an already fragile
global recovery. Economists expect the glob-
al output to slow this year to 3.6 percent, from
6.1 percentin 2021, which is a downgrade from
a January forecast of 4.4 percent growth this
year (The New York Times, 2022).

In conclusion, inflation continuously plays a ma-
jor role and interest rates may be expected to
increase. Along with the geopolitical tensions,
all these factors create a very unstable overall
picture.
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Multipurpose vessel indicators

Despite the disruption that the invasion of
Ukraine and the imposing of sanctions against
Russia has caused to shipping and frading, the
time charter rates keep steady at a high level,
but the steep rise has stopped. With a mod-
est increase from March to April, the Toep-
fer's Multipurpose Index has almost reached
the level of real fime fixtures that have been
witnessed already in the past months, primar-
ily for tonnage in favorite positions, with ade-
quate TEU capacity to serve container tfrades.
The index has gained 2.2% month-on-month
and aremarkable 181,3% compared with April
2021 (Toepfer, 2022).

The availability of MPV sales candidates is ex-
tfremely tight and there are many buyers who
are willing and able to buy tonnage at the
current high price levels (Toepfer, 2022). MPV
freight rates are expected to continue to rise
over 2022, but at a much slower rate as supply
chain problems start to come under control
and shippers reach a ceiling for freight on MPV
tonnage. However, MPV freight rates have, as
seen in the index, stabilized by the end of QI
2022.

Although the problems that contfinue to trou-
ble global supply chains are acting as a posi-
tive effect on this sector, the next wave of con-
tainership newbuildings, expected to leave
the yards over 2023, will undoubtedly have a
detrimental effect on MPV share (Fields, 2022).
For short sea shipping, the current develop-

ments and restrictions in frading are challeng-
ing, but so far freight rates and earnings are
stable. The time charter equivalents achieved
in February are still keeping their high level, but
the upward trend has stopped (see Figure 1).
For now, not much has changed for multipur-
pose vessels that are hardly available with only
very few prompt positions open to be char-
tered. Smaller MPV operators are struggling to
find suitable tonnage because a major part
of ships has been fixed long-term and period
charters have even been concluded for deliv-
ery dates in the second half of 2022 (Toepfer,
2022).

The war in Ukraine and restricting measures
against Russia have thus triggered several
factors that influence the current market envi-
ronment on fop of already faced trading dis-
ruptions towards shipowners and shippers. In
addition, unusual energy resources and high
demand for renewables as a replacement for
fossil fuels means that the demand for project
cargo and wind furbines is expected to be
pushed much faster and more excessive than
estimated just a few months ago when the
energy transition was thought to be the ma-
jor challenge with global goals to be reached
much further ahead in time (Toepfer, 2022).

Summing up, the index appears to be steady
and not steeply increasing at the moment, but
ultimately, it is nevertheless not possible to fore-
see the long-term consequences of the cur-
rent challenges.
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This Index (TMI) represents the monthly average timecharter rate assessmentestablished by a panel of Operators,
Ownersand Brokers for a 6 - 12 manths timecharter for a 12.500 tons deadweight MPP / HL "F-Type"vessel.

Source: TOEPFER TRANSPORT GMBEH
research@toepfer-transport.com

Figure 1: Toepfer's Multi-Purpose Index (TMI) - The index is based on a 12,500-ton deadweight MPP/HL "F-type” vessel under a six
to twelve-month time charter and represents monthly assessments by operators, owners, and brokers.
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Container vessel indicators

The Shanghai Containerized Freight Index
(SCFI) reflects the fluctuation of spot freight
rafes in the export container transport market
from Shanghai. Looking at the current SCFI as
per Figure 2, container rates have dropped
since the beginning of 2022, after approxi-
mately a whole year of increase (Shanghai
Shipping Exchange, 2022).

Although it seems like the rates have dropped,
the high level continues. According to ana-
lysts, tight shipping capacity and high freight
rates will continue to impact the global market
this year as there is sfill no end in sight to the im-
pact of the Covid-19 pandemic on the world'’s
supply chains. Industry experts have been say-
ing that the twin impacts of the pandemic and
geopolitical tensions will crimp the operations
of global ports and inland fransportatfion this
year.

Global container capacity will be tighter as
many containers remain empty on the return
leg of their journeys after delivering cargo,
which has been affecting container turnover
efficiency. The container market will remain
fight due to poor container availability in many
countries this year.

Given the complexities of the pandemic situ-
afion abroad, severe congestion and delays
could lead to a decline in the efficiency of
the entire supply chain. But, blindly increasing
fransportation capacity and container supply
will not really solve these problems, claims in-
dustry analysts (Hellenic Shipping News, 2022).
As the lockdown in Shanghai confinues and
many other Chinese cifies face curbs due to

Covid-19, the number of container vessels wait-
ing outside the country’s ports has almost dou-
bled since February, creating a challenging
environment for logistics in and out of China
(Hand & Si, 2022).

Reading all these market signals has become
increasingly complex. Spot rates appear to be
pulling back, but not by all accounts. Conges-
fion appears to be decreasing, but it may be
just shiftfing fo other ports, and declines may
reverse when Shanghai lockdowns end.

China’s Covid lockdowns will reduce demand
for space on ships sailing out of Shanghaiin the
very near term, meaning there will be more
vessel space available for other ports in the re-
gion and the expectation should therefore be
for downward pressure on freight rates. Once
we see a reopening, the expectation should
be for a surge of cargo coming out of Shang-
hai which will lead to a sharp upward pres-
sure on freight rates (Miller, 2022). Furthermore,
the conflict in Ukraine has caused significant
delays and congestion in the regional supply
chain of the Black Sea and created a series
of operational difficulties. This, together with
the sanctions and impact on Russia, is causing
problems in the supply chain that will inevita-
bly exceed regional boundaries and assume
a global dimension (Forbes, 2022).

All these abovementioned factors are creating
a very blurry picture for the coming months.
The overall expectation is, however, still tight
capacities, higher freight rates, and bottle-
necks in the supply chain.

Shanghai Containerized Freight Index

5500 -

2021

2022

Figure 2: Shanghai Containerized Freight Index (Shanghai Shipping Exchange, 2022).
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Bunker prices
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Figure 3: Fuel prices from Bunkerworld index (Bunkerworld, 2022).

The bunker market has also faced the conse-
qguences of the ongoing war in Ukraine and
sanctions against Russia from most of the
Western World. As expectations of extremely
squeezed energy supplies shivered the world,
bunker prices rose to a record high peak of al-
most double the previous cost from mid-late
February to the beginning of March, and as of
the beginning of April, the prices were still at a
very high level.

It is expected that freight rates will remain at
a high level, as the high bunker prices will be
the main cost driver for cargo transportation
and shipments. There are no signs of a declin-
ing market, but like everything else, the market
is unstable, and no actions or consequences
can be predicted (Toepfer, 2022).

Regarding crude oil prices, the market volatility
is set to continue as traders digest concerns of
falling demand although supply remains tight.
Traders try to assess the impact of Chinese
lockdowns on global fuel demand although
the authorifies in China said the pandemic
impact will be “rapidly restored” as manufac-
turing plants prepared to reopen in Shanghai
(Trading Economics, 2022).

Nevertheless, a shortage of marine fuel can
be expected in some regions, due to the cur-
rent situation in Ukraine and Russia.

The OPEC+ alliance, which controls nearly half
of global oil supply, has gradually rolled back
the rec-ord production cuts that were insti-
tuted during the worst of the pandemic, say-
ing it aims to balance supply with emerging
demand from the recovery. The demand for
crude is thus expected to rebound in Q3 2022
and reach a new high level in Q4 2022, and
analysts expect the oil market to be in surplus
in every quarter of 2022 (Bunkerworld, 2022).

The signals from the OPEC show that the de-
mand may begin fo increase which leads to
lower prices, but with the number of unknown
factors, such as a potential global ban on Rus-
sian oil, the prices might as well increase. Con-
cludingly, it is once again more or less impossi-
ble to predict anything.
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Airfreight

As part of our increased focus on and devel-
opment of airfreight within Martin Bencher,
we will from this edition report on and form an
overview of the international airfreight market
in the Market Intelligence Report.

The air cargo sector saw a considerable up-
tick in activity following the outbreak of the
Covid-19 pandemic in 2020. The resultant
collapse in passenger air fravel forced many
operators fo shift their strategies to stay com-
petitive, and the boom in global e-commerce
further strengthened the need for effective air
freight to support global supply chains. Despite
this, the air cargo market remains a volatile
one moving through the first months of 2022.
Sanctions and airspace closures following the
Russian invasion of Ukraine are likely to bring
challenges to all areas of global logistics, and
with significant rerouting required, air cargo is
no exception (IBA, 2022).

The beginning of 2022 has seen improvements
in air cargo fraffic thanks fo reduced disrup-
tions from Omicron outside of Asia. However,
the Omicron wave has spread in China and
certain other Asian countries, and the war in
Ukraine is undoubtedly also having an impact
on air cargo and the whole airfreight market.
Ultimately, lockdowns and factory closures in
Asia, sanctions related to the war, and short-
ages of crucial inputs are driving prices higher,
and economic activity and frade lower (IATA,
2022).

In addition, the IBA’s research has identified
some key trends within air cargo to watch forin
2022, that correspond to IATA’s insights. Russia
and Ukraine airspace closures will bolster air
cargo capacity restrictions. With the airspace
restrictions affecting over 30 countries, flight
fimes between Europe-Asia and Asia-North
America are being significantly increased as
air cargo flights are rerouted.

Another major factor is that airfreight rates will
remain elevated. rates confinue fo be inflated
as passenger aircraft belly-cargo capacity re-
mains restricted, and the infroduction of new
aircraft info the market is slow. There are indi-
cations that rates are expected to continue
fo increase in the near term, but surcharges
from cargo carriers are likely due to network
disruptions, surging fuel prices, and the war in
Ukraine (IBA, 2022).

From Figure 4, the latest air cargo overview
shows that Industry-wide cargo fonne-kilo-
meters (CTKs) rose 2.9% year-on-year (YoY) in
February 2022, compared to a 2.4% increase
in January.

International available cargo fonne-kilome-
ters (ACTKs) were up 12.5% YoY in February, in
line with the past four months. Seasonally ad-
justed ACTKs grew 7.6% MoM, but the average
of January and February was 3.7% below the
December 2021 levels (IATA, 2022).

Air cargo market - February 2022

World February 2022 (% year-on-year) Year-to-date (% year-on-year)
share’ CTK ACTK CLF(%-pt)? CLF(level)’ CTK ACTK CLF(%-pt)> CLF(level)®
TOTAL MARKET 100.0% 2.9% 12.5% -4.9% 53.2% 2.7% 11.9% -4.8% 53.6%
International 87.2% 2.5% 8.9% -3.8% 61.3% 2.9% 9.9% -4.1% 60.1%

‘9% of industry CTKs in 2021 2\"ear-on-y'ear change inload factor

Figure 4: Air cargo market overview, February 2022 (IATA, 2022).

3Load factor level
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