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Sudden Transpacific capacity shortage

With no pre-warning, the US Administration and China announced that they had reached an

agreement, partly pausing tariffs for 90 days — we say ‘partly’ because the US is still imposing
a baseline 30% tariff (down from 145%), cumulative with specific tariffs, (25% on steel and
aluminium) and China went down from 125% to 10%.

In the past four weeks, shipping lines have been trying to reduce Transpacific capacity, due
to a drop-off in bookings as a direct consequence of the tariffs. Now, with this latest
development, the lines need to ramp capacity up quickly, to accommodate for an expected
surge in bookings, because getting cargo into the US before the new August 14% cut-off,
requires peak season cargo to be shipped no later than by mid-July.

To see whether there have been any immediate changes in capacity, in Issue 715 of the
Sunday Spotlight, we looked at the changes in capacity for the period of May 12-July 21, as
it was on May 16 compared to as it was on May 9. On the Transpacific trade to the North
America West Coast, there is not yet a meaningful injection of new capacity in the immediate
future. This development, or lack thereof, to the West Coast becomes even more noteworthy
in the face of the development to the East Coast, where it does appear that there is already
some attempt to increase capacity, relative to a week ago.

Fig.1: Y/Y Capacity Change Figure 1 shows the Y/Y capacity change, as a rolling

(3WK Avg.) 3-week average, for both Transpacific trade lanes
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This could lead to a sharp rise in spot rates, as well as much more capacity insertion into the
Transpacific, at the expense of blank sailings in other Asian export trades.
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All quotes can be attributed to: Alan Murphy, CEO, Sea-Intelligence.
For more information, please contact: ia@sea-intelligence.com, am@sea-intelligence.com

Sea-Intelligence is a leading provider of Research & Analysis, Data Services, and Advisory Services within the global supply
chain industry, with a strong focus on container shipping. Combining strong quantitative analytical skills with a deep
understanding of the supply chain industry, based on many decades of experience at all central parts of the Ocean supply
chain, Sea-Intelligence supports customers across all stakeholder groups.
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