Shipments Delayed: Ocean Carrier Shipping Times Surge in Supply-Chain Crunch
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Cargo ships have been delivering their loads later than ever this year, adding to the supply-chain
woes that are undercutting efforts by retailers and manufacturers to capitalize on resurgent economic
demand.

Only about 40% of container ships globally were on time arriving at ports in March, according to an
analysis by Denmark-based Sea-Intelligence ApS, with average delays stretching to more than six
days. The slowdowns improved from February, but remained far behind reliability levels of the
previous two years, when more than 70% of ships arrived on time.

The delays around the world, the result of a large-scale restocking by businesses as consumer
demand improves, are tying up vessel capacity, adding to a shortage of sea containers needed to
move goods and sending shipping costs soaring as container freight rates rise at a historic pace.

For companies shipping goods, the delays are part of an array of headaches disrupting supply chains
as U.S., European and Asian economies rebound from the steep retrenchment last year brought on
by the Covid-19 pandemic. Rising raw materials costs, shortages of finished goods and components
such as semiconductors and lumber, shortfalls in the supply of workers, and capacity crunches in
transportation networks have knocked companies off balance as demand across a range of sectors
has recovered.

The shipping delays that started building up late last year worsened during a normally slack period in
shipping demand early in the year. They have tied up inventories in some cases for weeks at a time
as vessels wait to reach berths while offloaded containers sit for long periods at packed freight
terminals.

Shipping executives say the greatest delays have been at Southern California’s neighboring ports of
Los Angeles and Long Beach. Heavy demand by U.S. importers to restock inventories depleted during
the past year’s Covid-19 restrictions has swamped the largest U.S. trade gateway and triggered
heavy logjams of ships off the coast.

“It [normally] takes 14 days to sail from Shanghai to Los Angeles; today it takes 33 days,” said
Vincent Clerc, chief executive of ocean and logistics at Denmark’s A.P. Moller Maersk A/S, the world’s
biggest container operator in terms of capacity. “"The sailing time is the same, but you spend twice
the time waiting to unload at the San Pedro Bay.”

“We have invested millions of dollars in extra capacity, but a large part of that capacity is
immobilized because of congestion in the U.S. West Coast,” Mr. Clerc said.

The delays appear to be the longest at the California ports but Sea-Intelligence said ships moving
from Asia to Europe have also been held up past their scheduled arrivals.

Congestion has led to delays of up to six days at sites including Port Klang in Malaysia, Rotterdam in
the Netherlands, Piraeus in Greece, Southampton in the U.K. and the Kao-hsiung port in Taiwan.

The cargo delivery delays have stretched from docks to rail yards, truck terminals and distribution
centers, leaving everyone from giant retailers and auto manufacturers to mom-and-pop shops short
of supplies and paying multiple times more compared with last year to move their merchandise.

The cost of moving a 40-foot sea container from China to U.S. West Coast ports was quoted this
week at $5,650, according to the Freightos Baltic Index, up 34.5% since the start of the year and
228% higher than the same period last year.



Delays at the Southern California ports have eased over the past month. The Marine Exchange of
Southern California reported fewer than 20 container ships were waiting at anchor for berths during
several days over the past week. That was far below the peak of about 40 ships at anchor in the first
quarter and marked the lowest levels since last November. Still, the group, which monitors vessel
traffic in the region, said there are normally no delays for ships seeking a slot at the Los Angeles and
Long Beach docks.

Yeti Holdings Inc., an Austin, Texas-based manufacturer of outdoor recreational equipment, said in
its first-quarter earnings conference call last week that it is facing pressure to get materials in place
to meet rebounding demand for its gear and that it expects high freight costs this year.

“The higher freight assumption is largely consistent with what we are seeing in the broader market
as Covid continues to impact global logistics,” Chief Financial Officer Paul Carbone said. "And we now
expect these elevated shipping rates to persist for the balance of the year.”

The higher costs and delays are especially hard on small businesses, which have less stock on hand
to serve as a buffer against supply disruptions.

“0il and parts prices have gone up by at least 15% over the past two months,” said Hector Martinez,
who runs the Rye Auto Care in Rye, N.Y. "I got two cars with electrical problems and the parts are
back ordered with no release date. Tires are also delayed, sometimes for many days.”

Container line executives expect the market to remain clogged for much of the year, although
German boxship operator Hapag-Lloyd AG said in its first-quarter earnings report that it expects a
“gradual normalization in the second half of the year.”

The rising rates have been a financial boon to ocean carriers, even as the shipping congestion has
complicated operations. Maersk reported earlier this month a record net profit of $2.7 billion in the
first quarter, up from $197 million in the first quarter of last year.

Several other carriers have also reported profits surpassing $1 billion in the first quarter.

“Right now we are completely outside conditions in our ocean business and we are making a windfall
of profits on the back of infrastructure bottlenecks and congestion,” Mr. Clerc said. “I would much
rather have a more normalized profit than having customers feeling that their supply chains are
cracking and bursting.”

Hapag-Lloyd, which earned a $1.45 billion net profit in the first quarter compared with $27 million in
the year-ago quarter, said it is diverting ships to less-congested ports where possible and has bought
an extra 450,000 containers since last year to add capacity. But the carrier said the “congested
supply chains present a huge challenge to all market participants.”



