





Peak Season Forecast: Ocean, Intermodal, Air and Trucking

Special Report

Forwarders
and shippers
say carriers are
cutting space
commitments
they madein
2024-25 service

contracts.
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attempt to honor the named account allocations, but in

a tight market, with FAK rates four times the fixed rates,

carriers will seek to book as much spot cargo as possible.
“Is it possible that NVOs are not getting all of the space

they want? Yes,” the carrier executive said.

“How in the world do the
carriers think shippers can
absorb these costs?”

With vessel capacity getting even tighter in June, some
beneficial cargo owners (BCOs) who book directly with
carriers and have minimum quantity commitments in their
annual service contracts are now finding even their space
allotments are being cut. “I'm sure it is happening,” a sec-
ond carrier executive said.

Each carrier has its own strategy for allocating vessel
space. One common practice is to honor the allocated
space at the contracted rate, which in the 2024-25 service
contracts is about $1,500 to $1,700 per FEU, if the importer
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pays a PSS, said Bob Fredman, principal at the consulting
firm SF Global Insights. Carriers in June announced PSSs
totaling $1,000 per FEU, and some liners have announced
additional surcharges of $1,000 to $2,000 per FEU to take
effect in July, NVOs told the Journal of Commerce.

“It's, ‘Pay a PSS, or there’s no space.” Fredman said.

A transportation consultant who formerly served as
the logistics manager at large retailers said he doesn't see
carriers pulling back from their stepped-up schedule of
GRIs and PSSs anytime soon, although it could result in
downward pressure on demand later this year.

“How in the world do the carriers think shippers can
absorb these costs?” the source said.

New data from the US Census Bureau detailing sales
and inventory changes through April showed no signs of
the sudden boom in demand that took place in early May;,
Alan Murphy, CEO of Sea-Intelligence Maritime Analysis,
said in the firm's Sunday Spotlight newsletter.

“This would have made it virtually impossible for carri-
ers to proactively deploy more capacity in order to prevent
capacity shortages and rate spikes, partially dispelling the
myth that the spike is simply the carriers manipulating the
market,” Murphy wrote.
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