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EOQ, Management & How Did We Get here? 3

• Japan led the 70’s inventory revolution with their JIT – “Just-In-Time” – solutions. The world quickly followed. 
Inventory was tied to working capital and buying subjected to the EOQ – “Economic Order Quantity” - model.

• According to Investopedia 
o The JIT process means inventory levels are kept to a minimum. A low inventory figure on the balance sheet

means a higher inventory turnover ratio, making a company look more efficient.
o High inventory turnover ratios are considered a good sign of operational efficiency, effective purchasing

management, and profitable company stewardship.
o JIT inventory is maintained to ensure, as far as possible, that there is always a buyer for finished goods.

• Companies pursue improved financial results in their search for investment, wealth and success. $’s and EOQ drive 
many financial and inventory solutions, policies and practices in this search. EOQ is an important cash-flow tool, as 
for many companies, inventory is the 2nd highest cost after people.

• The premise being that all stakeholders in the chain, across all tiers, carry inventory sufficient to cover materials 
and safety stock only, with EOQ addressing, among others, re-order levels, carrying cost and lead times, with all 
tiers working in mutual and synchronized harmony. This entailed moving sub-assembly and raw material demand 
downstream to T1, T2 and lower tiered suppliers and sources, a basic element of globalization and JIT models. 

• EOQ does not, in and of itself, consider global pandemics that affect every tier, that is a tactical input.
• COVID-19, undermining EOQ and sequential demand harmony, precipitated an extreme, sudden “demand shock”.
• The pandemic affected multiple producers across multiple tiers in multiple countries moving intermediary goods 

around the globe to a demand pattern predicated on storing as little inventory as possible. Exacerbating this, local 
governments then started buying up all available ppe stocks for internal use, in beggar-thy-neighbor dynamics.

• Recovery from this “shock” will require more than simply relocating / onshoring / nearshoring or catering to 
political demand. It will also require a shift in strategic financial and inventory management policies.

• It will require a balance between JIT1 & 2 and JIC1 & 2 – Just-In-Case - inventory strategies and decisions.
• The international globalization network is too intricate and inter-dependent to convert at short notice, if at all.
• A perfect onshoring or near shoring alternative would not have reduced the “demand shock”. Demand saw to that.
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Which countries are most at risk? 4

Coronavirus second wave: which Asian countries are most at risk? 
• Some Asian countries are seeing new Covid-19 outbreaks as they reopen battered economies
• But experts say that while many are now better equipped to handle new clusters, those with ongoing local 

transmissions are still at risk
• On the prospect of dealing with the second wave of the coronavirus, experts generally agree that regional 

governments appear to be better prepared to cope after the substantive experience they have gathered tackling 
the initial outbreak of the pandemic.

• analysts also point out that challenges remain, especially in maintaining vigilance and ensuring that small clusters 
are swiftly contained so they will not morph into bigger and more uncontrollable infections.

• A new outbreak of the coronavirus in China has sent ripples of fear through the world of a second wave of 
infections, especially in countries that have had some success in controlling the pandemic and are moving ahead to 
reopen their battered economies.

• Several Asian countries that have eased restrictions and resumed some level of economic activity, including 
Australia, Japan and South Korea, have in the last month reported new outbreaks numbering in the tens to a few 
dozens.
o China with a second outbreak centered in Beijing, with at least 184 new cases reported since last week
o India, Friday recorded 13,586 coronavirus cases, raising the total to 380,532, the fourth highest in the world
o Pakistan, 136 more deaths were reported on Friday, bringing fatalities to 3,229 and overall infections to 

165,062.
o Indonesia reported 1,331 new coronavirus infections on Thursday, its biggest daily increase since the 

outbreak 
o South Korea added 49 new cases on Friday, including 32 local infections, raising the total caseload to 12,306
o Tokyo confirmed 41 new coronavirus infections on Thursday
o Australia where dozens of new cases were recorded in the past week, the majority from Victoria.
o U.S. several states coming out of lockdown were experiencing large rises in cases because there was still a lot 

of virus circulating that could start new chains of transmission



Thinking Differently  – Executing Quickly ACC

Cumulative Unemployment Claims by Select Groups 5



Thinking Differently  – Executing Quickly ACC

Retail Update 6

A wave of change
Age structure of the U.S. resident Population by sex: 2010 vs. 2019
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The Next Shortage Wave?
• The majority of U.S. harvesting starts in early June, spreading through late September to early October.
• Then the pandemic struck, stranding labor wherever it is not required.
• With insufficient pickers available to fully harvest ripening fruits and vegetables, farmers and co-operatives will see 

product laid waste with perishable crops remaining in the ground or on the vine.
• With millions of tons of harvested product being blast frozen and stored for winter months in huge freezers across 

the country, the effect of any shortfall in harvest volumes will be delayed.
• We are still purchasing last years products that are being retrieved from super freezers and processed.                      
• The question is “How much product can farmers extract from their lands with limited labor available?” 
• Only time will tell.

Do you know?
in 2018, 134 million Chinese traveled overseas. By 2030, perhaps 300 million to 400 million will do so. 

Pharmacy & Health Retailer Benchmark
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Walmart Just Made a Surprising Announcement and Its Very Bad News for Amazon
• Watch out, Amazon: Small businesses may now have more options for reaching customers with their online stores.
• Walmart isn't the type of company that makes surprising announcements, but its partnership with Shopify was 

exactly that. The two companies said they will now make it possible for companies using Shopify to access 
Walmart's Marketplace at Walmart.com. 

• This matters for a few reasons. The first is that as online shopping has surged in the past few months with retail 
shops closed, big companies like Walmart (and Amazon) are betting that trend will continue. Amazon recently 
announced that it would offer 125,000 temporary workers hired since March full-time positions moving forward as 
it adjusts to the shift in how consumers are shopping. 

• The more important piece is that this partnership represents an alternative to online retailers who have, until now, 
essentially had to choose between going it on their own or selling their products on Amazon, which, thanks to the 
size of its customer base, is a very appealing option. 

• Amazon is also the third-largest advertising platform, allowing small businesses to promote their products to a 
huge audience. At the same time, the platform has frustrated sellers in recent years with rising costs and fees and 
by competing against popular products by selling and promoting its own versions.

• The world's largest retailer aims to add 1,200 Shopify sellers this year, Walmart executive Jeff Clementz said in an 
interview. The company's marketplace site, which already offers more than 75 million products, grew at a faster 
pace than Walmart's overall web business in the first quarter, and third-party sales are typically more profitable as 
the sellers pay a fee when a sale is made and often shoulder the delivery costs.

California, Washington probing how Amazon treats 3rd-party sellers, report says
• State investigators from CA and WA are reportedly probing the business practices of Amazon, particularly how the 

company treats third-party sellers in its online marketplace.
• CA’s investigation includes Amazon practices for selling products in competition with the third-party sellers. WA 

state attorney general’s office is also looking into whether Amazon is making it harder for third-party sellers to list 
products on its platform, according to The New York Times, citing correspondence that it was able to view.
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Is Amazon on the hunt? Analyzing rumored Macy’s, J.C. Penney acquisitions
• With many retailers on the ropes, Amazon could be looking at a major acquisition
• Sitting on approximately $27 billion in cash and enjoying robust economic growth during the COVID-19 pandemic —

with second-quarter sales expected to grow more than 27% — Amazon is rumored to be on the acquisition hunt. 
One often mentioned target is iconic retailer Macy’s. Another is J.C. Penney.

• Both have faced their share of struggles in recent years as more consumers shift to online buying, and with the 
pandemic shutting large portions of the economy, plenty of retailers are forecasting dire financial years, giving a 
company like Amazon and its cash-powered room to maneuver.

• What would Amazon want with a struggling retailer? Jeff Bezos’ goliath likely sees what others, including Macy’s, are 
seeing: opportunity.

• Macy’s Chief Executive Officer Jeff Gennette told J.P. Morgan that he sees about $10 billion of potential opportunity 
“up for grabs right now.” Macy’s, too, has explored possible acquisitions in the past year, Gennette said.

H-E-B making employees' pay increases permanent
H.E. Butt Grocery, among the first retailers to boost pay for front-line workers during the pandemic, will now offer 
permanent pay increases. H-E-B did not provide a dollar amount for the pay raises but said in a statement that the 
average employee will earn more than twice as much over the next year as they would have with the $2-per-hour 
increases instituted when the outbreak began.

With grocery sales up, what does that mean for Albertsons’ IPO?
• The nation’s second-largest grocer, Albertsons, is said to preparing for an IPO this week, and analysts are expecting 

the Idaho-based company to raise $1.3 billion. 
• The grocery business has seen a boost during the pandemic, even despite shortages, as shelter-in-place orders have 

meant a lot more people eating at home, stocking up on household goods and relying on online delivery and 
curbside pickup to get what they need. But with cities, towns and restaurants reopening, will the boom last?

• Albertsons says its sales were up almost 50% in March, and almost a quarter in April as compared to 2019.
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What’s at risk?
An 18-Month View 

of a Post-CIVID 
World
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Consumer Packaged Goods Supply Chain Report

Report attached

How TikTok influencers are driving product demand
• "TikTok made me buy it" is the latest trend in app-inspired purchases for consumers, who                                        

are finding creative ways to showcase and rate useful products. Due to TikTok’s                                              
predominantly younger audience, items tend to be inexpensive with high-rated skin care                                          
and home improvement products that tend to sell out from their promotion. Reviewing                                          
products on the platform has become so popular that numerous accounts are solely                                             
dedicated to product reviews and recommendations.

• 2020 has been rough for most brands and people, but TikTok is the exception — the app had a better quarter 
during Q1 2020 than any app ever, with 315 million downloads.

• As TikTok continues increasing in popularity, app-inspired purchases are likely to continue. With summer around 
the corner and social distancing still in place in many states, purchases like inflatable canopy islands and tanning 
spray are already showing up in videos.
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Former trucking owner faces charges in elaborate scam to defraud Amazon
• The former owner of a Rhode Island trucking company is facing charges of wire and mail fraud after prosecutors 

allege he orchestrated an elaborate scheme to defraud Amazon out of more than $640,000.
• Michael Chaves, 40, of East Providence, Rhode Island, and former owner of auto transport company CAT 

Transportation Inc., was already awaiting sentencing in another federal case when he was arrested on Wednesday, 
June 17. He is currently being held in federal custody.

• Court documents allege that since March 2017, Chaves opened approximately 30 Amazon customer accounts using 
various names and email addresses. Over a three-year period, prosecutors claim he placed nearly 10,800 orders 
totaling around $714,000 but kept the items and instead returned similar or used items or those around the same 
weight for a refund of more than $640,000.

Kroger says demand easing after stockpiling
“Customers are still stocking up, but to a lesser degree than during the shutdowns ... We expect sales to taper as the 
quarter progresses,” said Kroger. Digital sales skyrocketed 92% in the first quarter, compared with the previous quarter’s 
22% increase, as more consumers opted for Kroger’s delivery and pickup services.

Don’t Be Fooled by Positive Same-store Results.
• “The most important thing to remember about comps is that, just like any other metric or number, they are a part of 

the picture, not the entire tableau. Just because comps are rising, that doesn’t necessarily mean the company is a 
good investment. And likewise, falling comps do not always mean it’s a bad one. The trends that you see and the 
reasons for those trends matter.”

• Even though same-store sales are up, they could have been even better. With traffic and customer conversion data, 
you’ll know by how much – customer conversion enables you to quantify the potential.

• If you want to continue to deliver positive same-store results, you need to understand what drove the results: was it 
traffic, customer conversion, average sale or some combination of all 3? Transaction data and sales results don’t 
provide the answer.
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Managing Supply Chain VolatilityTesla eyes $68 million in incentives in Texas for Cybertruck Gigafactory
• Elon Musk tweeted Tesla has not purchased land in Texas yet but is 

exploring options.
• Tesla has submitted an application for $68 million in tax incentives to 

build an electric vehicle manufacturing facility in Austin, Texas, 
according to an application with the Texas Comptroller’s office.

• Tesla paid $150,000 on May 21 to file the application for land owned 
by the Del Valle Independent School District in the Austin area. The 
incentives would save Tesla money on its property tax bill paid to the 
school district by capping the property value for 10 years.

• The plant could create an estimated 5,000 jobs with wages of up to 
$74,000 per year, according to Tesla’s application with the school 
district.

• Tesla has been searching for a site for a manufacturing facility for its 
Cybertruck and Model Y production.
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House lawmakers vote to raise mandatory insurance coverage to $2 million
Lawmakers marking up the U.S. House of Representatives’ version of the surface transportation reauthorization bill have 
approved an amendment to more than double the required amount of insurance coverage for truck owners from 
$750,000 to $2 million.

Truck stops join owner-operators in rejecting Dems’ highway bill
• Travel plaza and truck stop operators are no longer backing U.S. House Democrats’ federal infrastructure proposal 

after a provision was included to allow electric vehicle charging stations at interstate rest areas.
• “It is incredibly shortsighted for lawmakers to focus on installing electric vehicle charging at rest areas with taxpayer 

dollars … rather than to partner with the thousands of exit businesses already investing in electric fuel,” Lisa 
Mullings, president and CEO of NATSO, the trade group for travel plaza and truck stop operators, told FreightWaves 
in a statement on Friday regarding the INVEST in America Act.

FedEx, UPS on-time performance falls in May
• In May, FedEx and UPS on-time performance dropped to their                                                                      

lowest monthly averages so far in 2020, according to numbers from                                                            
ShipMatrix and Convey, though the magnitude of the decline varies                                                            
greatly between the two sources. 

• On-time performance dropped to 91% for FedEx and 95% for UPS in                                                                 
May, according to ShipMatrix. Convey reported both companies’                                                                
on-time performance to be 75% for the month. Convey said its                                                                    
figures are based on an original estimated delivery date from carrier                                                        
manifests and retailer order pages, adding that carriers will often                                                          
revise the estimated delivery date during transit. Satish Jindel, the                                                        
president of ShipMatrix, disagreed with Convey's methodology and said the carrier wasn't necessarily given the item 
on the day the order was placed.
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Prologis: Demand for warehouse space will rise alongside e-commerce growth
• The shift from brick-and-mortar to e-commerce operations is expected to intensify as a result of the coronavirus 

pandemic, which will likely cause greater investment in warehouse space because e-commerce requires three times 
the logistics space of traditional storefronts, according to a new report from Prologis.

• "Online order fulfillment requires more logistics space because 100% of inventory is stored within a warehouse (vs. 
store shelves), which allows for greater product variety, deeper inventory levels, space-intensive parcel shipping 
operations, and additional value-add activities such as processing returns," the report reads.

California Seeks Court Order To Make Uber, Lyft Drivers Employees
• In what could be the start of a protracted court fight, attorneys for the state of California plan to ask a judge to order 

Uber and Lyft to classify their ride-hailing drivers as employees rather than contractors, Reuters reported.
• California Attorney General Xavier Becerra said his office will file a request for a preliminary injunction in the 

Superior Court of California in San Francisco. A hearing is set for Aug. 6.
• In response, Uber said most drivers prefer working as contractors. The San Francisco-based global ride-hailing 

company said more than 158,000 Uber drivers in California would lose work if the reclassification happens.

FMC: Trucks should return empties to pickup terminal, increasing dual transactions
• The FMC has one action to address supply chain challenges at San Pedro Bay ports, according to a last week.
• "Truckers should be directed to return empty containers to the terminal where they were picked up, allowing them 

to make dual moves and reduce the number of chassis required." Further, the FMC suggests terminals allow 
appointment-free returns during slow periods, such as night gates. Some terminals, the FMC noted, are already 
using these or similar practices.

• Other recommendations concern notices of blank sailings, export cargo receiving timelines and the creation of an 
advisory board to promote collaboration between carriers, ports and marine terminal operators (MTO). They were 
developed following conversations with directors at the ports of Los Angeles and Long Beach, CEOs from ocean 
carriers, marine terminal operators, longshore labor leaders and FMC Innovation Teams.
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Lufthansa warns bailout in question, bankruptcy possible
Duetsche Lufthansa AG warned Wednesday that shareholders may not approve a $9.8 billion financial rescue package 
that would see the German government take a 20% stake in the company and provide other loans and loan guarantees 
to help it withstand the downturn in business caused by the coronavirus pandemic.

China-Europe rail freight comes into its own during Covid-19 pandemic
• Rail freight from Xian to Europe has seen an increase in volumes this year in response to air cargo supply chains.
• "By train, we are able to receive goods in 15 days, whereas air freight takes 10-20 days due to capacity shortages, 

and it's four times more expensive," said Netherlands-based GVT Group of Logistics.
• "Because of this, freight trains are becoming more popular. During the pandemic, we achieved five to six trains a 

week from China to Europe. This enabled us to continue as close to normal business as possible," said GVT.

Strong volumes spilling over into capacity
Freight volumes remained strong this week and remain well above both 2018 and 2019 levels. Capacity has taken a long 
time to react to these elevated volume levels. Tender rejections are finally reaching levels that may suggest upward 
pressure on rates. The Rust Belt continues to outperform relative to other regions of the country. The Commerce 
Department released industrial production data for May this week. Most industries posted small rebounds, but 
automotive vehicles and parts posted the largest gain.
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The new Company Jet
(The smaller ones)
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Shipper Rate Report – May 2020
The Shipper Rate Report has just been issued.
Copy is attached.
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Rail Traffic Down Across the Board
• The Association of American Railroads (AAR) reported U.S. rail                                                               

traffic for the week ended June 13, 2020, and, for this week,                                                                
total U.S. weekly rail traffic was 449,291 carloads and 
intermodal units, down 14.9% compared with the same week 
last year.

• Total carloads for the week ended June 13 were 198,437                                                                       
carloads, down 22.8% compared with the same week in 2019,                                                                                         
while U.S. weekly intermodal volume was 250,854 containers                                                                   
and trailers, down 7.3% compared to 2019.

• One of the 10 carload commodity groups posted an increase                                                                    
compared with the same week in 2019. It was miscellaneous                                                                    
carloads, up 1,030 carloads, to 10,259. Commodity groups that                                                                
posted decreases compared with the same week in 2019                                                                         
included commodities such as coal, down 27,681 carloads, to                                                                  
50,034; metallic ores and metals, down 8,684 carloads, to 
14,549; and nonmetallic minerals, down 7,460 carloads, to 
30,344.

• For the first 24 weeks of 2020, U.S. railroads reported 
cumulative volume of 5,104,688 carloads, down 15.4% from 
the same point last year; and 5,678,161 intermodal units, 
down 11.1% from last year. Total combined U.S. traffic for the 
first 24 weeks of 2020 was 10,782,849 carloads and 
intermodal units, a decrease of 13.2% compared to last year.
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Rail Traffic Down Across the Board….cont’d
• North American rail volume for the week ended June 13, 

2020, on 12 reporting U.S., Canadian and Mexican 
railroads totaled 289,864 carloads, down 20.4% 
compared with the same week last year, and 329,344 
intermodal units, down 8.4% compared with last year. 
Total combined weekly rail traffic in North America was 
619,208 carloads and intermodal units, down 14.4%. 
North American rail volume for the first 24 weeks of 2020 
was 14,915,723 carloads and intermodal units, down 
11.9% compared with 2019.

• Canadian railroads reported 72,127 carloads for the week, 
down 15.5%, and 64,378 intermodal units, down 8.6% 
compared with the same week in 2019. For the first 24 
weeks of 2020, Canadian railroads reported cumulative 
rail traffic volume of 3,328,572 carloads, containers and 
trailers, down 7.8%.

• Mexican railroads reported 19,300 carloads for the week, 
down 10.9% compared with the same week last year, and 
14,112 intermodal units, down 23.8%. Cumulative volume 
on Mexican railroads for the first 24 weeks of 2020 was 
804,302 carloads and intermodal containers and trailers, 
down 10.1% from the same point last year.
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Wallenius Wilhelmsen Enters Guilty Plea in Australian Cartel Investigation
• Norwegian-based shipping company Wallenius Wilhelmsen Ocean AS is likely facing millions of dollars in fines after 

pleading guilty today in Australian federal court to criminal cartel conduct.
• Wallenius Wilhelmsen Ocean was charged in August 2019 following an investigation by the Australian Competition 

and Consumer Commission alleging criminal cartel conduct relating to the transportation of vehicles to Australia 
between June 2011 and July 2012.

• Wallenius Wilhelmsen is now the 3rd guilty plea in relation to the long-standing cartel investigation involving 
multiple international shipping companies.

• In July 2016, Japan-based Nippon Yusen Kabushiki Kaisha, aka NYK, pleaded guilty to criminal cartel conduct and 
fined $25 million in August 2017. In April 2018, Kawasaki Kisen Kaisha, aka K-Line, also of Japan, pleaded guilty to 
criminal cartel conduct and was later fined $34.5 million.

• A cartel exists when businesses agree to act together instead of competing, and can include conduct such as price 
fixing, sharing markets, rigging bids and controlling the output or limiting the amount of goods and services.

Carnival Sees More Pain After Posting $4.4 Billion Loss
• Carnival reported a record $4.4 billion in quarterly losses on Thursday, as the COVID-19 pandemic crippled the 

world’s biggest cruise operator and forced it to take major write-downs on the disposal of now redundant ships.
• The Florida-based company said it had $7.6 billion available at the end of May but was burning $650 million a 

month as it awaits regulatory approvals for the resumption of some lines in the hope that customers will come back 
later this year.

Maersk Says Demand Developing Better Than Expected
• A.P. Moller-Maersk A/S said the development in the second quarter has been better than the world’s largest 

container shipping company previously feared.
• “With the current trading, the market demand in the second quarter of 2020 is developing more favorably than 

originally expected,” Maersk said.
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FMC announces San Pedro Bay findings
According to a statement from Commissioner Dye, FMC Innovation Teams identified actions related to four priority 
operational areas for San Pedro Bay ports: empty container return, terminal gate closures, notice of blanked sailings 
and earliest receiving dates for exports. The teams also suggested an Advisory Board of ports, carriers and MTOs to 
further collaboration at the port complex. The Fact Finding will continue at the Port of NY/NJ and at the Port of NO.

Peak season predictions
Cancelled sailings from Asia to Europe and North America, now amounting to four million containers, extend into the 
third quarter as liners respond to falling demand in Western consumer centers, according to SeaIntelligence Consulting. 
Also, in a signal of supply constraints, London-based Braemar ACM Shipbroking reports only 300 container ships on 
order, a multiyear low.

Ro-ro ports, carriers wait on consumer confidence rebound
The automotive restart has encountered headwinds, as uneven timings of plant re-openings have created trade 
imbalances and factories have reduced their production capacities due to a lack of access to parts, while consumer 
demand remains a key unknown.

Peak shipping season runs aground as ocean lines pull capacity
• Ocean container lines are bracing for muted demand during the usual peak                                                     

shipping season heading into the fall, with supply chains still rattled by the                                               
coronavirus pandemic and retailers in the U.S. and Europe reining in                                                         
restocking plans.

• Shipping lines that move the vast majority of the world’s manufactured goods                                                 
have canceled more than a quarter of all sailings on Asia-to-Europe and                                                         
trans-Pacific lanes, the world’s biggest trade routes, since the beginning of                                                   
March, according to maritime data providers.
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Dubai ports giant 'prepares for worst' as virus impact looms
• The giant Dubai-based ports operator DP World is "preparing for the worst" in the months ahead, as coronavirus 

inflicts the heaviest blow on global trade since World War II.
• However, the firm which runs port and logistics operations in 54 countries is still hungry for revenue-generating 

acquisitions, its chairman Sultan Ahmed bin Sulayem told AFP in an interview.

South Carolina ports were on record pace before pandemic
• The South Carolina Ports Authority was on track for a record fiscal year — then coronavirus spread across the globe.
• SCPA President and CEO Newsome said during a livestreamed interview staged by SC Biz News on Thursday that the 

COVID-19 pandemic has dealt a blow to container volumes during the fiscal year, which runs from July 1 to June 30.

OOCL cancels Pearl River sailings, but restores one from Shanghai
• OOCL, a Cosco unit, announced cancellations of several sailings in July and August, but restored one from Shanghai.
• The July 10 Shanghai sailing, cancelled on June 5, will be restored in the Vietnam China Service (VCS) that rotates 

through Ningbo, Long Beach, Oakland, Lianyungang, Shanghai and back to Ningbo.
• Cancelled will be the July 24 Fuqing sailing in the Pacific China South 1 (PCS1) service that rotates through Nansha, 

Yantian, Xiamen, Los Angeles and back to Fuqing.

Carrier capacity cuts send trans-Pacific rates into orbit
China-West Coast rates up 84% year-on-year despite pandemic.
• Carriers blanked an unprecedented number of Asia-U.S. and Asia-Europe sailings in the second quarter to balance 

vessel capacity with reduced shipper demand in light of coronavirus lockdowns and social distancing. 
• As it turned out, cargo demand exceeded un-blanked vessel supply, causing rates to rise, particularly in the Asia-West 

Coast trade.
• According to the Freightos Baltic Daily Index for this route, rates were up to $2,582 per FEU on Friday. Over the prior 

three weeks, rates shot up 57%. 
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APM Terminals Pier 400 LA sets container-handling record
• The terminal handled 18,465 container moves from a vessel longer than the Eiffel Tower is tall this week.
• The container moves, crane lifts to or from a cargo vessel, transferred the equivalent of 34,263 TEUs.
• “This is a world record. APMT and longshore labor deployed six days’ worth of activities using 12 shifts of skilled 

labor, with a productivity level of more than 128 berth moves per hour and 30 crane moves per hour — best yet, 
more to come,” LA Port’s Gene Seroka told the board of harbor commissioners during its regular meeting Thursday.

• Seroka said the MSC Isabella, with a capacity of 23,656 TEUs, is the largest container ship ever to call at the Port of 
LA. This week’s call also was the Isabella’s first visit to a Western Hemisphere container port.
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MSC to increase Asia-Med, Asia-Far East rates on July 1 
• Geneva based Mediterranean Shipping Co will levy July 1 rate increase of US$500 per TEU and $529 per FEU on 

cargo from Asia to the Mediterranean, Adriatic, Black Sea and North Africa.
• At the same time MSC, the world's second biggest container carrier after Maersk, will levy a backhaul rate increase 

of $200 per TEU and $250 per FEU from north Europe to the Far East, the company announced.
• MSC has also revised its previously announced July 1 rate increase on all cargo from the Far East to West Africa. The 

new increase will be $500 per TEU and $1,000 per FEU.
• Additionally, the carrier will implement a bunker contribution for all cargo between North Europe and the 

Mediterranean, and South America's west coast, Central America and Venezuela ports for July.

CSCMP Annual Report
The 31st annual State of Logistics Report will be introduced virtually this morning by the Council of Supply Chain 
Management Professionals. Researched and prepared by global consulting firm Kearney and presented by Penske 
Logistics, the publication's 2020 theme is Resilience Tested.
Key report findings:
• In 2019, the national economy completed a strong year with 2.3% growth, taking the U.S. economy to $21.43 trillion 

in GDP. The logistics industry supporting that economy grew as well, to $1.652 trillion in expenditures. Its 
productivity improved, bringing its cost to 7.6% of GDP, an improvement from 7.9% the previous year.

• Road freight, the biggest segment of U.S. logistics spend, was already slowing down in 2019 after a torrid 2018 as 
years of scarce capacity and increasing rates reversed in favor of shippers.

• COVID-19 has been more economically damaging than a standard recession or an escalation of trade tensions. The 
current pandemic-driven recession ended 126 months of growth, the longest economic expansion in U.S. history.

• The pandemic and public response has accelerated an already fast growth in e-commerce, which has different 
logistics needs than traditional retailing.

• When the economic recovery begins to occur, it will likely be uneven and staggered.
• The consumer confidence index dropped 18.1 points in early April; March saw an 11.9-point decline.
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Cracking the case of the containerized cocaine
• The drug bust aboard the container-ship MSC Gayane on June 17, 2019, was spectacular in every sense: the largest 

drug seizure in U.S. history, over a billion dollars’ worth of cocaine, a ship operated by one of the world’s largest 
carriers and owned by one of America’s largest banks, a conspiracy among the crew, nighttime liaisons off the 
South American coast, a globe-spanning trafficking network … it sounded like “Scarface at Sea.”

• The MSC Gayane was built in 2018 and has a capacity of 11,600 twenty-foot equivalent units. At the time of the 
drug raid, it was calling on the west coast of South America in Callao, Peru, and Buenaventura, Colombia; transiting 
the Panama Canal; then calling in Cristobal in Panama, Freeport in the Bahamas, and Philadelphia; then crossing 
the Atlantic to Rotterdam, the Netherlands.

• The new court filing, which is based on Penda’s “direct knowledge of and participation in the bulk-cocaine 
smuggling scheme,” alleges that at least eight of just over 20 crewmembers on board — or at least a third of the 
crew — were personally involved. Four of the co-conspirators were allegedly recruited in Montenegro prior to 
joining the ship.

There is a future for the shipping world after Covid-19 pandemic: PISR CEO
• The global shipping industry will be at the forefront when the world economy recovers after the Covid-19 

pandemic, a view held by Panos Kimidis, CEO Palau International Ship Registry (PISR).
• However, the sector will not emerge unscathed and there will be economic casualties and any recovery will take 

time. What we must see in the next 12 months is a greater awareness of the working conditions of seafarers and 
the benefits of digital operations.

BluJay links modeling to TMS for mid-sized shippers
• TMS and supply chain modeling software providers combine to build an integrated “what if” scenario capability for 

shippers that normally wouldn’t have the resources to acquire and staff such a solution.
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The world's top liquor brand is now also mainland China's biggest public company
• The world's most valuable liquor company has just claimed another first.
• Kweichow Moutai, the Chinese company known for making the popular national spirit, baijiu, is now the biggest 

public company in mainland China by market cap after its shares gained 23% so far this year, according to data from 
Refinitiv.

• It's currently valued at more than 1.8 trillion yuan ($259 billion), surpassing one of the country's top banks, the 
Industrial and Commercial Bank of China, which is worth just under 1.8 trillion yuan ($253 billion).

• For comparison, Chinese tech giants Tencent and Alibaba are worth about $605 billion and $614 billion respectively. 
The former is listed in Hong Kong, while the latter trades in New York and Hong Kong.

• In 2017, it became the world's biggest liquor maker by market value, surpassing Diageo (DEO), the British firm that 
owns Johnnie Walker and other big brands. Diageo's current market value is about £65 billion ($81 billion). AB InBev 
(BUD), the world's largest brewer, is worth about 78 billion euros ($88 billion).

Problems are brewing with stale kegs
• Gallons of brewed beer looms in restaurants, event venues, bars, and stadiums, now they’re facing a problem: What 

to do with all that stale booze?
• The average shelf life of beer is around three to six months. Now, many retailers are faced with beer that can’t be 

sold and trying to determine how to safely dispose of it.
• “It can’t just be flushed down the drain because it’s and environmental hazard,” said National Beer Wholesaler 

Association Chief Economist, Lester Jones.
• Jones said beer can be taken to a distillery and turned into a hand-sanitizer, or some places can even turn it into 

natural gas but dumping large quantities of beer down the drain can be problematic. Beer can offset waterways PH 
levels and create unwanted bacteria.

Comment - Keg beer is draft beer which enjoys a shortened shelf life given it is unpasteurized, whereas bottled beer is 
pasteurized and has a shelf life of around 12 week before you start seeing floaters.
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UK down-schedules CBD drug to lowest level for controlled drugs
• The United Kingdom has down-scheduled Epidyolex to the lowest level of control for drugs, greatly easing 

restrictions on the cannabidiol medicine and reducing red tape for companies that supply it.
• The new classification came into force Wednesday.
• Epidyolex is the trade name in Europe for Epidiolex. In the U.S., the CBD drug was down-scheduled in 2018 and 

removed entirely from the controlled-substances list in April.

Texas hemp extractor acquires CBD skin care and wellness company
• Houston-based hemp processor and extractor Bayou City Hemp has purchased a retail company that makes hemp-

derived CBD skin care, cosmetics and wellness products.
• Bayou City Hemp, which applied for a Texas license in March and was busy setting up operations in Houston this 

spring, announced that the completed acquisition of Dallas-based LeafLife Wellness is part of its “aggressive growth 
plan” to become a vertically integrated CBD business.

Restaurant Re-openings May Be Having Adverse Impact on C-stores
• Trips to convenience stores are gradually increasing as state lockdowns ease, but consumers aren't spending as 

much as they did just a few weeks ago.
• For the week ended June 14, trips for lottery/gaming, foodservice and commissary increased, but beer and wine 

trips — while still well above last year — eased. Reopenings of restaurants may be having an adverse impact on c-
stores, slowing down off-premise consumption of alcohol. Trips for cigarettes and other tobacco products also fell, 
according to the latest weekly report from PDI and NACS on how COVID-19 is impacting consumer behavior.

• Beer spend softened year over budget from 12.9 percent to 15.1 percent for the week ended June 7. Non-alcoholic 
packaged beverages also continued its growth both in sales (10.5 percent year over year) and trips (1.3 percent) for 
the week ended June 14.

• The weekday morning rush is still lagging but making a slow comeback, with trips during the 7 a.m. to 9:59 a.m. 
daypart still at about 90 percent of their pre-COVID levels.
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Love's Helps Expand the West Coast Electric Highway
• More than 150 miles of California's Central Valley are now supported by fast-charging stations for electric vehicles at 

three Love's Travel Stops & Country Stores locations.
• A partnership between Trillium, Love's alternative fuel business unit, and EV Connect is responsible for the expansion 

of the California Electric Highway, a network of charging stations along Interstate 5, Highway 99 and other primary 
roads throughout the state.

• The new charging stations expands California's portion of the nearly 4,000-mile West Coast Electric Highway, which 
seeks to provide charging stations every 25 to 50 miles. The initiative is funded through incentives and grants from 
the California Energy Commission.

Convenience Store Deep Dive Tobacco
Report available online at https://csnews.com/industry-report-deep-dive-2020-tobacco
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Kaiser Permanente joins Civica Rx to supply generic drugs
• Kaiser Permanente said June 18 it is joining Civica Rx, a nonprofit organization that aims to combat drug shortages. 
• The Oakland, Calif.-based health system is joining Civica as a governing member with a seat on its board of directors. 

Kaiser is the largest nonprofit health system in the country and dispenses 90 million prescriptions annually.
• "At Kaiser Permanente, we know that our members and all Americans need access to affordable medications for 

emergency care and to support recovery from illness and management of chronic conditions," said Greg Adams, 
chairman and CEO. "The COVID-19 pandemic has put a spotlight on the critical need for ensuring consistent supplies 
of affordable, generic medications for patients, and we are proud to join with Civica Rx to help lead these efforts."

• Civica supplies its more than 50-member health systems with 20 generic drugs and is working to "significantly boost" 
generic drug production in the U.S., the company said in a news release. 

CEOs say decisions made during time of crisis will impact future strategies
• For CEOs, the COVID-19 crisis has meant making decisions without having all of the information needed, learning the 

full extent of what it means to be nimble and working a lot of long days. 
• "We're all working 14, 15 hours a day. No one has had a break since March," said Karen Ignagni, CEO of Emblem 

Health, speaking with two other CEOs Thursday during America's Health Insurance Plans' Online Institute and Expo.  
• CVS Health CEO Larry Merlo said that when the crisis hit, he and his team didn't have much time and had to make 

decisions before having all of the needed information, which would not happen under normal circumstances. 

Healthcare personal protective equipment market poised for significant growth
The COVID-19 pandemic has increased demand, and North America is projected to continue its global market dominance.
• Personal protective equipment in healthcare has been in high demand due to the COVID-19 pandemic, and this is 

reflected in its market outlook. The PPE industry is likely to generate close to triple its 2019 revenue by 2027.
• Based on end-user, the hospital segment accounted for the largest share in 2019, holding more than two-fifths of the 

global healthcare PPE market share, and is expected to maintain the largest share throughout the forecast period. The 
same segment is also expected to register a hefty CAGR of 13.1% from 2020 to 2027.
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Pharma & Health will see a boost of 3.1%pts this year as a result of COVID-19
• The projected sales impact of COVID-19 this year will vary significantly by channel, with grocery relevant formats 

experiencing a boost from stockpiling behaviors in Q1 2020, while ecommerce (largely represented here by the Mass 
Merchandise channel) will also benefit from new stay-at-home consumption patterns.

• On the other hand, non-food channels such as Department Stores and Fashion & Apparel will decline as a result of 
non-essential store closures and a reduction in discretionary spend.

• The Pharma & Health channel will receive a 3.1%pts boost this year - this is the fourth largest uptick of all global 
channels - the equivalent of USD14.4 bn in sales. This additional growth will be driven by stockpiling behaviors in key 
health and personal care categories in Q1 2020, as well as longer-term consumer shifts towards health and wellness. 



Thinking Differently  – Executing Quickly ACC

Pharma E-Commerce Growth in the Next 5 Years 32

Ecommerce penetration is below average in the channel, but will grow strongly over the next five years
• The Pharma & Health channel is dominated by store-based players and has traditionally focused on physical 

shopping missions, with category restrictions limiting online expansion in some markets (for example, in some 
European countries, OTC can only be sold online by independent pharmacies).

• However, forecasting still is a strong CAGR of 8.3% for ecommerce sales within the channel over the next five 
years, above average (7.8%) and                                                                                              
representing an additional                                                                                                   
USD7.1 bn in sales. Ecommerce                                                                                                
will accelerate particularly quickly                                                                                         
across drugstores in 2020, where                                                                                             
it is forecasting a 19.7% YoY                                                                                                
growth rate, well above the                                                                                                  
previous pre-COVID-19 forecast                                                                                                  
of 11.4% for the same year.

• This comes as leading drugstore                                                                                              
operators expand  their online                                                                                               
delivery options, partner with

• fulfillment intermediaries and                                                                                               
roll-out enhanced digital health                                                                                                
and beauty assistance. 

• Best-in-class case studies related                                                                                              
to ecommerce are explored in                                                                                                 
more detail in Section 3.
Copy of report attached 
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