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Reports for (i) Office, (ii) Industrial and (iii) Retail attached
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22M Americans Filed For Unemployment Over Past Month In 'Deepest, Fastest Recession We've Ever Seen’
The 2nd week in April saw 5.2 million people file jobless claims, down from the previous week's record number but still 
enough to drive the country toward Great Depression-levels of unemployment. The losses are also notable in how 
quickly they've played out. In the financial crisis starting in 2008, it took two years for 8.6 million Americans to lose 
their jobs. And the actual unemployed numbers could be much higher due to filing difficulties applicants face with state 
systems.

Walmart just hired 150,000 workers. It's hiring 50,000 more as coronavirus continues
• Walmart is hiring 50,000 new workers, after hitting its previous goal of hiring 150,000 new employees more than 

six weeks ahead of schedule.
• The company announced Friday the new hires for temporary or part-time positions gives Walmart the "opportunity 

to provide additional staffing in key areas where it's needed most," including at its stores, fulfillment and 
distribution centers.

• The workers are needed to satisfy customers' insatiable demand for household goods and groceries, as most of the 
nation is under shelter-in-place restrictions during the coronavirus pandemic. Walmart is America's largest grocer 
and one of the few big-box retailers that remain open.

March Retail Sales Take Historic Plunge
• U.S. retail sales took a historic hit in March as a result of effects from the coronavirus, with monthly sales dropping 

8.7% from February, to $483.1 billion, according to figures released by the U.S. Commerce Department.  
• The decline marks the steepest drop since it began tracking sales in 1992. Year-over-year comparisons weren’t any 

better, with sales down 6.2% vs. March 2019.
• While nearly all categories were down — clothing and clothing accessories stores plummeted 50.7% for the month 

— sales for food and beverage stores were a bright spot (up 25.6%) as were grocery store sales (up 26.9%).  
• Total e-commerce sales, meanwhile, were up 3.1% in March.
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Amazon Limiting New Fresh & Whole Foods Delivery Customers; Developing COVID-19 Testing Site
• As Amazon grapples with the way to meet the surging consumer demand caused by social distancing to slow the 

spread of COVID-19, it’s limiting new customers to its Amazon Fresh and Whole Foods Market delivery services.
• The company is also developing a coronavirus testing site for its employees. 
• New Amazon Fresh and Whole Foods Market delivery and pickup customers can request an invitation for the 

services and will be notified when they can shop.

Next Stop: Debt Crisis? 
• And while recovery after COVID-19 is assumed, hoping aid packages prove effective in helping affected businesses 

and individuals through the lockdown period, one thing will surely remain once the pandemic is over or a vaccine is 
found: a mountain of debt. 

• In late March, U.S. Congress passed a $2.2 trillion aid package and while                                                    
quick relief was certainly necessary the CARES Act does come with side                                                       
effects. According to estimates the U.S. budget deficit could soar to a                                                      
record $3.8 trillion in fiscal 2020, which equals a whopping 18.7% of GDP.                                                   
Other countries have passed similar aid packages, leading to soaring debt                                                    
levels around the world.

• As the chart based on IMF data shows, debt levels were already very high                                                     
in many countries before the coronavirus pandemic hit. According to the                                                      
IMF, Germany and China are among the countries better prepared to                                                            
stomach the additional spending necessary to keep their economies afloat. 

Walmart Hiring 5,000 People Per Day
Walmart has had more than 1 million applicants and hired an average of 5,000 people per day during the outbreak. 

Amazon to acquire FedEx? – read attached
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U.S. Restaurant Transactions Decline by More Than 40% for Second Consecutive Week
• The U.S. restaurant industry could be on the brink of bottoming out, new findings from NPD Group show.
• The apparent "bottom" is likely due to the full effect of on-premise dining closures throughout the country and the 

industry's collective ability to convert to off-premise modes, like carry-out, delivery and drive-thru, say NPD.
• U.S. restaurant customer transactions declined by 41 percent in the week ending April 5 vs. a year ago, following a 

42-percent decline in the prior week ending March 29.

Direct to Consumer (D2C) Brands
• D2C brands are expanding distribution by opening permanent stores, pop-ups and creating retail partnerships with 

traditional brick-and-mortar retailers.
• In the US, there will be 87.3 million D2C ecommerce buyers ages 14                                                           

and older in 2020, up 10.3% from the prior year.
• Many D2C brands are evolving beyond performance-based search                                                                    

and social ads to more traditional branding media, like TV, podcasts                                                         
and out-of-home, but they are doing so while incorporating                                                                      
performance advertising principles.

• The most powerful brands combine modern-day aesthetics,                                                                         
high-quality product design and experience and differentiated                                                                   
positioning within their category.

• The same low barriers to entry that enabled D2Cs to spring up                                                                
overnight have also led to overcrowding and increased customer                                                               
acquisition costs (CACs). Many D2Cs also lack the competencies to                                                            
scale their brand via new advertising and sales channels.

• D2C brand movement has flourished in recent years, but it may                                                                
finally be reaching a point of reckoning. As the venture and financial                                                       
markets rationalize, there will be separation between the next great brands from the also-rans.
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The Fresh Market Sees 11% Coronavirus Sales Boost
• Pantry loading and trip consolidation led to a big boost in sales for N.C.-based The Fresh Market in Q1.
• According to a report published in the Wall Street Journal, The Fresh Market, which private-equity firm Apollo Global 

Management bought in 2016 for $1.36 billion, told investors it expects net sales for the first quarter to range between 
$435 million and $444 million, up 11% from the same period a year ago. Shoppers are on average filling their baskets 
with up to 25% more groceries, according to Fresh Market’s report.

Ahold Delhaize Gets 34% Coronavirus Bump
• Ahold Delhaize says its same-store sales jumped an astonishing 34% in March thanks to consumers stockpiling 

groceries during the coronavirus outbreak.
• In a business update Tuesday, the company said it expects group net sales growth of approximately 15% when it 

reports first quarter earnings on May 7. Same-store sales growth excluding gasoline is expected to be approximately 
14% in the U.S., and 10% in Europe.

Stop & Shop Teams Up With Uber
• Many grocery chains have instituted early shopping hours for those ages 60 and older or for people most vulnerable 

to the coronavirus, and now Stop & Shop is making it easier for seniors to get to the store. 
• Stop & Shop has partnered with Uber Technologies for half-price rides to and from all locations from 6 a.m. to 7:30 

a.m., beginning on April 8. Shoppers can use the promo code "STOPSHOPUBER" in their Uber app twice per week to 
access the half-price rides (up to $20 off). Friends, family or neighbors of customers 60 and older can order a ride on 
their behalf if those 60 and older do not have access to a smartphone or the Uber app. 

• The program is available at more than 400 stores in Massachusetts, Rhode Island, Connecticut, New York and New 
Jersey through April 29. Many stores also offer delivery through Peapod Online Ordering.

Retailer facing bankruptcies
Nieman Marcus, Stage Stores, Lord + Taylor 
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A Proliferation of Omnichannel Investments
• Technology continues to change at a rapid pace, and grocers have every intention of                                          

trying to keep up, according to Progressive Grocer’s Annual Report survey. 63% of retailers                                  
expect technology 2020 spending to increase at their companies.                                                              

• Advancements in technology hit No. 4 on the list of issues keeping retailers up at night,                                    
with online sales/omnichannel coming in at No. 7 and data protection/security at No. 9. 

• Grocery has traditionally been slower to embrace ecommerce sales, but the demand for                                         
omnichannel will continue to grow — and maybe even explode — in the coming months                                               
and years, especially as COVID-19 accelerates customers’ usage of home delivery and                                             
click-and-collect services. 

• The number of retailers implementing new fulfillment options is increasing, with a number                                    
of grocers, such as Walmart and Albertsons, testing a micro fulfillment model in the back                                    
of existing stores. 

• Many consumers have embraced online ordering, particularly during the coronavirus                                            
outbreak, and tech firms predict that COVID-19 will be a major catalyst for widespread                                          
online grocery adoption by consumers in the United States beyond the pandemic.

• Only 20% of retailers said that they have a                                                                                  
fully integrated strategy using in-store, online                                                                                
and digital channels, but 39% said they have a                                                                               
strategy they’re executing for connecting with                                                                               
consumers at multiple touchpoints. The amount                                                                                
of retailers with a fully integrated strategy,                                                                               
however, did increase 11% since last year. As for                                                                            
those just getting started with omnichannel,                                                                                 
27% said that they’re in that boat in 2020. 
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Annual Report: 8 Ways Food Retailing Will Change Forever
1. The advent of t-commerce - faced with the prospect of contracting a deadly virus, shoppers donned various types 

of surgical masks and gloves to navigate the aisles of their neighborhood grocery stores. At some point in the 
future, shoppers will put away the masks and the gloves, but the general desire to avoid surfaces will remain.

2. Ecommerce acceleration - Pre-COVID-19, retailers would talk about disruption, the accelerating pace of change 
and multiyear transformation agendas.

3. Balance sheets matter - Financial advisers recommend that individuals maintain an emergency fund sufficient to 
cover three to six months’ living expenses.

4. Supply chain simplification - Kroger, for example, disclosed a 30% increase in its identical-store sales for March. 
Amid such frenzied activity, shoppers weren’t selective about brands — they were buying categories, happy that 
merchandise was even available.

5. The death of self-service as we know it - When the coronavirus pandemic started ramping up in the United States 
in March, the first thing that Southeastern grocer K-VA-T Food Stores/Food City did was shut down its sampling 
and self-service food stations.

6. Future of foodservice - The shuttered foodservice industry lost an estimated $25 billion in sales and more than 3 
million jobs in the first 22 days of March as the coronavirus outbreak swept the United States. 

7. The pandemic pantry will linger - With federal, state and local measures in place to promote social distancing and 
many restaurants closed, consumers are spending more time at home than ever before. 

8. Associate investments - With millions of service-oriented Americans who previously worked at restaurants, hotels 
and nonessential retailers now unemployed, food retailers have emerged to fill the void.
Paper attached

The future of Neiman Marcus: When private equity debt meets a pandemic
The storied luxury department store has been in distress for years. Now with a looming retail cataclysm, Neiman could 
soon file for bankruptcy. With stores temporarily closed and many employees furloughed, Neiman and other distressed 
retailers are stretching liquidity to keep the lights on. 
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Can grocery stores ban customers from coming inside?
Grocery stores have been implementing safety measures to keep employees and customers safe, but some experts say 
it may be time to restrict consumers from browsing aisles. John Logan, professor and director of Labor and Employment 
Studies at San Francisco State University, recommends pick up and delivery as an alternative. 
• Public safety officials are not requiring essential stores to shut down to customers, but the US Labor Department 

last week recommended that retailers start "using a drive-through window or offering curbside pick-up" to protect 
workers from exposure to coronavirus. The California Department of Industrial Relations said this week that 
companies should "encourage customer use of online order and pickup.“

• Some big grocers are slowly starting to move in this direction. Whole Foods has closed down a store in New York 
City's Bryant Park area and transitioned it into an online-only store, focused solely on deliveries. Kroger and Giant 
Eagle have switched a few stores to pickup and delivery-only locations.

Will pickup and delivery-only work?
• Some companies and safety experts say it's not feasible to convert all grocery stores to delivery and pickup-only 

outposts. Ordering systems for both pickup and delivery are completely overwhelmed by a crush of demand from 
customers in many areas of the country.

• "We have no choice. They have to stay open. [America's grocery] delivery system has not matured to the point 
where we can switch to an entirely remote system," said Seth Harris, former deputy secretary of labor during the 
Obama administration.

• Online pickup and delivery requires a much larger staff than grocery stores are currently equipped with. That could 
fill supermarkets to capacity with workers, defeating the purpose of removing the public from stores.

• Paying that many workers would also cost grocers more money, and many smaller chains don't have the resources. 
They have already hired more workers during the pandemic to meet demand, and they're raising pay for existing 
employees to convince them to stay on the job. Grocers operate on razor-thin margins, and for many, the recent 
increase in sales because of coronavirus has been wiped out by the increases they've needed to make in payroll.
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Canada to truckers: Wear a mask when you cross the border
Truck drivers must wear a nonmedical mask or face covering when they enter the country from the U.S. under a new 
rule to curb the spread of COVID-19.
• Truck drivers crossing the Canadian border must wear a nonmedical mask or face covering under a new rule aimed 

at curbing the spread of COVID-19.
• The requirement took effect Wednesday under the directive from the Public Health Agency of Canada and covers 

all essential workers who cross the U.S.-Canada border.

US-to-Canada trucker border crossings fall nearly 10% in a single week
Continued drop in cross-border truck traffic mirrors broad decline in Canadian freight as COVID-19 crushes demand for 
nonessential goods. 

Intermodal markets: Networks imbalanced
• On J.B. Hunt’s earnings call Tuesday, VP Finance Brad Delco explained that an increase in the number of empty re-

positionings, higher purchased transportation costs, and expenditures related to rebalancing Hunt’s intermodal 
network resulted in 1% lower operating income for the intermodal business even as revenue increased by 6%. 

• Delco’s remark was a fascinating comment that put media reports of empty containers piling up at West Coast 
ports into the framework of an income statement. He also said demand for backhaul moves (i.e., Midwest or East 
Coast to West Coast) was higher relative to headhaul moves, which lowered overall revenue per load. 

• The fluidity of an intermodal network is a derivative of a railroad network and that railroad service don’t have a 1-
to-1 correspondence to intermodal service. The trains may be getting built quickly and sent to their destinations on 
time, but lopsided customer demand could be playing havoc with the physical location of your containers. 

• Deutsche Bank transports analyst Amit Mehrotra wondered if the imbalance between the West Coast and the rest 
of the country might be structural, not cyclical. 

• It’s a profound question to consider: how post-trade war and post-coronavirus supply chains will alter the map for 
North American intermodal networks. 
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Is freight more concentrated?
• Freight volumes are becoming more concentrated – the largest 25 markets are taking share from the bottom 50. 

It’s only a modest shift in volume balance which is unlikely to alter prevailing trends in spot rates (low) and 
capacity (abundant). 

• Depending on the degree of concentration, it could have important implications for how asset-based carriers 
allocate capacity and how brokerages price freight, both between healthy markets and into and out of contracting 
markets. 

Q2 2020 Carrier Outlook: The worst is ahead
Q2 may prove the toughest in recent history. GDP estimates vary greatly but point to a very weak economic scenario 
so long as we do not have COVID-19 contained. We are likely months away from consumers regaining confidence and 
returning to pre-crisis spending levels. Until then, we will see OTVI well below where we would expect at this time of 
the year without an international crisis. With volumes underperforming, there is simply not enough freight to keep all 
of America’s trucks moving. Capacity will be extremely loose as long as freight volumes are contracted. 

US weekly rail traffic sinks even further amid headwinds
• U.S. weekly rail volumes tumbled nearly 22% last week as COVID-19 and lower crude oil prices take their toll on 

carloads.
• Rail traffic in the U.S. for the week ending April 11 totaled 412,503 carloads and intermodal units, a 21.9% decline 

from the same period in 2019, according to the Association of American Railroads (AAR). Of that, weekly carloads 
fell 23.8% to 198,726, while intermodal units slipped 20% to 213,777 intermodal containers and trailers.

• North American weekly volumes saw similar figures, considering that U.S. rail traffic represents about 71% of 
overall North American traffic. North American rail volumes totaled 580,062 carloads and intermodal units for the 
week ending April 11, a 20.1% decline from the same period in 2019.

• That said, railroads are continuing to move massive amounts of freight, including countless essential chemicals, 
food products and manufactured goods that we need in good times and bad.
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Rail analysts expect a tough six months
• The second and third quarters could see “substantial” declines in revenue for the Class I railroads as North America 

rides out the coronavirus pandemic, according to Wall Street analysts’ perspectives, provided ahead of the first-
quarter earnings season.

• The COVID fallout to the North American industrial and consumer economies will drive deeply sub-seasonal railroad 
volumes as customers retrench during 2Q and into 3Q,” which could lead to substantial year-over-year declines in 
revenue and profits for most rails.

• Full-year volumes could be down 10%-20% for most of the railroads, with a sharp but not full recovery occurring in 
2021. The firm looked to the recession in 2008 and 2009 to guide its view for this year.

• Railroads might have a harder time rebounding because they have limited tools to address costs, and there is pricing 
and mix pressure compared with other modes.

‘Unprecedented disruption’ to supply chain slams US port volumes
Ports of Seattle, Tacoma, Los Angeles, Long Beach, Oakland, Houston, Jacksonville and Charleston all report drops in 
March
• Coronavirus pandemic delivered a heavy hit to U.S. port volumes in March. The unknown is how long the container 

drought will continue.
• Northwest Seaport Alliance (NWSA) CEO John Wolfe said Wednesday he expects Q2 volumes will be soft as the 

“unprecedented disruption” to the global supply chain continues and container shipping lines cancel more sailings.
• “Total container volumes in March were down approximately 21% as compared to March of 2019,” Wolfe said. “That 

brings our year-to-date first-quarter decline to 15.4%.”
• The NWSA, which operates the ports of Seattle and Tacoma, said it handled 264,133 twenty-foot equivalent units 

(TEUs) in March. Full imports in March declined 28.2%, while full exports decreased 8.6% year-over-year.
• Wolfe said container shipping lines canceled 32 sailings during the first quarter, including 19 in March alone.
• The NWSA handled 788,882 TEUs between Jan. 1 and March 31, a 15.4% decline from the same period last year. Full 

imports and exports declined 19.3% and 4.9%, respectively.



Thinking Differently  – Executing Quickly ACC

Supply Chain Update 16

Norfolk Southern sheds hundreds of locomotives
The company says its “disposal’ of 300 locomotives and its plans to sell 400 more are due to precision scheduled 
railroading. The company attributes its decision to the introduction of precision scheduled railroading in 2019, which 
“continues to provide significant benefits to the network operations and has resulted in excess capacity,” which in turn 
sidelined these locomotives. PSR is an operating model that seeks to streamline operations.

Uber Freight introduces in-app load bidding for carriers
Uber Freight has announced that it will introduce in-app bidding within its digital freight marketplace, enabling carriers 
and drivers to book their next load with the touch of a button. This feature is expected to improve the balance between 
supply and demand, while also creating an environment where both shippers and carriers gain the best rates going 
forward.

Kansas City Southern reports record quarterly revenue
Kansas City Southern saw record revenue of $731.7 million in Q1/2020, a 7% increase from the Q1/2019 amid revenue 
gains for its chemicals and petroleum segments as well as for its intermodal segment. The revenue increase helped 
Kansas City Southern’s Q1 net profits jump to $152.3 million, a 47.6% increase from $103.2 million in Q1/2019. 

Air freight rates 'the highest I’ve ever seen', as demand for freighters rises
• There appears to be no end in sight for soaring air freight prices.
• Forwarders are reporting more than $500,000 for an Asia-Europe A330 charter, and more than $21 per kg for some 

urgent shipments on transatlantic routes.
• And there are fears, with the next Chinese holiday due, from 1-5 May, that prices might go even higher in the last 

week of April.
• “Spot rates are more than $10/kg on the Far East westbound, and close to $14/kg if you’re looking for capacity to the 

US Midwest and east coast for the weeks of 13 and 20 April,” said Neel Jones Shah, head of airfreight for Flexport.
Comment – air freighted imports of masks into Canada are now reaching $22/kilogram
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Unprecedented congestion to hit exporters as importers fail to collect cargo
• Global container supply chains could be facing an unprecedented congestion crisis, as isolated hotspots of boxes 

pile up at ports, and container freight stations expand and spread.
• As news emerged of huge backlogs of containers building up at ports, forwarders warned that over the next month 

port congestion in some parts of the world would lead to shortages of equipment elsewhere and create significant 
liability issues for shippers globally.

• Key to the problem are the social lockdowns that have prevented dockers from going to ports to unload cargo from 
ships, as well as truckers being unable to collect import cargo from container terminals and container freight 
stations – at India’s east coast gateway of Chennai there is a reported build-up of some 50,000 boxes.
Comment – as in a previous weekly update, this is set to hit exporters as well – they use the flipped containers – now lying in ports

Core-Mark Withdraws 2020 Guidance Amid Sales Volume Declines
• The COVID-19 pandemic is impacting Core-Mark Holding Inc. Co.'s business, leading to several changes, including 

rightsizing its workforce. "As the COVID-19 crisis continues to evolve, our primary focus is on the health and safety 
of our employees, our customers and the communities in which we serve," said Scott E. McPherson, president and 
CEO. "Given the level of uncertainty surrounding this crisis and its duration, we are withdrawing our 2020 guidance.  

• Given the rapidly evolving impact of COVID-19 on economic conditions in both the United States and Canada, the 
company is withdrawing its full-year 2020 financial guidance provided on March 2 and is not providing an updated 
outlook at this time.

• Core-Mark's other actions include:
o Reducing hours for non-exempt employees and headcount;
o Suspending employer contributions to the company's 401(k) plan;
o Revising vacation policies; and
o Eliminated non-essential business expenses, including travel, meetings and events and other discretionary 

expenditures. 
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Coronavirus flattens Coyote’s truckload pricing curve
An updated forecast from Coyote Logistics pushes a significant uptick in US truckload spot rates off until 2021, just 
when the US economy and shippers are expected to be recovering from recession.

Why Levi’s is experimenting with TikTok
• Brands are cutting back costs wherever they can. But some are still leaving room for experimentation. Levi's, for 

example, recently went forward with a new shoppable ad campaign on TikTok.

Tough trucking conditions to persist until 2021
• The FTR Index will likely stay negative until 2021, FTR reported Friday. The TCI is based on freight volumes, 

utilization and rates. The index reading was 0.96 for February, down from January but slightly positive, FTR said.
• In a report FTR said trailer orders for March fell 54% from February to 6,500 units. Year over year, March trailer 

orders were down 55%. Plummeting freight volumes and rates due to the COVID-19 pandemic could lead to the 
worst trucking conditions on record during the Q2 of this year, later hitting bottom in April and May.

• "The need to restock grocery shelves provided a brief boost for some segments, but the economic shutdown now 
has taken a toll on the whole industry. While an economic restart likely will begin in May, the damage wrought 
during this period will weaken trucking conditions for months to come," FTR said in the TCI report. 

Transport Canada releases more details about driver masks
• The Public Health Agency of Canada (PHAC) recently announced that all essential workers crossing the Canada-U.S. 

border — including truck drivers — must wear a non-medical mask or face covering. But masks are seen as a way 
to help keep any commercial drivers from limiting the spread of respiratory droplets when it’s difficult to maintain 
a two-meter distance from other people.

• These are not the masks used in hospital settings. Respirators such as N-95 masks are to be saved for healthcare 
workers and others offering direct care for Covid-19 patients. And any masks are merely seen as one tool to 
prevent the virus, along with hand washing, regular cleaning of commonly touched surfaces, and social distancing.
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UK could run out of warehouse space in two weeks as imports pile up
• The UK could run out of warehouse capacity within a fortnight as imported goods pile up at storage locations and 

social lockdowns have devastated consumer demand.
• According to a survey by the UK Warehousing Association (UKWA), published today, 90% of respondents reported 

facilities at full capacity and suggested the overall market had just 10% capacity available.
• And, according to UKWA chief executive Peter Ward, that remaining capacity is likely to be full by early May.
• “With outbound flows severely reduced or stopped altogether, as stores and factories are closed, inbound flows 

have become a mounting problem,” he said. “Inbound supply chains continue towards destination, arriving at 
ports, requiring receipt, handling, onward distribution and storage.”

Direct China-Europe rail service looking attractive to air shippers in a queue
Chaos in the air freight industry could lead to a greater reliance on rail on the Asia-Europe lane. As images of 
congestion in Shanghai began to arrive and forwarders report the challenges of sending goods by air, Davies Turner 
said shippers should look instead to rail.
Comment: As reported in previous weekly updates, China’s OBOR (One Belt One Road) project sees high speed rail from China to the UK 
cut from 16 to 2 days. They have spent billions in establishing the HSR option and, whilst still not completely ready for business, this 
option cam provide a welcome “marketing” opportunity for using this system.

Independent truckers stage rally along Houston freeway to protest low pay
• A group of around 75 truck drivers stopped traffic along a Houston freeway for about three hours on Tuesday, 

protesting low cargo rates and high maintenance costs.
• The drivers, mostly independent owner-operators, parked a long line of trucks along the right shoulder of the 610 

East Loop in Houston, forcing police to shut down the freeway during afternoon traffic.
• “The brokers are the ones who are breaking the economy and breaking truck drivers; they are killing us, literally,” 

said Addiel Santos, an independent owner-operator based in Austin.
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CMA CGM hikes Asia-Europe freight rate US$1,700/FEU from May 1 
• French shipping giant CMA CGM will increase Asia-Europe rates to US$900 per TEU, $1,700 per FEU, $1,750 per 

40-foot high cube and $1,700 per 40-foot reefer from May 1, the company has announced.
• These new FAK rates will apply to all cargo from all Asian ports, including Japan, Southeast Asia and Bangladesh to 

all Northern European ports including UK and the full range from Portugal to Finland/Estonia.

Ocean freight consolidators turn on LCL relief valve
Less-than-containerload services offer forwarders and their shippers an alternative to more expensive air freight and 
full-container transport services, industry experts say.
• Ocean freight consolidators are riding a wave of less-than-containerloads (LCL) in recent months as the coronavirus 

pandemic leaves more freight forwarders beaching full containers.
• Also known as neutral non-vessel-operating common carriers (NVOCCs), these logistics services providers resell 

container space to forwarding companies with cargo volumes from shippers which are too small to fill an entire 20-
foot or 40-foot container on their own. While a consolidated container may include a multitude of forwarder 
cargoes, it is generally grouped according to destination.

• LCL service is also attractive to forwarders who want to avoid subjecting their shippers to more costly airfreight 
transport for cargo that is not necessarily urgent.

Grim prospects for box carriers as collapse of demand weakens balance sheets
• The risk of another major ocean carrier bankruptcy has grown with the worsening global economic outlook, liner 

consultancy Alphaliner said today.
• It explained that the unprecedented amount of capacity withdrawn in April and May, a result of a collapse in 

demand, “will hurt carriers’ operating cashflows and further weaken their fragile balance sheets”.
• Picking up on the carrier Altman Z-scores, as at the end of December last year, for the 11 largest lines that publish 

results – excluding Japanese merged carrier ONE – the consultant painted a gloomy picture of the financial health 
of the liner industry.
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Port of Oakland welcomes its largest vessel
• The 19,200-TEU MSC Anna is retrieving empty containers piling up during the  coronavirus crisis to return to Asia
• The largest vessel ever to call the Port of Oakland berthed as part of a special                                             

assignment to return empty containers to Asia.
• The 1,312-foot MSC Anna has a capacity of 19,200 TEUs.
• Previously the largest vessel to call Oakland was the 18,000-TEU CMA CGM                                                        

Benjamin Franklin in 2016.
• The Anna departed Shanghai on March 26 and called the Port of Long Beach                                                     

late last week before sailing for Oakland. 
• The containership was to collect a backlog of empty containers in Southern California.

Georgia ports don’t foresee volume bounce back anytime soon
• Griff Lynch, the Georgia Ports Authority (GPA) executive director, doesn’t expect an uptick in cargo volume anytime 

soon as the coronavirus pandemic continues to wreak havoc on global supply chains.
• “The longer this goes, the longer it’s going to take to get the ship righted,” Lynch said. “At minimum, you’re talking 

about three-quarters of a year before we start seeing some positive numbers again.”
• The GPA operates the deepwater ports of Savannah and Brunswick as well as inland terminals in Chatsworth, 

Bainbridge and Columbus. 

US import demand uncertainty extends trans-Pacific service talks 
This year’s negotiations on trans-Pacific service contracts have been more amicable than in previous years, as both 
carriers and their customers face significant challenges forecasting consumer demand and oil prices.

Virginia port to idle terminal due to COVID-19 volume drop
The Port of Virginia will temporarily suspend container operations in the Portsmouth Marine Terminal beginning May 
3, a result of the drop off in volume due to the coronavirus disease 2019 (COVID-19) pandemic.



Thinking Differently  – Executing Quickly ACC

Shipping Update 23

Carriers blank East Coast South America-Asia sailings to steady rates
The series of blank sailings is intended to shore up freight rates that have dropped to around $900-$1,000 per FEU from 
about $2,400 per FEU at the beginning of the year.

Panama Canal keeping an eye on the use of alternate routes amid COVID-19 uncertainties
• Even though the waterway remains open to facilitate global trade, there are numerous uncertainties ahead, one of 

them being the likelihood of shipping companies to use alternative routes to save costs and adjust their sailing 
routes to the fast-changing shipping schedules.

• The key alternatives to the Panama Canal include the Suez Canal as well as the Cape of Good Hope. A week ago, 
reports emerged that CMA CGM was bypassing the Suez Canal and sending three of its ships around Africa.

• The detour increases the sailing distance by 3,000 nautical miles and it also means burning more fuel as ship 
speeds are increased in order to meet delivery schedules.

• Deploying ships around the southern tip of Africa and South America to dodge Suez Canal and Panama Canal tolls is 
uncommon but not completely unprecedented.

• The trend picked up during 2015-2016 as liners turned to longer distances to provide some ease to the tonnage 
overcapacity, which might be an option as well during the “Great Lockdown”.

• Burning more fuel, especially in the wake of the IMO 2020 regulation’s entrance into force would have been more 
costly a few months ago.

• However, with the oil price war pushing down the price of compliant fuels, the bypassing might even turn out to be 
more economical.

• The waterway closed the 2019 fiscal year with a record tonnage of 469 million PC/UMS, a 6.2 percent increase 
compared to the previous fiscal year.

• “Despite the challenges facing the industry today, our numbers demonstrate that world trade is still moving, and 
the Panama Canal is still playing its part to help ensure the continuity of global supply chains,” said Panama Canal 
Administrator Ricaurte Vásquez Morales.
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ICS: Ships Transiting Panama Canal May Face Over 30% Price Hikes
• Ships transiting the Panama Canal could face price hikes of over 30% by April 1, 2020, due to new charges 

imposed by the Panama Canal Authority (ACP), the International Chamber of Shipping (ICS) said. 
• ACP introduced in January a series of new measures beginning February 15 to sustain an operational level of 

water and provide reliability to users while it implements a long-term solution to water.
• Imposed on February 15, the freshwater charge of USD 10,000 applies to vessels over 125 feet long. There will 

also be a variable surcharge based on the level of the Gatun Lake at the time of transit.
• The ICS calculates that this move will increase costs to ships passing through the Panama Canal by up to 15%.
• The new freshwater charge comes ahead of significant changes in rates to the Panama Canal Authority 2020 Tolls 

Modification, which is due to become effective on April 1, 2020. This toll modification could see additional cost 
increases of up to 17% for ships passing through the waterway, according to the ICS.
Comment – this will reinforce moving containers to LA and then land bridging them to mid and eastern U.S.

Inside China’s ‘wild west': mask machines become cash machines
There have been crazy reports over the weekend about the                                                                     
competition between US states and the US federal government,                                                                 
for air capacity, and PPE and medical equipment. Illinois                                                                    
organised secret flights, so the equipment wouldn’t be seized                                                                
by the federal govt, with the competition between the two                                                                    
contributing to sky-rocketing prices. This article from the South                                                               
China Morning Post explains the chaos at the other end, in                                                                   
China, where a mixture of good actors and bad are getting                                                                    
involved in the supply of PPE. A fascinating and terrible tale,                                                              
where immediate (and vast amounts of) cash is king.
Article attached
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Struggling US importers granted 90-day duty deferment
• Under authority of the White House, Customs and Border Protection (CBP) will allow U.S. importers of certain 

goods to defer their payments of duties, taxes and fees for the next 90 days, starting April 20.
• The temporary duty deferment was included in an executive order signed by President Trump on Friday, April 17, to 

help American businesses cope with the economic fallout from the COVID-19 pandemic.
• “This payment flexibility will be available only for importers with a significant financial hardship and will apply to 

payments for goods imported in March and April,” CBP said in a press release on Sunday, April 19.
• However, the deferment will not apply to imports currently subject to U.S. anti-dumping and countervailing duties 

or tariffs resulting from the Section 201, 232 and 301 trade remedies. Those duties must still be paid on time by 
importers, the agency said.

• The nation’s customs brokers are expected to work with their importer clients in the coming days to determine 
which imports qualify for duty deferment.

Oil Prices Crash Below Zero for First Time in History Amid Pandemic
• U.S. crude oil futures collapsed below $0 on Monday for the first time in history, amid a coronavirus-induced supply 

glut, ending the day at a stunning minus $37.63 a barrel as desperate traders paid to get rid of oil.
• Brent crude, the international benchmark, also slumped, but that contract was nowhere near as weak because 

more storage is available worldwide.

Wilmington, NC, triples reefer container storage capacity
The Port of Wilmington’s refrigerated storage expansion is part of a broader effort among US Southern and mid-Atlantic 
ports to increase their reefer volumes by adding storage capacity and handling fruit imports from South America.

California box imports spike, but don’t pop the cork
The volume of containers being unloaded at California ports has surged this month, but it’s a final hurrah before a big 
plunge.
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Container freight rates holding up as blank sailings hit 435
• The container carriers have blanked a total of 435 sailings on various deep-sea trades, equaling a demand decline 

of 7 million TEU in 2020 caused by the COVID-19 pandemic’s impact on global economies.
• The figures were revealed by Danish consultancy Sea-Intelligence, which said the push has served as a strong 

underpinning for the freight rates though.
• The consultancy said that over the past 6 weeks, the CCFI contract rate index was 11% higher than at the same 

period last year – despite the drop in both demand and oil prices. The decline in the overall index since Chinese 
New Year can be shown to be in line with normal seasonality.

FreightWaves Sonar Report
• The FreightWaves SONAR platform collects data on maritime import shipments, measured in terms of a five-day 

weighted average of the number of customs filings. The five-day average for the entire U.S. (SONAR: CSTM.USA) 
has jumped 40% between March 17 and April 12. 

• The customs data reveals the driver of the increase: China. A comparison of countrywide maritime import customs 
filings and those from China (SONAR: CSTM.CHNUSA) shows an almost exact match on the way down in mid-
February through the third week of March, and on the way up since then. Imports from other countries do not 
show the same correlations with total U.S. imports.
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Canada’s Canopy Growth to shutter New York growing operations 
Canopy Growth, a global cannabis giant that muscled its way into the U.S. hemp market, has announced that it is 
shutting down its hemp-growing operation in New York state, citing a glut of hemp from last year.

Molson Coors plans non-alcoholic CBD drinks in Colorado in new JV with Canadian marijuana company 
Denver-based Molson Coors Beverage Co. is partnering with a Canadian marijuana company to sell non-alcoholic 
hemp-derived CBD drinks, the companies announced Tuesday.

Iowa manufacturer, Brazilian firm team up to deliver CBD products
• An Iowa ingredients manufacturer has partnered with a Brazilian medical cannabis company to launch several 

hemp-derived medical cannabis products under the brand name CBD CALM in Brazil.
• Kemin Industries of Des Moines will act as the lead consultant for medical marijuana producer MedPharm Iowa, 

struck a deal in March with Brazilian distributor CBD Vida to deliver cannabinoid-containing products at 
pharmaceutical standards in Brazil, according to a Tuesday statement from Kemin Industries.

• The products are due to be manufactured in Colorado and Michigan, the statement added. Terms of the 
partnership were not disclosed.

Hemp salaries outpacing other sectors
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Couche-Tard Drops Bid for Caltex Due to COVID-19 Uncertainty
The company will re-engage the Australian service station operator once certainty returns to the global landscape.

Managing the Future of C-stores: Mobile Ordering & Delivery
• Even before the pandemic hit, a major change faced the convenience store industry: mobile ordering and 

delivery. The need to offer an alternative to in-store shopping has only increased as the pandemic has taken hold 
and left people sheltering in their homes. What started as purely an area of increased revenue and expansion has 
become a lifeline to keep stores open. 

• As we entered 2020, several brands were already delivering convenience goods to the home. One of the most 
well-known is venture-backed goPuff, which launched by offering ways for consumers to get bags of chips without 
leaving their couch. Now, it finds itself delivering everyday needs like over-the-counter medications, as well as 
pantry staples like pasta, bread and canned goods. Meanwhile, industry giant 7-Eleven has been working with 
DoorDash for years — at least in some states — to offer delivery of just about everything.

• When it comes to mobile ordering and delivery, c-stores should keep three objectives in mind:
1. Plan properly. Mobile ordering and delivery is an aspect of the business model that can bring great 

advantages. However, it’s important to think through the brand’s goals before simply jumping in.
2. Understand third parties. Delivery services like DoorDash, Uber Eats and the rest can add value, but they 

also bring complications. Determine where they fit into your overall model.
3. Build a great customer experience. Everything should come back to the brand and how customers 

perceive it, from the mobile frontend to the product to the delivery packaging. Consider the true brand 
value and how to communicate that even when the customer experience is external to the store.

• Offering delivery isn’t as easy as just inviting in a third-party operator to pick up some goods and drop them off 
at a customer’s home. It’s about creating a strategic plan for owning the entire consumer experience, from the 
moment of the initial phone interaction to the time that products are delivered.
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"The chemical fingerprint of chocolate": Researchers map authenticity of cocoa beans
US researchers are developing a precision authentication testing method to determine "without any doubt" the 
chocolate’s country of origin to ensure that it has not been adulterated with inferior ingredients and is as sustainable as 
the label suggests. Chocolate ecology is a vital step that helps manufacturers determine what to put on-pack to appeal 
to conscious consumers looking for organic, Fairtrade and certified products. However, this can be tricky as many 
factors can affect a chocolate’s flavor, including processing, and contribute to its unique chemical make-up.

FTC approves Pepsi’s acquisition of Rockstar Energy
According to the New York Post, the Federal Trade Commission has allowed PepsiCo to buy drink company Rockstar 
Energy for $3.85 billion. Regulators were reviewing the purchase and how it related to competition. PepsiCo owns 
Mountain Dew Kickstart and is also a partner in Starbucks energy drinks.

Dollar General Takes on Pacific Northwest Food Retailers
Washington state will see black and yellow in the coming years as Dollar General has opened the first of what will 
presumably be hundreds of locations bearing the company’s signature colors. It opened its first store in the small town 
of Cathlamet on the banks of the Columbia River west of Portland, Ore., as part of an ongoing push into the northwest. 
Six additional locations are under construction in the state and are part of massive new store opening plan for 2020.

Coke Earnings: Q1 Revenue Tops Projections, But Virus Hits Volume
• The Coca-Cola Company reported a 1% drop in net revenue for the first quarter of 2020, with further disruption due 

to the global coronavirus pandemic expected to continue depressing sales in the months ahead.
• The Atlanta-based company saw net revenue fall to $8.6 billion, beating analysts’ estimates of around $8.3 billion.
• However, the company warned that the impact of the government-mandated closure of restaurants, bars, movie 

theaters, concert venues and sporting events over the past month is just beginning to be felt. After initially sticking 
with its 2020 projections of 5% year-over-year revenue growth at the onset of the pandemic, the company stated in 
a regulatory filing last month that it no longer expects to hit its target.
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COVID-19 pandemic could result in permanent governance changes at hospitals
CEOs may keep their purchasing power and hospitals could see the increased use of telehealth stick around after the 
coronavirus is gone. 
• The COVID-19 coronavirus pandemic will undoubtedly result in some permanent societal changes – such as the 

potential rise in the popularity of video conferencing. But the healthcare industry itself will also likely see 
permanent change in the way governance is handled, especially the purchasing authority given to healthcare CEOs.

• A lot of hospitals have large, often community-based boards that are not necessarily accustomed to switching 
gears and operating in crisis mode. They're simply not well-equipped to do it, and have scrambled to implement 
fixes, such as meeting more often and holding meetings virtually – practices to which they're not accustomed. 

• There is now an impetus to ensure that hospital boards are organized and systems are in place that keep them 
informed on a more contemporaneous basis. 

• One area ripe for re-examination is the level of spending authority granted to the CEO. Typically, CEOs can enter 
into contracts involving X amount of money without coming back to the board for approval. This situation has been 
complicated by hospitals' ongoing struggles obtaining personal protective equipment and testing kits, which have 
resulted in providers bidding against each other in the market. 

• In response, some hospitals have been passing emergency resolutions approving more spending for their CEOs. 
• Whatever changes there may be, there's a good chance many become permanent. 
• Perhaps hospital boards and executives will say, 'What does this tell us about our normal operations? What 

processes can we put in place that can help us respond proactively and quickly so we're well-positioned to deal 
with an emergency?'" 

• One thing to expect is that hospital executives will have to figure out most of this on their own, rather than relying 
on federal intervention. 

• There are limits to how quickly the government can react, what they can do, and there's a greater premium on any 
healthcare organization to having some sort of plan as to how it's going to react independently when there's not a 
comprehensive crisis management strategy in place.
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US doubles hospital payments to speed processing of Abbott COVID-19 tests
• The U.S. government will nearly double the amount it pays hospitals and medical centers to process Abbott's 

COVID-19 diagnostic test, CMS said April 15. 
• The payment increase is an incentive to get facilities to hire more technicians and expand testing.
• Deborah Birx, MD, a top State Department health official and member of the coronavirus task force, said last week 

machines that can process up to 1 million tests per week were running at less than 10 percent of their capacity 
because not enough technicians have been hired to run them, according to Bloomberg. 

• CMS will now pay hospitals and medical facilities $100 per test, up from $51.

CMS increases Medicare payment for high-production coronavirus lab tests
Medicare will pay the higher payment of $100 for COVID-19 clinical diagnostic lab tests making use of high-throughput 
technologies developed by the private sector that allow for increased testing capacity, faster results and more effective 
means of combating the spread of the virus, CMS said. 

Telemedicine Could Be More Widely Adopted Due to the Coronavirus
• Despite telemedicine having relatively low adoption rates in the past,                                                       

interest in remote physician care has risen as the coronavirus pandemic and                                                  
social distancing continue.

• Between February and March 2020, US adults who reported intent to use                                                        
telemedicine rose from 18% to 30%, per CivicScience data. In February, about                                                 
one in 10 said they had tried telemedicine, growing to 17% in March.

• Telemedicine - two-way interactive video, remote monitoring or electronic                                                       
consults—has not been widely used in the US prior to the COVID-19 outbreak.                                                     
According to the American Medical Association (AMA), only 28% of doctors                                                     
reported using telemedicine in 2019, which was about double the figure for                                                   
2016.
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Thinking Differently  – Executing Quickly ACC

U.S. Oil Prices Collapse to Lowest Since 1999 35



Thinking Differently  – Executing Quickly ACC

Internet Support Users Are Interested in Covid-19 36


