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The only constant is change
Container shipping prices have
tumbled 30% since the COVID
pandemic peak September,
2021 – and continues to fall.
While the trend seems to be
that shipping costs will continue to come down, they are
still 3X higher than prior to
COVID.

Although, continued issues
with the flow of goods, such as
clogged ports, may keep prices
high. The global supply chain
industry will continue to face
significant challenges in Q3, including
economic
turmoil
caused by rising inflation, rapidly escalating fuel prices, and
the war in Ukraine
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Ukraine and Russia account for just 4% of global GDP, but the impact
of the ongoing war is reverberating worldwide.

The price of critical materials essential to creating new technologies
is forecast to increase by up to 600%.

Administrations are taking actions to strengthen supply chains, but
there is only so much they can do. Fuel prices continue to skyrocket
for western customers as Russian exports are banned, while
Russia announces reduced flow through the Nordstream 1 pipeline.
As a result, nearly all businesses must adjust to a new reality defined
by materials shortages, supply disruptions and escalating prices.
These impacts mean that buyers and sellers must adjust their ways
of doing business. Everything from changing where goods are produced, to how payments are made, must be considered to stay
competitive.

In this Global Supply Chain Disruptions: H2 Prediction Report, we
explore the current state of the logistics industry. Insights in this
report have been gathered from MODIFI region heads and
industry experts.
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Shortening supply chains
A quick check of the

The impact of the conflict has

HARPEX index shows that

accelerated the transition to

container shipping rates are

more localized manufactur-

still high compared to the his-

ing and shorter supply chains

[i]
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creasing their production or
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Demand for specialist supply chain support is growing, with the
industry forecast to double by 2026.

Any delays could hit processing
Domestically, the current US
capacity for all major West Coast
West Coast longshoremen
ports, from San Diego to Seattle.
contract expired on July 1, but
"Trillions of dollars of goods a
the dock workers agreed to
year flow through these ports,"
keep working without a consays Dowd. "We estimate that
tract. Dowd has flagged the
Container
shipping
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have
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30%
since
the
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– and continue
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shore
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Union
than prior to COVID. Although, continued issues with the flow
[iii]
and have a ripple effect."
(ILWU) and the Pacific Mariof goods, such as clogged ports, may keep prices high. The
[iv]
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Dowd is confident that a deal
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rapidly
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war
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Decreasing investment
While detailed data on the Chinese economy is hard to come by,
emerging from the COVID
we can see an impact on investor
crisis, but the virus still casts a
confidence.
61%
of
respondents
long shadow over China, says
[v]
to
a
recent
AmCham
China
MODIFI's Tony Au, Regional
flash
survey
say
the
COVID
outDirector. Cities are still being
break is challenging supply
locked down for small numchains. The primary causes are
bers of cases as the Chinese
disruptions to transportation and
authorities continue to push
shipping
networks.
For businessContainer shipping prices have
tumbled
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a zero-COVID approach. The
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that
have
been
able
to
restart
pandemic peak September, 2021 – and continue to fall. While
result is strict restrictions on
operations, 68% say that ongoing
the
trend
seems
to
be
that
shipping
costs
will
continue
to
the movement of people,
supply chain disruptions remain
come
down,
they
are
still
more
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times
higher
which is affecting manufactheir biggest
continued
issues
with
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flow
than
prior
to COVID. Although,
turing
and
distribution.
challenge.
The US and Europe are
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of goods, such as clogged ports, may keep prices high. The

global
supply
chain
industry
will
also
continue
to
face
The global supply chain remains stretched, but Tony believes we're
over
the peak. challenges in Q3, including economic turmoil
significant

caused by rising inflation, rapidly escalating fuel prices, and
the war in Ukraine.
"It will take some time before domestic transportation returns
to normal. The manufacturing industry will be most affected,
particularly those involved in high-tech electronics. Exporters
will seek to manage by fixing shipping prices, enabling them to
manage and forecast more effectively.”
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While dealing with supply
chain disruptions, both sellers
and buyers are often unable
to match payment term expectations. For some sellers,
the waiting period for payment can go up to 90 days.

"This puts more burden on liquidity for exporters," says Tony,
“but it helps manufacturers to
build resilience and reduce risk.”
Businesses can stockpile goods
which can help them better
cope with fluctuations or gaps
in supply.
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Increasing costs, improving efficiencies
Bangladesh continues to
Bangladesh is part of a global
grow as a global leader in texweb of supplies and relies upon
tile production and exportaimports, with 60% of materials
tion. "Bangladesh's garment
coming from China, Taiwan and
industry has raised its annual
other countries. Raw material
revenue from $19 billion to
costs have increased, as have
$34 billion in the last seven
vessel costs.
years - a 79 percent rise," says
MODIFI's Sales Director MinThe
cost
increases
impact
the
Container
shipping prices have tumbled 30% since the COVID
hazul
Islam.
business, alongside existing chal-
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pandemic peak September, 2021 – and continue to fall. While
lenges with container shortages

Exports
to
the
US
have
the trend seems to be that shipping costs will continue to
and
longer
shipping
times.
Some
increased
by
53%,
with
excome down, they are still more than three times higher
businesses
have
taken
a
pragports to Europe (historically
than prior to COVID. Although, continued issues with the flow
matic approach, taking the
Bangladesh's biggest cusof goods, such as clogged ports,
may
keep
prices
high.
The
chance to stock up on materials
tomer) rising by 31.5%.
global supply chain industryto
will
also
continue
to
face
insulate themselves from

significant challenges in Q3, rising
including
prices.economic turmoil

caused by rising inflation, rapidly escalating fuel prices, and
the war in Ukraine.
"Some buyers are switching their business to Bangladesh," says
Minhazul. “This is indicative of a strategic tilt towards India and
Bangladesh and away from China as buyers look to diversify
the countries where their suppliers are located.”
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Support is often sought from
abroad, as domestic interest
reduce the impact ofrates
are
high.
Businesses
are
short-term fluctuations on
using
new
capital
to
invest
in
availability, but businesses
tech that accelerates producmust have the resources to
tion. "They have production
cope. Maintaining higher
software and design systems
stock levels is a change in dithat deliver fast results," says
rection of the long term trend
Minhazul. Risk monitoring profor just-in-time manufacturcesses and other technologies
used by shippers in the US and
ing, signaling that manufacEurope are less often
turers are valuing resilience
Container shipping prices have tumbled
30%
since
the
COVID
deployed
in
Bangladesh,
but
over efficiency.
changing
pandemic peak September, 2021things
– andare
continue
to quickly.
fall. While
Pre-ordering can also help to
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the trend seems to be that shipping costs will continue to

Manufacturers
in
Bangladesh
Businesses
that
have
the
levercome down, they are still more than three times higher
are also adapting to the desire
age in their relationships, have
than prior to COVID. Although, continued issues with the flow
for
more
environmentally
benefitted from favorable payof goods, such as clogged ports,friendly
may keep
prices
high.
The
products.
"There
are
ment terms from suppliers – in
global supply chain industry will155
also
continue to face
LEED-certified
factories in
some cases of up to 120 days.
[vi]
,
Bangladesh
significant
challenges
in
Q3,
including
economic
turmoil
Still, many Bangladeshi busithe country has made rapid
caused
by
rising
inflation,
rapidly
escalating
fuel
prices,
and
nesses are seeking financial
progress in establishing itself
the from
war in
Ukraine.
support
banks
and invesas one of the world's top 50
tors.
economies, and that will not
stop. The industry is growing
quicker than ever. Businesses
are embracing technology rapidly and attracting global investment," says Minhazul
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Diversifying risk
The Federation of Indian Chambers of Commerce & Industry’s
(FICCI)[vii] most recent
Quarterly Survey found that
54.8% of respondents reported

Change

higher production levels in Q2,
with 10% increasing production.

"Manufacturers are trying to
diversify their risk as well," explains Ankit. "They want to
ensure their buyers are also resilient, so they are looking at
expanding

their

customer
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Moreover, over half (55%) of busispoken to, Ankit has witnessed
nesses expect orders to increase,

base."

Like

others

we've

a push to nearshore.

Container shipping prices have tumbled 30% since the COVID

painting a positive future for the

“Capacity is being filled rapid-

pandemic
peak
September,
2021
–
and
continue
to
fall.
While
manufacturing industry in India.
ly, whenever we talk to any fac-

the trend seems to be that shipping costs will continue to
tory, every factory is fully sold

come down, they are still more out
than
three
times
higher
or fully booked for the next

issues
with
the
flow
than prior to COVID. Although, continued
6 to 12 months. As a region,

Shipping costs are falling, but

of goods, such as clogged ports, India
may keep
prices high.
The
is increasingly
confident.

not dramatically, says MODIFI's

global supply chain industry will There
also continue
face when
was a topanic
Regional Head, Ankit Goel.
COVID economic
started, but
after that,
significant challenges in Q3, including
turmoil
"Businesses are working

it's
more
stable
now."
caused by rising[viii]
inflation, rapidly escalating fuel prices, and
oFree-on-board (FOB) rather

the
war
in
Ukraine.
than Cost, insurance, and freight
(CIF)

[ix]

models or Direct Trucking

Pick-up (DTP) models so that
[x]

the cost is passed on to the
buyers," he says.
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Suppliers in control
According to Sean Lamont John-

The German economy is strug-

son, MODIFI’s Director of Sales

gling with the impact of sanc-

Germany, business in Europe’s

tions against Russia limiting

largest market is entering a con-

energy supplies to Europe’s

solidation phase. "Most busi-

largest

nesses are trying to work in-

manufacturing sector, includ-

creasingly with domestic suppli-

ing automotive and chemicals,

Inventory optimisation is a part

Germany’s Bundesverband der

of this, with businesses diversify-

Deutschen

ing their supply chains to cope

has

Change

economy.

Germany’s
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ers, even smaller ones," he says.
are particularly affected.

Container shipping prices have tumbled 30% since the COVID
[xi]
Industrie

(BDI),

pandemic peak September, 2021 – and continue to fall. While
downgraded

economic

the
trend
seems
to
be
that
shipping
costs
will
continue
to
with fluctuations in price and
growth figures to 1.5% for 2022
come
down,
they
are
still
more
than
three
times
higher
product availability.
and has predicted the country

continued
issues with the flow
than prior to COVID. Although,will
enter a recession.
of goods, such as clogged ports, may keep prices high. The

Some
experts
have
warned
global
supply
chain
industry
will
also
continue
to
face
"Competition for containers is

that
Germany’s
economy
isn’t
significant
challenges
high,"
says Sean,
favoring in Q3, including economic turmoil

transforming
rapidly
enough
cash-rich
companies.
"Suppli- rapidly escalating fuel prices, and
caused
by rising inflation,
and
is
missing
opportunities
in
ers can choose whom they deal

the war in Ukraine.

with, and liquidity is critical. If
you have cash, you can get

technology development and
industrial chain construction.

supply. If you don't have cash,
you have an issue," he says.
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"Some are doing sophisticated risk monitoring involving business analysts,
data and data analysts.
But some of the smaller
ones don't have the scale
and instead rely on
intuition,” says Sean.

Change

Changes are on the horizon, with
The Supply Chain Due Diligence
Act – Part 2 due to come into force
in 2023. These will place stricter
controls on German companies to
protect the human rights of employees. This isn't having an immediate impact on all firms but remains in the background.

is the only constant
The biggest priorities for all firms in Germany are about securing
Container
shipping
prices
have
tumbled
30%
since
the
COVID
liquidity, maximizing access to cash and minimizing risk, says
Johnson.
"In this
market,
the most
powerful
dominate."
pandemic
peak
September,
2021
– and will
continue
to fall. While

the trend seems to be that shipping costs will continue to
come down, they are still more than three times higher
than prior to COVID. Although, continued issues with the flow
of goods, such as clogged ports, may keep prices high. The
global supply chain industry will also continue to face
significant challenges in Q3, including economic turmoil
caused by rising inflation, rapidly escalating fuel prices, and
the war in Ukraine.
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Bridging Uncertainty with Resilience
The global supply chain

Whether that’s shifting to local

market is in a period of tur-

suppliers, scrutinizing suppliers,

moil. Businesses had just

investing in inventory or stockpil-

begun to deal with the dis-

ing

ruptions caused by COVID

modern business payments for

before the crisis in Ukraine hit.

better

Across the world, organiza-

and cost control - it’s all about

tions are attempting to build

adapting to market conditions to

resilience into systems.

stay competitive.

inventory,
liquidity

or

leveraging

management
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How resilient is
your supply chain?

How?

At MODIFI, we are challenging
the status quo to make trade
seamless and transparent for
businesses around the globe
- for exporters and importers
alike.

We offer a one stop platform for
business payments and trade
management. Enabling you to
gain full control of cross-border
trade -- against all odds of supply
chain disruptions.

Talk to us.
You’ve got questions? Speak to
us today to learn how you can
Manage, optimize, and achieve
trade goals seamlessly from
one platform.
Click here
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Appendix
[vi] LEED stands for Leadership in

[i] The HARPEX refers to the HARPER

Energy and Environmental Design,

PETERSEN Charter Rates Index, re-

and is the world’s most widely used

flecting the worldwide price devel-

building rating system.

opment on the charter market for

[vii] A prominent non-governmental

container ships.

trade

[ii] Nearshoring describes the pro-

association

and

advocacy

group based in India.

cess of shifting production closer to

[viii] A trade term used to indicate

the consumer, which can have the

whether the buyer or the seller is

dual benefit of reducing risk and

liable for goods that are lost, dam-

cutting transport costs.

aged, or destroyed during shipment.

[iii] The ILWU is a prominent union

[ix] An international shipping agree-

for longshoremen and warehouse

ment, which represents the charges

workers.

paid by a seller to cover the costs, in-

[iv] The PWA represents the world’s

surance, and freight of a buyer's order

shipping lines and terminal opera-

while the cargo is in transit

tors.

[x] A model where all cargo is deliv-

[v] AmCham China is a mem-

ered via a freight forwarder to combi-

ber-driven organization dedicated to

nation carriers (carrying both passen-

improving the business environ-

gers and cargo).

ment in China and promoting con-

[xi] Germany’s leading organization

structive and sustainable US-China

for industry, representing the views of

economic relations.

39 industry associations and more
than 100,000 companies
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