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COVID-19 Outbreak

@ Coronavirus COVID-19 Global Cases by the Center for Systems Science and Engineering (CSSE) at Johns Hopkins University (JHU)
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Presentation Notes
https://gisanddata.maps.arcgis.com/apps/opsdashboard/index.html#/bda7594740fd40299423467b48e9ecf6

COVID-19 is now in over 75% (or 170) of all countries in the world…60 days ago it was in one
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Government Enacted Restrictions

The European Commission proposed an unprecedented
day resti

The U.S. has imposed

] Euror

France, Greece, Italy, Spain, UK and Netherlands have all
imposed na .Germany

borders

CA, IL, NY & NJ ordered while ports

of Seattle & Miami closed & Houston shut down for a day

Canada has ,
though trade is exempted

Brazil, Argentina & Chile and Colombia
quarantine till 4/13. Peru & Ecuador banning all PAX
flights.. Customs delays starting

Australia & New Zealand imposing new lockdowns and
school closures with IN


Presenter
Presentation Notes
BR shutdown applies to all SCA countries except Uruguay

India announces lock down of 75 districts in wake of the rising corona cases and shut down all commercial flights into India for this week but freighters are still allowed. The largest import line to the U.S. is pharmaceuticals. While India only represented 9.4% of total U.S. pharma imports it represents a larger share of generic drugs.

All International PAX flights to/from Pakistan are closed from 22Mar late evening whereas cargo freighters are allowed, so far.

TH Government has announced a cancellation of Thai New Year 2020 (April 13 -17), no events/ festivals.

Ford, GM & FCA, VW are shutting down operations in the US for two weeks starting March 19th.  Volkswagen, Volvo, Ford said it would shut down production at most of its plants in Europe for two weeks.  Airbus said that it is temporarily suspending production and assembly activities at its French and Spanish sites for the next four days.


US, Eurozone, China Purchasing Managers’ Index (PMl) @

Continued drops and stagnation plague the major economies
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Presentation Notes
The Caixin China General Manufacturing PMI plunged to 40.3 in February 2020, the lowest level since the survey began in April 2004 and well below market consensus of 45.7. Output, new orders and employment fell the most on record, as firms extended Lunar New Year shutdowns due to the COVID-19 outbreak. In addition, export sales dropped at one of the fastest rates in the series history on the back of shipping restrictions and order cancellations.
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Cargo Capacity Reductions Since COVID-19 Outbreak

Flight cancellations are removing more than 7,500 tons of capacity per
day on average and overall cargo capacity is -50% compared to 2019

Daily international cargo capacity out of mainland China, 2019 vs. 2020

Thousand tonnes

~206,000 tonnes
decrease
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4 1 | coronavirus “global
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Since last

2020

2019 04/02 11/02 18/02
2020 27/01 03/02 10/02

Sources: Seabury Capacity Tracking database, Seabury Consulting analysis (March 2020)


Presenter
Presentation Notes
Flight cancellations since the Spring festival have reduced available cargo capacity from China; Week 10’s cargo capacity from China was 50% lower compared to the same week in 2019

Note: Direct capacity only; All freighters and widebody passenger aircraft only, mainland China excludes Hong Kong; Date measured in UTC time; 1) Indicative week of Spring Festival, following Chinese New Year; 2) US Centers for Disease Control and Prevention


Mainland China Outbound International Capacity YoY @

Belly capacity from mainland China to the rest of Asia shows the largest
absolute decrease

Mainland China outbound international capacity comparison, 2020 vs. 2019
Thousand tonnes
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Presentation Notes
Note: Direct international capacity only; All freighters and widebody passenger aircraft only, mainland China excludes Hong Kong; 1) Comparison dates chosen as corresponding time periods after Chinese New Year; 


Decline in Asia Pacific Foreshadowing to Transatlantic £)

Inter-regional capacity comparison, 26 Feb - 10 Mar 2020 vs 6 — 19 March 20191
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Asia Pacific to
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Capacity between Asia and
North America is historically
less belly-dependent
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Europe
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The freighter share of Asia-
Europe capacity has not
significantly increased

Intra-Asia Pacific

2019 2020

The decline of intra-Asia
Pacific capacity has the
largest absolute impact

Europe to
North America

2019 2020

Transatlantic capacity is the
most belly-dependent
among these trade lanes

Sources: Seabury Capacity Tracking database, Seabury Consulting analysis (March 2020)



Transatlantic Belly Cargo Capacity Heavily Impacted £)

Inter-regional capacity comparison, Tuesday Mar 17, 2020 vs Tuesday March 19, 2019’
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Sources: Seabury Capacity Tracking database, Seabury Consulting analysis (March 2020)
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Presentation Notes
Transatlantic capacity will be more constrained due to high reliance on passenger flights…65% is Passenger at lowest and 77% at highest in summer tourist season




Cargo Capacity Reductions March 11-17YoY @

Global capacity is already 13% lower than last year, and will decline
further

Total cargo capacity growth?, 11 - 17 Mar 2020 vs. same week last year?
YoY growth, %

'-

LS

US travel ban on European D
citizens only partially
reflected in last week’s data

Global capacity growth?: -13%

Sources: Seabury Capacity Tracking database


Presenter
Presentation Notes
Transatlantic capacity will be more constrained due to high reliance on passenger flights…25 daily B777 freighters required to compensate for belly capacity loss on the Transatlantic…UK is much more reliant on Passenger capacity than mainland Europe

Week of March 11-17 the airports with the most negative impact due to passenger belly reductions are HKG, ICN, PVG, FRA, MXP, CDG, LHR, JFK, LAX, SFO & ORD and those with greatest Freighter increase are ICN, PVG, HKG, LUX, MIA & ORD with even LHR and FRA seeing Freighter reductions

The Transportation Security Administration said it screened 331,000 people at airport checkpoints on March 23rd, an 86% decline from the corresponding Monday a year ago, more than 2.4 million people poured through checkpoints. Major airlines are drafting plans in case they must shut down domestic flights because of a lack of air traffic controllers or airport screeners. 

Note: Thickness of arrows is representative of capacity in metric tonnes; all flows indicate region-to-region capacity; regions are indicated by color coding; 1) Total cargo capacity includes widebody passenger and all freighter flights; 2) UTC; 3) Intercontinental and Intra-Asia
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Effects due to Coronavirus

. Carriers reacted to the situation with additional void
- sailings on top of the CNY blank sailings. The knock-on
effect of the blanked sailings from China has caused a
major problem for European exporters in terms of
capacity and equipment shortage.

-k mﬂ. k.

TTTIEEEEEEmaerT

* AsChinareturns to work, ocean carries are preparing for
a return of fully-booked ships — expecting a slow March
& strong April with freight rates expected to spike in
response to the space shortages on both head haul and
back haul voyages.

* ShanghaiYangshan port is nearing 95% of pre-COVID-
19 volume. Non-Chinese ports have not yet reported
falling throughput volumes but this may change.

* The prolonged container turnaround time resulting from
bottlenecks at main Chinese ports will adversely impact
the availability of equipment within the network.



Presenter
Presentation Notes
Total U.S. seaborne imports dropped by 15.0% year over year in the first two weeks of March. That included a 44.9% slump in imports from China as well as a 6.5% slip in shipments from Europe, per Alphaliner.


COVID-19 Carrier Blank Sailings

Inactive fleet capacity reached 2.04 million TEU’s and
surpassed the 1.52 million TEU’s recorded during 2009 crisis
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TEUs of
Blank Voy.

: 1,289,650
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Presentation Notes
Los Angeles and Long Beach ports project a 15% to 17% plunge in cargo volumes in the first quarter of this year, as compared with the first three months of 2019 — a drop of more than 500,000 container units.

“Less cargo means fewer jobs. The truck drivers are not pulling as much freight. The longshoremen are not being called out to work as frequently as they normally would be.” Strong contracts with the ILU prevent layoffs among the 8,600 members staffing the twin portsbut the slowdown has dramatically affected a group of some 3,500 dockworkers known as “casuals,” contingency workers who have yet to become regular longshore workers. Their shifts have dropped from more than 2,000 a week to about 200.

The crisis is most severe for the 13,000 truckers who ferry goods from ships to warehouses and rail yards across Southern California. Some 80% are independent contractors who own their trucks and get paid per load. 

https://www.latimes.com/business/story/2020-03-07/la-fi-coronavirus-ports-california-economy


Blank Sailings Have Impacted Container Offloading @

One measure of when China's economy is returning to normal is when
the number of container ships anchored off its ports starts to fall.

Containers waiting to be offloaded at Chinese ports (TEU)
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Presentation Notes
https://www.capitaleconomics.com/the-economic-effects-of-the-coronavirus/

Latest statistics from all Chinese coastal ports (including Hong Kong) show a - 15.8% decline in total container throughput in February

Two months after a near complete standstill in China that rattled global supply chains, the country’s ports are again pushing out thousands of containers that were stranded at the onset of the coronavirus outbreak.

The 2M Alliance, made up of A.P. Moller-Maersk A/S and Mediterranean Shipping Co., said last week they are boosting their capacity of four weekly sailings to Los Angeles and Long Beach.  MSC sent one of its biggest ships—the MSC Oscar, with capacity for 23,000 20-foot containers—into Los Angeles on Sunday, and three other big vessels are expected to arrive by the end of March.



COVID-19 Effects on Reefer Containers

BFRAR™ _ _ §a

- »  Reefer equipment shortage in Europe due to high global
KA Anltniias ' demand and also with equipment stuck in China due to

COVID-19 impact
KNCooltainer

— * Carriers had temporarily declared force major for not
being able offload Reefer containers in Chinese ports.

| KNCooltainer Meanwhile Reefer plug congestion has cleared and

e, @ Reefers are accepted again.

* PSS & Container Imbalance surcharges on Europe — Far

KNCOOH‘G iner | & Middle East (up to USD 3000 per Reefer container)

www._kuehne-na;

* MSCaccounced April reefer imbalance surcharge now
from Europe to US, CA & MXin addition to other PSS

g * Further Blank Sailings = disrupted schedules, capacity
KNcoo’ta'ner issues and delay and empty positioning

KUEHNE - NAGEL

iehne-nagel.com

* Huge increase on base rates of expired contracts
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North America Overland Market

Freight markets are currently dealing with two high-level issues related
to COVID-19: the impact of imports and domestic replenishment.

Latest Market Situation

= US & Mexico restrict border crossings as of
March 21°" except for trade & workers

Short-Term Dry Van Spat Rate Trends by Year

= Similar restrictions on the US & CA border
implemented as of March 18t ”

= US DoT issued an emergency declaration
waiver for hours of service related to medical
and essential deliveries Fum M A ,"\.,

s#1od bucrans 5 MQlee 5

» General capacity is tightening with spot ak o ‘ & "
market truckload rates on the rise. Since end of  ** AR '

Feb., rates have been on a sharp climb, rising i e NI e e T

over 5% as of mid-March with Rates eclipsing
2019 levels.

Sources: : DAT Super-Database


Presenter
Presentation Notes
Prior to mid-February, load-to-truck ratios (LTR) were in-line with 2017 levels. In the last two to three weeks, we have seen a decoupling in that trend, with LTRs shooting upwards.

The chart shows a 7-day average of spot dry van rates, updated daily, illustrated by year. This helps smooth out day-of-week effects, but it’s plotted daily to show how things are changing in the extreme near-term.


European Overland Market @

Border sanitation checks are conducted in many European countries
causing congestion & delays for all shipments passing these borders.

] Stockhoim T .
= Estonia
it etalls
Pkov
"

v North % ver i
g sea oo T A Czech Republic has blocked the towns
pim A g b o of Unicov, Litovel, Cervenka in the
e : Tl e,
ot SO \ ) e postal codes zone CZ-78
e 1, P m ‘ France domestic LTL capacity being
PRy b reduced strongly & deliveries delayed
s Psaid ok e due to prioritization
BRI (W gty SRV oy
A Hungary @ /\‘% ltaly & Spain FTL & LTL shipments
Sy g Ml N\ Romanig | becoming extremely difficult with spot
R ' pricing over contract rates & potential
. W ) Black Se5 .
B - aty FA closure in Italy on Mar 27t
Spain Barcélans ':"-v- d A j\ fanbul . o o .
MRESI i 5 Bulgaria seeing shortage of drivers due
s “,(\J‘\ rinfl Greece o i Tipkey tO qua I’a ntlne
et = :
el | =L Poland carriers have reduced capacity

Sources: Kuehne + Nagel & Sixfold.com by 15-25%
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Presentation Notes
Blue highlight “queues” over 5 kms; Red highlight 1 hour or more; Yellow highlight 30 mins or more

https://covid-19.sixfold.com/



®

Oil & Airline Fuel
Development

5



®
Oil Prices Have Fallen as Demand Has Slowed @

Brent crude oil prices — 10 year daily chart
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Presentation Notes
https://www.macrotrends.net/2480/brent-crude-oil-prices-10-year-daily-chart


OPEC, R.I.P.

Latest Market Situation

= SaudiArabian Oil Co. said it would bo
adayin
April...300,000 barrels a day over the
maximum sustained capacity.

= Russian Energy Minister Alexander Novak
said n

= The combination of declining global
consumption and rising supply pushed
Brent crude to its est d nce
)92 on March gth.

Sources: The Wall Street Journal
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Presentation Notes
Russia can balance its budget at a far lower oil price than Saudi Arabia. That not only means that the coming oil-price slump will be nastier but that OPEC may cease to matter. With only a handful of members willing or able to cut output today—sanctions-hit Iran, violence-prone Libya and Nigeria and collapsing Venezuela are all members in name only—Saudi Arabia would have to sacrifice too much of its own revenue to stabilize prices. The math just won’t work.


Follow The Money...

Fiscal break-even oil prices OPEC+ & US Shale-company indebtedness

Fiscal break-even oil
price in U.S. dollars,
Nigeria |
127 2018 |

01:18:33. GMT
March 24

0

Sources: Wall Street Journal, Dealogic

Oil prices are well below
levels many OPEC and allied
nations need to balance their
budgets...RU $53, IR $72,

SA $88 and VE $216

Shale companies facing debt
defaults will cut back on
drilling & slash jobs; that
might not be enough for
many to avoid bankruptcy.
“Probably 50% of the public
E&Ps will go bankrupt over
the next two years.”

©®

U.S. oil-and-gas producers debt and equity
issuance

W Debt M Equity

$70 billion

60



Presenter
Presentation Notes
The drop in financial backing is especially being felt by smaller, more indebted drillers. But even larger, better-capitalized frackers are facing renewed investor skepticism about whether they can keep spending in check and still hit growth and cash-flow targets.

“Probably 50% of the public E&Ps will go bankrupt over the next two years,” said Pioneer Natural Resources Co. Chief Executive Scott Sheffield in an interview March 9th, referring to shale exploration-and-production companies

Wall Street support allowed shale companies to persevere through a plunge in oil prices that began in 2014, eventually helping the U.S. surpass Saudi Arabia and Russia as the world’s largest producer of oil, with 11.9 million barrels a day in November,


® : : :
Kerosene, WTI & Brent Historical Prices @

Four year historical prices and trends

Platts Kerosene, Oilprice Crude & Brent per Barrel (weekly averages)
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Presentation Notes
Kerosene prices lost around 25% which is one of the highest losses in history with average global kerosene price down 23 cents and closed at $1,064 per USg.  (Kerosene $44,68 (-17,8%), Crude $31,13 (-24,6%), Brent $34,36 (-24,1%))

Singapore jet fuel cargoes nosedived to a fresh four-year low March 9th, dragged down by plummeting values in the upstream crude arena coupled with diminishing demand from the downstream aviation sector.

Crack spread between Kerosene & Brent in 2018 = $14.63 and in 2019 = $15.49


High & Low Sulphur Seafreight Fuels Sold Globally @
COVID-19 adding fuel to VLSFO freefall

The cost differential between high- and low-sulfur fuels sold in Rotterdam, Antwerp, New Det ails
York, and Singapore narrows to 67 percent.

£ 8670 100% o
8 0% _ Very-low sulfur fuel oil in Singapore
E $590 0% § was assessed March 18t at $270 per
8 s510 0% 2 metric ton, down 63 percent from
8 60% g $740/mtin early January
&  $430 50%
o
_ 0% COVID-19 piled on to a "perfect
% P mfmm\ﬁ N =N 3% storm” of bearish fundamentals
5270 20%
&5\ h"\ s"P b?:'\ bP‘\ T AL AR A R A A A h‘\é_‘a II’lClUdII’]g ample supplles of IMO-
R Qs@@x @\ i @*@*@*@*@*@*@*@* & ¢ compliant fuels and soft demand
o 'b\ \ A o o & O O PP
FF P PP e S GG F FFEF S EE X _
We now expect that first quarter
s |_0W-Sulfur Bunker Fuel s High-Sulfur Bunker Fuel Price differential

2020 world oil demand will decline
by the largest volume in history —
even exceeding the declines during
the 2009 financial crisis,” ...IHS Markit

Sources: Argus Media, Journal of Commerce
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Where are We in This Outbreak

SARS, while smaller and more contained than COVID-19, is one
analogue to understand how the epidemic could unfold

Mar 2003 Apr 2003

Nov 2002 Feb 2003 Toronto, >5,000 cases, May 2003 July 2003
SARS! First Patient A Singapore,  super spreader, New cases drop WHO declares end of
& months critical emerges in brings SARS  Thailand SARS clinically ~ dramatically, WHO epidemic (though there are
8 096 infected China to HK outhreaks  identified lifts travel bans spot cases for next year)
774 Deaths O O O O— O O O O O
4 months 5 months 6 months
Global Spread Viral sequence Source country
under control

COVID-19 Public health response
has been faster, but the threat is
spreading to new geographies

l

>

Dec 2019 Jan 2020 Feb 2020 MC.‘."Ch, 2020 o Yy - B
COVID-18? First WHO declares >80,000 cases and  China’s factories back at
3 months & counting emergesin State of community spread - GOSTEEREISETY as Most consultants envision
~90.000 infected China emergency outside of China quarantines lifted . N
. two potentlal scenarios:
>3,000 Deaths O I M e
R A
1 month B 3 months Delayed Recovery = Worst is 2 to 3 months
Viral srrn N Prolonged Contraction = 6 to 12+ months
sequencing Spread possibly under
control

Sources: Oliver Wyman, 1.SARS timeline (link), 2.COVID-19: CDC and WHO, 3. Asia Times (link)

©®


Presenter
Presentation Notes
WORST IS OVER IN 2-3 MONTHS
New case rates spike with initial outbreak in a region and increased testing, but level off within 6-8 weeks; catch a break with seasonality, by late May we see far fewer new cases

Businesses relax travel restrictions and corporate demand returns to normal

Supply shock from Chinese manufacturing shutdown tempered by inventories stockpiled in advance of Lunar New Year

Q1 Earnings dented, but swift recovery allows companies to return to normal in Q2


»

Possible Future Scenarios

COVID-19 has seen a consistent case Delayed Recovery Chinaand Easiananieninitessiant
decline in countries that had China and East Asian countries continue recovery but supply chains remain
experienced rapid case growth early their current recovery and control the impaired

(esp China, South Korea) virus by late Q1 or early Q2 2020 US and Europe large-scale quarantines,

H de of Asi European and US case count growth travel restrictions, and social distancing
owever, cases.outS.l B ‘519 are. rises rapidly through mid-April drive drop-off in consumer spending and
growing dramatically, driven primarily business investment in 2020

by complexes in Europe and the

Middle East. The United States, while . . . .
it has confirmed only a limited number Prolonged Contraction China angiesiy o perienca double-
of new cases. mayv experience a large China and East Asian countries face a BE s_lowcliowns as economic recovery 1S

., May exp g £ re-infocti thev att tt derailed in 2020 and pushed into Q1
increase in cases once testing kits surge afre-infection as they atiemptto 50,
T restart economic activity .

y The United States and Europe

experience demand-side reductions in

consumer and business spending and
deep recessions in 2020

The virus is not seasonal with a mutated
virus resurging in the fall of 2020

Sources: World Health Organization Situation Reports, news reports, McKinsey analysis



Presenter
Presentation Notes
The San Francisco Fed tried to put things in perspective by comparing the downturn that occurred from 1973 to 1975 to the first leg lower during the Great Depression, from 1929 to 1933. During the 1973 recession, GDP fell 3.4%, while unemployment rose five-percentage points from 4% to 9%. During the first leg of the Great Depression real output fell almost 30%, while unemployment jumped from 3% to almost 25%

The Spanish Flu brought on a recession in 1918 that lasted 7 months

https://www.mckinsey.com/business-functions/risk/our-insights/covid-19-implications-for-business


Supply Chain Impacts to Expect

Supply — production

80% plants restarted
Situation
today

Across China, ex-Hubei, with large
enterprises restarting, albeit with
~60% capacity, at much higher
rate than smaller ones

MED
What

to expect

Parts and labor shortages leading
to further SC disruptions (eg,
decreased production capacity)
Other regions will be facing
production capacity reductions
Customer pressure for
prioritization

S

_—tl
==
2M idle containers

8.8% of global container capacity
affected by reduced demand

52% BDI increase

Baltic Dry Index! 52% higher since
CLNY? but at same level as
February 2019

7.000 TEU/wk reduction
Volumes will return as factories
restart, may see peak for restocks

Future capacity 2.3% reduction for
a Asia-US route from May due to
sea freight alliance revisions

MED

60% China flights suspended®

Commercial flights account for
~50% of air cargo capacity, some
airlines converting flights for

-::ar?o‘ﬂi )

2x TAC index

TAC index rate +98% for US-
China, +117% EU-China2, +21%

China-US, and +2% for China-EU
since CLNY?

5% global air traffic decrease?

Decline in capacity available due
to travel ban on commercial flights

YoY global air freight belly
capacity reduction of 14% in
March 20204

Rates likely to continue to
increase

=

Logistics — transportation

o

60% truck staff available

1-14 day quarantine- and
capacity -induced increase in
freight transport times

MED

Demand for express last-mile
delivery has spiked in China due to
quarantine and social distancing

High
Trucking capacity constraints in
China likely to ease

Declines at US ports foreshadow
declines in US intermodal (rail)

Impact on freight will take an extended peried of time to correct with slower ramp -up

Logistics capacity returns but faces constraints; near -term price increases

Sources: McKinsey & Company, Baidu, WSJ, Bloomberg, Alphaliner, Quartz, TAC index, IATA, Seabury Consulting, A.P. Moller-Maersk Group of Denmark, Agility Logistics
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Customer demand

&

YN

90% decline in car sales

China consumer sentiment sharply
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Presentation Notes
Assessment of risk premium to ship raw materials on a number of shipping routes, data as of 3/13
Frankfurt  (FRA) to Shanghi(PVG) used as a proxy 
End of extended Chinese Lunar New Year holiday (2/7-3/13 for BDI, 2/10-3/2 for US-China TAC, 2/10-3/9 for other TAC routes)
Estimated prior to implementation of EU-US travel ban
Commercial flights from China
Companies such as Cathay Pacific and Singapore Airlines now starting to fly empty passenger aircrafts as dedicated cargo planes
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Sources: Wall Street Journal

WALL STREET JOURNAL LOGISTICS REPORT

NUMBER OF THE DAY

1
MILLION

Minimum number of companies world-wide
that have one or more Tier 1 suppliers
affected by the coronavirus, up from 51,000
in early February, according to Dun &
Bradstreet.
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Presentation Notes
https://logistics.cmail20.com/t/ViewEmail/d/65903D74D0308D072540EF23F30FEDED/9A73396D09C1877C2438807772DD75D1?mod=e2twlx


Edward DeMartini
VP, Air Logistics Development
North America

Kuehne + Nagel, Inc.

10 Exchange place

Jersey City, New Jersey 07302
United States

p. +1 201 413 5786

m. +1 201 957 3530
edward.demartini@kuehne-nagel.com


Presenter
Presentation Notes
“In a time of crisis, understanding current and future logistics capacity by mode—and their associated trade-offs—will be even more essential than usual, as will prioritizing logistics needs in required capacity and time sensitivity of product delivery. Consequently, even as companies look to ramp up production and make up time in their value chains, they should prebook logistics capacity to minimize exposure to potential cost increases. Collaborating with partners can be an effective strategy to gain priority and increase capacity on more favorable terms. “  McKinsey Supply-chain recovery in coronavirus times document
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