
 

 

A giant ship wedged across the Suez Canal, record-
breaking shipping rates, armadas of vessels waiting 
outside ports, Covid-induced shutdowns: container 
shipping has rarely been as dramatic as it has in 
2021. The average cost of shipping a standard large 
container (a 40-ft equivalent unit, or FEU) has 
surpassed $10,000 USD, some four times higher 
than a year ago (see chart). The spot price for 
sending such a box from Shanghai to New York, 
which in 2019 would have been around $2,500 USD, 
is now nearer $15,000 USD.  

In response, some companies are resorting to 
desperate measures. Peloton (the maker of pricey 
exercise bikes) is switching to air freight. But costs are also sky-high as capacity, half of it 
usually provided in the holds of passenger jets, is constrained by curbs on international flights. 
Home Depot and Walmart have started chartering ships directly. More containers are travelling 
across Asia by train, and some are even reportedly being trucked from China to Europe, then 
shipped across the Atlantic to avoid clogged Chinese ports.  

Trains, plains and trucks can only do so much, especially when it comes to shifting goods 
halfway around the planet. Container ships lug around a quarter of the world’s traded goods by 
volume and three-fifths by value. The choice is often between paying up and suffering delays, or 
not importing at all. For years container shipping kept supply chains running and globalization 
humming. Shipping was so cheap that it was almost immaterial. But disruption after disruption 
means that the metal boxes are losing their reputation for low prices and reliability. Few experts 
think things will get better before early next year. The dislocations could even hasten a 
reordering of global trade. 

A system stretched to its limits is subject to a cascading effect. Rerouting and rescheduling 
would once have mitigated the closure of part of Yantian, one of China’s biggest ports. But 
without spare capacity, that is impossible. “All ships that can float are deployed” remarks Soren 
Skou, boss of Maersk, the world’s biggest container-shipping firm. Empty containers are in all 
the wrong places. Port congestion puts ships out of service. The average door-to-door shipping 
time for ocean freight has gone from 41 days a year ago to 70 days. 



In a sea of uncertainty (pun 
intended), one bedrock remains. The 
industry, flush with profits is 
reacting customarily, setting an 
annual record for new orders for 
container ship capacity. But with aa 
2-3 year wait, these new ships will 
not start to operate until 2023 at the 
earliest. The impact of higher 
shipping costs depends on the good 
being transported. Those hoping to 

important cheap and bulky things 
like garden furniture might be in for a long wait, and the current price of a sofa travelling from 
China to America might add $1000 to its price tag.  

Nonetheless, for most products, shipping costs tend to be a 
small percentage of the overall cost. In turn this has limited 
the amount of “nearshoring”, except in the car industry. But 
the combination of trade war, geopolitics and Covid-19 may 
together lead trade patterns to tilt away from China. Some 
Chinese firms and the companies they supply are relocating 
production to lower cost countries to diversify supply chains 
and circumvent trade barriers. Tariffs imposed on China by 
the previous Trump administration saw the volume of trade 
from China to the United States fall by 7%. But American 
imports remained stable overall as places like Vietnam and 
Malaysia took up the slack.  

Building buffers into supply chains is costly, but conversations about deglobalizing are starting 
among some markers of low-cost clothing and commodity goods. If high costs and delays in 
shipping persist, some will judge that the benefits of proximity to suppliers outweigh the costs of 
bringing in goods made far away. With few alternatives to ships, the only choice will be to move 
the factories that make them. 

Be safe, be well! 
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