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GROWTH DESPITE UNCERTAINTY IN NORTH EUROPEAN
CONTAINER MARKET

North European containerport demand has expanded rapidly over the past decade, despite some
dowdown in the pace in 2001. Growth has been driven primarily by trade expansion and the
associated globalisation of manufacturing industries. The strongest growth has come from deep-
sea demand, and this has placed increasing pressure on infrastructure investment, particularly in
the port and intermodal sectors.

Despite this expansion, mgor uncertainties which are explored this study include the
sustainability of growth, the reconciliation of investment requirements with important
environmental considerations, the scope for productivity improvements in releasing latent
capacity, the role of transshipment, competition from Mediterranean hub ports, the likely pace of
demand growth in Eastern Europe, the implications of increasing vessel size on draught and
access requirements, especially for river-located ports, the role of internationa stevedoring
companies, the search by magjor carriers for dedicated termina capacity, and the potential impact
of proposed EU ports palicy initiatives.

The study analyses the historical evolution of demand and recent developments for each port.
Future demand is forecast to 2015 for direct deep-sea, direct short-sea and transshipment flows.
The moda distribution for each magjor port — including road, rail, barge and transshipment — is
assessed, and the modal alternatives to the Eastern European markets are examined.

On the supply side, current investment projects and plans are evaluated, and the resultant
prospective development of port capacity is quantified to 2010. Prospective demand and supply
are compared, in order to identify potential under-utilisation or capacity shortfals. Container
handling capabilities are dso quantified, and port productivity levels are calculated in terms of
berth and crane utilisation levels.

Findly, the study reviews container shipping trends, with particular emphasis on the continuing
advance in vessdl sizes. The implications for port development are examined, in light of current
port locations and water-depth restrictions. Container volumes, shipping capacity and freight
rate trends in the North European trades are analysed, and container trade forecasts are
presented.

The following highlights some of the main findings of the report:

In 2001, North European containerport demand reached 31.41m TEU — 50 per cent up on the
1995 level and double the 1990 level. Growth has occurred in every year over the period, at
an average of 6.7 per cent since 1991 and 7.0 per cent since 1996.
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Over 1990-2001, direct deep-sea flows nearly doubled to 14.01m TEU, in the context of a
relatively stable market share of 45-47 per cent. The share of transshipment traffic increased
from 14.1 per cent to 21.4 per cent over the same period, representing a threefold growth in
throughput to 6.72m TEU. Increased intra-European trade and pressure on inland transport
infrastructures have also created a policy incentive to boost the role of short-sea shipping.
Direct short-sea traffic at North European ports increased by 74 per cent to 10.67m TEU
over 1990-2001, athough its share declined from 39.9 per cent to 34.0 per cent.

The eastern north continent’s share of the North European transshipment market rose from
41.0 per cent in 1990 to an estimated 50.1 per cent in 2001. This has resulted from the
increasing importance of feeder traffic for Baltic ports serving Eastern European markets,
and latterly from a significant transfer in container volumes from Rotterdam to the German
ports, accompanying the establishment of a dedicated terminal at Bremerhaven for Maersk
Sealand.

For most of the 1990s, the UK also gained share in the North European transshipment
market, but after reaching a peak of 19.2 per cent in 1999, its share fell back to an estimated
15.6 per cent in 2001. This has accompanied atightening of capacity in the UK and a
decision by the port of Felixstowe to concentrate more of its available resources on
import/export volumes.

Table 1
North Europe: Containerport Throughput by Port Regions, 1990-2001

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

‘000 TEUS
N.Continent West 6550.4 6894.2 75412 7564.3 8329.8 8704.2 9288.0 10233.4 11255.4 12103.8 12696.9 12525.8

N.Continent East 3166.8 3467.2 3584.7 38453 4230.4 44084 4607.0 50574 53929 60153 7054.7 7663.6
UK/Irdland 3816.1 40784 4320.8 45134 48989 52729 5680.0 60712 6567.0 70748 75024 7403.6

Scandinavia 14243 14577 15534 17308 2017.7 20285 22594 24606 24655 25131 27088 27388

E/SBdltic 4341 3418 3303 4022 4642 5469 6597 7180 7204 7076 8034 10736
Total 15391.7 16239.3 17330.2 18055.9 19941.0 20960.9 22494.1 24540.7 26401.1 28414.6 30766.1 31405.4
Growth rate (%) 55 67 42 104 51 73 91 76 76 83 21

Percentage share
North Continent 631 638 642 632 630 626 618 623 631 638 642 643

- West 426 425 435 419 418 415 413 417 426 426 413 399
- East 206 214 207 213 212 210 205 206 204 212 229 244
UK/Ireland 248 251 249 250 246 252 B3 247 249 249 244 236
Scandinavia 9.3 9.0 9.0 96 101 97 100 100 93 838 88 8.7
E/SBaltic 28 21 19 22 23 26 29 29 27 25 26 34
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Ocean Shipping Consultants Ltd

The future development of the North European market for containerised cargoes will be
determined by a number of factors, including macroeconomic, container-specific and
regulatory factors. The relation between macroeconomic growth and trade growth is
fundamental to the development of direct import/export flows. The development of the
transshipment sector will be a compound of economic growth induced demand and the
policies of major operators in converting direct flows into transshipped flows.

2



Other issues facing the North European port industry include the continuing shift in favour
of larger vessdls, shipping line investment in container terminas, the internationalisation of
the container stevedore industry, the development of intermodalism, competition from
Mediterranean ports, environmental pressures and attempts to place European portsin a
single regulatory framework.

This study employs two cases of macroeconomic growth as a basis for forecasting
containerport demand to 2015. Over the longer term, the base case is considered the most
likely course of development. The low case defines the likely lower limit of average GDP
growth.

Depending on the economic scenario, total North European containerport demand is forecast
to increase within arange of 58-69 per cent to 49.5-53.0m TEU over 2001-10. Further
expansion of 25-31per cent is forecast to 62.1-69.2m TEU over 2010-15.

Although very voldtile, the North European transshipment market has expanded at an
average rate of 9.7 per cent since 1995. In the base case, average annua growth is forecast
at around 8.2 per cent through to 2005, dropping to 6.0 per cent over 2011-15. In the low
case, the forecast average annual growth declines from 7.5 per cent to 5.0 per cent. This
trandates into expansion of 79-92 per cent to 12.01-12.92m TEU over 2001-10, followed by
28-34 per cent to 15.33-17.29m TEU over 2010-15.

It is expected that surplus container handling capacity at continental ports will coincide with
tightening capacity availability in the UK. Under these conditions, transshipment business
will migrate from relatively well utilised UK terminals to underutilised continental
aternatives. The growth of East European economies will continue to boost the
development of transshipment in the eastern north continent. It isforecast that its share will
rise from 50.1 per cent in 2001 to 55.5-56.3 per cent in 2015. That of the western north
continent is forecast to move from 34.2 per cent 32.4-34.2 per cent over the same period,
whilst the UK’ s share is forecast to decline from 15.6 per cent to 9.4-12.0 per cent.

Table 2
North Europe: Forecast Containerport Throughput by Port Region to 2015

Base Case Low Case

million N. Continent British Scandi Other Total N. Continent British Scandi Other Total
TEUs West East Ides navia Bdltic West East Isles navia Bdltic

2000 1270 705 750 271 080 30.77 1270 705 750 271 080 30.77
2001 1253 766 740 274 107 3141 1253 766 740 274 107 3141
2005 1531 1029 89 330 203 39.88 1520 1008 863 325 174 38.91
2010 1977 1442 1121 420 341 53.01 1901 1352 1045 402 251 4951
2015 2528 1938 1409 523 522 69.19 2355 1758 1255 490 348 62.05

Source: Ocean Shipping Consultants Ltd



FIGURE 1
NORTH EUROPE: FORECAST CONTAINERPORT THROUGHPUT BY TYPE OF TRAFFIC -
Base Case
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