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Primary Containerized Ocean Freight Flows in 2008
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Source: IMF World Economic Outlook , Bureau of Economic Analysis, Eurostat, The Economist, MergeGlobal analysis and estimates

Global containerized sea freight flows are concentrated in three regions
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Demand-pull is the most meaningful way to think about global container 

flows

Key Points
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1\ IMF estimates as of October, 2008.

Source: IMF World Economic Outlook , Bureau of Economic Analysis, Eurostat, The Economist, MergeGlobal analysis and estimates

 Global economic activity is 

disproportionately concentrated in 

North America, the European 

Union and Asia

 The consumer-driven portion of 

economic activity is even more 

concentrated in North America 

and Europe 

 Not surprisingly, global container 

flows are primarily driven by the 

fronthaul lanes from Asia to North 

America and Europe

 These two lanes effectively drive 

supply, pricing and, ultimately, 

profitability in the container 

shipping industry

 This presentation will thus focus 

on the 2 most important markets 

and how they influence industry-

wide decision making
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Households are the most important component of the demand-pull 

concept

Source: U.S. Census Bureau, European Commission, MergeGlobal analysis and estimates
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Households make consumption and other financial decisions based not 

only on ―money‖ but also on ―confidence‖

Key Points

1\ At current prices, excluding food.

Source: Census Bureau, Office of Federal Housing 

Enterprise Oversight, Bureau of Labor Statistics, Bureau of 

Economic Analysis, Federal Reserve, MergeGlobal analysis

 Much of the current discussion about 

timing the bottom of the recession has 

centered around consumers’ and 

businesses’ incomes, balance sheets 

and, crucially, access to credit

 However, sustained household 

consumption stems from both money 

and confidence, which are 

interrelated but in ways that are not 

always clearly understood

 Money and confidence can only be 

assessed in a multifactorial way:

–Retail sales

–Unemployment

–Housing starts

–Home prices

–Savings rate

–Household net worth

–Others (e.g., consumer prices)

Tracking the Confluence of Money and Confidence in North America
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Retail Sales\1

YoY% , monthly through February 2009
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Unemployment Rate
Monthly through February 2009
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Housing Starts
Millions (SAAR), monthly through Feb. ’09
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6
1\ Numbers in parenthesis are our estimated likelihood for each event.

Source: Bureau of Economic Analysis, Eurostat, MergeGlobal analysis and estimates
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A significant portion of the U.S. fiscal stimulus package is ―back-end weighted‖ 

and mid- to long-term focused—the real stimulus to the world economy will come 

from the collapse of commodity prices

Key Points

Source: Wall Street Journal, IMF, MergeGlobal analysis

 Planning and executing expenditures for $790 

billion (as approved by U.S. legislators) 

necessarily carries with it a time lag that could 

be longer than the time it takes for the economy 

to bounce back ―on its own‖  

 Moreover, by our count, at least a fifth of the 

package is devoted to long-term research and 

development (R&D) and infrastructure projects, 

the impact of which is unlikely to be felt before 

the end of 2009

 In reality, the true stimulus to the world 

economy will likely come from the share-of-

wallet impact of falling commodity prices almost 

across the board—notably oil

 Wal-Mart (with February same-store sales up 

5.1% year-over-year) has already started 

showing ―glimmers of hope‖ towards what we 

expect to be a consumer-led recovery
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(Production) markets in Asia are primarily driven by external demand

Key Points

Source: Bureau of Economic Analysis, Eurostat, IMF, MergeGlobal analysis and estimates

 As the manufacturing epicenter of the 

world economy, Asia directly 

responds to demand changes in the 

main consumption markets of North 

America and Europe (up or down)

 The bulk of Intra-Asian freight flows 

are associated with the transportation 

of components and subassemblies 

feeding (primarily Chinese) export-

oriented factories

 Recent commentary of a ―decoupling‖ 

of Asian economies from Western 

markets is, we believe, premature

 The ―shape‖ of recovery in North 

America and Europe over the next 12-

24 months will thus be the primary 

driver for trade and broader economic 

activity in Asia
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We expect a restoration of absolute ―peak‖ demand levels by 2012 in 

North America and Europe

V
o

lu
m

e
 F

o
re

c
a
s
t in

 K
e
y
 F

ro
n

th
a
u

l
T
ra

d
e
s

1\ Under our ―Slow Recovery‖ scenario.

Source: MergeGlobal analysis and estimates
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We expect global flows to rebound in the 2011-2014 period
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1\ Under our ―Slow Recovery‖ scenario.

Source: MergeGlobal analysis and estimates
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The global volume distribution by trade lane suggests that ―North-South‖ and 

―South-South‖ lanes cannot make up for contractions in the Big 3 (AS, NA, EU) in ’09

(not to mention that many of those lanes are themselves connected to the Big 3)
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World trade has consistently recovered after global downturns in 

economic activity over the past 35+ years
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Source: IMF, MergeGlobal analysis
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Key Points

 Global trade has recovered from economic contractions in the past and will do so again this time around (most likely within the 

next 18-24 months)

 Claims of a ―reversal‖ of globalization are overblown, in our view: 

–Deep international linkages are difficult to reverse

–Shippers’ supply chain design and implementation decisions typically carry long-term implications

–Asian economies have based their export-led growth models over the decades not only on labor cost arbitrage but, 

crucially, on a highly capable production base   




