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Vehicle Logistics

ECG survey confirms reducing logistics capacity as costs rocket

Logistics service providers fear lost capacity will hinder market recovery

Brussels, Wednesday 26 January 2022

The Finished Vehicle Logistics (FVL) industry fears for the future as costs rise
at an unprecedented rate across the board

The industry continues to face an unprecedent crisis as rising costs wipe out profit
margins and capacity has reduced significantly when volumes fell. Many costs the
industry faces, such as driver wages and the raw materials needed for ships, trucks
and rail wagons, are rising far faster than the, already high, headline inflation rates.
Fixed contracts, that make no allowance for these exceptional circumstances, have
left carriers losing money on every car carried and investment in assets has all but
dried up. The industry which was hard hit first by Covid and then by the impact of
material shortages in the automotive sector, is now hoping for a market recovery but
is unable to reinvest.

In the maritime sector the time charter rates for Pure Car & Truck Carriers (PCTCs)
have tripled in little over a year in a sure sign of a capacity squeeze that shows no sign
of abating. Looking ahead the very low order book for new vessels indicates that rates
will only go higher as recovering volumes will make the lack of capacity, already
restricted by new regulations, even more critical.



The road transport sector is experiencing very long lead times for new trucks but, even
more worrying, has no-one to drive them! The long-term driver shortage, a global
issue, has become an existential problem for the FVL sector. With no cars to move
many drivers have now found work in other sectors, and they will not return to what is
one of the toughest jobs in the industry.

ECG recently surveyed its members to understand how capacity and costs have
changed during the past two years. Specifically, this covered the years 2020/21. The
findings of the survey reconfirm fears which were already expressed by ECG in a
recent press release.

Survey findings

More than half of the members, operating across all modes of transport (road,
shipping, barge and rail), reported that capacity decreased during the past two years.
Furthermore, 91% of the respondents indicate that the main reason for these
reductions is linked to material shortages (especially microchips) and the consequent
volume reductions in the automotive sector rather than Covid and lockdowns.

Data gathered from the survey shows that trucking companies and shipping lines were
especially hard hit. The weighted average reduction of capacity for the trucking
companies who responded is 21%. This means that an estimated 1,200 trucks have
disappeared from the industry, compared to two years ago, just amongst these
carriers. As for shipping operators, the capacity decrease shows a weighted average
of 6% with individual responses indicating reductions of between 2% and 50%.

When it comes to costs these have all increased significantly since January 2020. For
shipping and barge companies fuel costs went up by 60%. Wages, especially for
drivers, have increased hugely in many regions with some operators awarding 2 or
even 3 pay rises in a year in an attempt to retain staff. Many raw materials, such as
steel and copper, have also seen enormous rises in the period.

As the sector looks ahead to a hoped-for recovery in volumes operators, who have in
many cases seen reserves wiped out, are questioning how they will invest in new
capacity against a background of rising inflation and interest rates. For truck operators
these fears are compounded by the fact that drivers who have left the sector to work
elsewhere are unlikely ever to return.

Mike Sturgeon, Executive Director of ECG, said “Even after the financial crisis | did
not hear such negative feedback from the industry as | hear today. Fortunately, even
the automotive manufacturers are realising that capacity is no longer there to move
their vehicles and the industry now needs to work together to build a sustainable
future.”

The results of the survey can be found on the website here. The picture depicted by
the survey reinforces the need to adopt the 5 point action plan published by ECG in
October 2021.



https://ecgassociation.eu/news/press-releases/
http://ecgassociation.eu/wp-content/uploads/2022/01/Survey-of-FVL-Capacity-and-Costs-Analysis-final.pdf
https://ecgassociation.eu/industry-topics/chip-shortage/

Note to editors:

ECG is the established European platform for the outbound automotive logistics sector
bringing together logistics service providers, manufacturer logistics managers and
suppliers to the sector. ECG aims to facilitate non-commercial collaboration between
member companies and assist them in sharing best practices in many operational
areas, especially the harmonisation of operational standards.

For more information, please contact:

Mike Sturgeon

Executive Director

ECG — The Association of European Vehicle Logistics
+32 2 706 82 80

info@ecgassociation.eu

www.ecgassociation.eu

About ECG

ECG, the Association of European Vehicle Logistics, has been the voice of the
Finished Vehicle Logistics industry in Europe since 1997. ECG represents the
interests of more than 140 member companies and partners, from family owned SMEs
to multi-nationals, and is the major champion of the European vehicle logistics sector.
ECG represents all transport modes at EU level — road, rail, maritime and fluvial. ECG
Members provide transport, distribution, storage, preparation and post-production
services to manufacturers, importers, car rental companies and vehicle leasing
operators across the EU as well as in Norway, Switzerland, the United Kingdom,
Turkey, Russia, Ukraine and beyond. They own or operate more than 380 car-carrying
ships, 14,900 purpose-built railway wagons, 28 river barges and more than 27,800
road transporters.

As a major employer, the finished vehicle logistics sector plays an important role in
contributing to the economic success of the European Union. ECG members have an
aggregate turnover of around €24.5bn and their economic impact on companies
associated with the sector is estimated at €64bn. More than 112,000 Europeans are
employed directly by the vehicle logistics industry and an additional 230,000 are
indirectly employed in this sector.
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