® Buyers go slow on orders as shipping costs shoot up

Frelght rates | jJump 250%
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Freight shipping costs
have increased aroumd 250
per cent In the past one
vear Overseas buvers have
started poing light on
imventory and this is likely
to affect the exports in the
coming months, finds the
industry

On an mverage, shipping
cost 1o different destina
tions has shot up by 200 to
250 per centl compared to
August last year In cases of
Latin American countries
and West Africa, the costs
are up by 500 o @0 per
cent, sald Alay Sahal
director general and CEO
of the Federation of Indian
Export Organisat jons
{Fien)

According to him, over
siens buyers are going light
on their invertory and this
is likely to allect exports as
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well as production in the
ooming months

“Earlier., the buyers
would hold inventory of up
1o aix manths as the Mreight
costs remained almos! con
stant. But now, with costs
going over the roof, many
buvers are keeping stocks
for just two months in the

hope that [reight costs
would come down in the
Tuture” he sald

Bt this will start affect
ing our exports soon and in
turn our production too

will slow down.” he added

Exporters of high volums
low-value products are the
worst hit as their margins
o not support 250 per cend
rise in shipping costs

The freight charges have
been going up drastically
ever since China revived
its exports afler getting

affected by the pandemic
China has been paving a
premium on emplty oon
tainers and rewarding the
shipping lines. Further. the
diecline in the production
of new containers during
the pandemic also alfected
the availability Fuel prices
oo are Influencing the
sls

Some In the Industry
have been alleging cartel)
sation by shipping lines as
a reason behind the steep
rise in freight charges.

“The increased freight
charges at times are much
higher than what needs o
be levied in such a situa
ton. The shipping lines,
mast of them belng foreign
companies, are function
ing m an arbitrary man
ner The shortages as well
as increase in charges oe
sometimes artificial,” said
Arun Garodia, vice chair
man, EEPC India



