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Abstract

A Study on Competitive Strategy of Container Shipping Companies
in China

Gao Hui

Department of Shipping Management

The Graduate School of Korea Maritime and Ocean University

Container transport is a modern mode: of transportation. After a long period of
development, it has been a mature stage of development nowadays. At this stage,
the container transportation technology has developed maturely, and the idea of
transporting goods by means of containers has been widely recognized. On the one
hand, identified and popularized containers become an important carrier for
multimodal transport. It can be said that people’s living is now inextricably linked
to containers. On the other hand, the continued steady development of world
economy depends on containers transport, and the role of containers is increasingly
becoming more and more important. Simultaneously, we are also soberly aware
that the container shipping market is a highly free competitive market, with the
development of container transportation capacity and the slowdown of the global
economy, the container shipping industry nowadays has become an extremely
competitive period. The specific performance is as follows: Market concentration is
getting higher and higher; Mergers and Acquisitions are developing into a frequent
and common form; The scale of companies is getting bigger and bigger; The

trend of ships is larger and larger; However the freight rate is absolutely low, so
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what the container transport companies is under a high pressure. Therefore the
container transport enterprises should face up to many opportunities and
challenges. Container transport is really progressed and entered into a new period
of development. How container companies can develop and grow based on the
current market is an urgent issue of Chinese container transport enterprises.

The first part of this thesis introduces the research background, significance,
research methods and theoretical review of the study, the second part briefly
introduces the development status of the container shipping industry from both
international and domestic perspectives. Through objective comparison, it is not
difficult to analyze the competitive advantages and disadvantages of Chinese
container shipping companies, meanwhile, it obviously formulates the development
of Chinese container shipping company’s competitive strategy, eventually the
enhancement of Chinese container shipping company’'s competitive strategy,
implementation of competitive strategy can promote the development of Chinese
container shipping company.

Through concrete and specific research, Chinese container shipping companies
should adopt and focus on the business strategies in order to achieve new
competence due to the great the external environment. Under the guidance of the
correct corporate strategy, it can be visual that Chinese container shipping
companies can achieve the more significant accomplishments in a fiercely

competitive marketing environment.
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8) AXZHE A, http://cafe.naver.com/ilovevalue/285.
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A3 AA Aeol & Ak

A AA AEoly iAo A&
LA i 299 9E g5 du G2 24 37k {4

Ao20166d 2o F2 FAE olof7t wdde] AHdEe FA¥ SCFIHE A7}

265613 22/TEU] 23th. T=o] dfd =2 ofrlof o] AbdAtEol 3

o ;
0g FQa A2 ke A S BAR Fu 25| FrhYc
<E 32>+ 2016~2017d= VIO R A4 FEIPY] £ e dt AFES
LUFERH I gl
<3 3-2> Sub-route Spot Market Freight Rates (SCFI)
China-Europe China-Mediterr | China-Western China-Eastern Taiwan, China
Year (Basic Port) anean (Basic America (Basic | America (Basic (Kaohsiung)
< ($/TEU) Port) ($/TEU) Port) ($/TEU) Port) ($/TEU) ($/TEU)
Freight : YoY Freight : YoY Freight : YoY Freight : YoY Freight : YoY
Rate : Growth Rate : Growth Rate : Growth Rate : Growth Rate : Growth
2016 | 705.33 : 13.34% | 698.84 : -3.87% | 127439 : -15.2% | 2096.24 : -34.0% | 153.41 : -21.0%
2017 | 879.50 } 24.69% | 828.13 ! 18.50% | 1497.27 i 17.49% | 2478.35 i 18.23% | 156.68 | 1.48%
China-Southeast Kansai, Japan Kanto, Japan Hong Kong,
K i K X K K South Korea
Asia (Singapore) (Basic Port) (Basic Port) China (Basic
Year (Busan) ($/TEU)
($/TEU) ($/TEU) ($/TEU) Port) ($/TEU)
s : : : : H
Freight : YoY Freight : YoY Freight : YoY Freight : YoY Freight : YoY
Rate §Growth Rate §Growth Rate §Growth Rate §Growth Rate iGrowth
2016 69.98 i -63.28 | 186.65 i 57.43% | 185.27 i 29.38% | 57.00 i -1.96% | 103.35 } -35.46
2017 | 148.10 : 111.6% | 214.67 : 15.01% | 215.02 : 16.06% | 61.27 7.49% | 139.71 } 35.18%
South America ANZ South Africa . .
West Africa Persian Gulf
(Santos) (Melbourne) (Durban) .
Year (Lagos) ($/TEU) | (Dubai) ($/TEU)
< ($/TEU) ($/TEU) ($/TEU)
Freight ! YoY Freight ! YoY Freight : YoY Freight ! YoY Freight ! YoY
Rate §Growth Rate §Growth Rate §Growth Rate §Growth Rate iGrowth
2016 | 1651.9 : 265.3% | 528.43 i 7.79% | 580.39 i -17.8% | 1190.63 i -18.5% | 405.33 i -22.4%
2017 2675 1 60.79% | 646.92 i 22.42% | 1153.85 : 98.81% | 1802.54 i 51.39% | 634.77 i 56.60%

Source: Shanghai Shipping Exchange, Shanghai International Shipping Research Center
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<9 3-2> 2016 and 2017 Pacific Route Ship Structure According to Capacity

m 2016 m 2017

v, —
e
409% oo B s e
[0/ J SUSNNSSRNSSSSS - I———
Yy e .
0% | _ N = -
0% -

9,9 6-;‘}':3:9 @Qﬁ
S g g’ﬁv@" 7

Source: Alphaliner, Shanghai International Shipping Research Center

<9 3-3> 2016-2017 Asia-Europe Route Ship Structure According to Capacity
m 2016 m 2017
80% - N e S Y

Source: Alphaliner, Shanghai International Shipping Research Center

_16_

Collection @ kmou



3. 2018 AdoluAde HEy &7 AAfHF Fxo HE A
2018 1% TEUol A e Aulo] & 89x o2 =1 5 198000 TEUo]Ae] Alufo]
337 o] AA % A 68UTEUR 2hd 57 the] 66.3% =7Fs] tha Auke] H@

Aol &% Ak AdoluMel v i AZe WA BRE Begn @
2 AAee] 227 oAl TAHAY A 8GR gdme] AW AL A
o]t}

<9 3-4>% 2016~2017d 293t o FRE AHoYAdY JFEE YEh
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P

<Z1¥ 3-4> Concentration of comparison between shipping routes in 2016 and 2017

WHHI (200 ) =HHL ( Jiy 207 )

4. @& Ao ATs 7k A4 e A

2017 %, Maersk e}Qlo] dH-23 Fr & Qlgs] dn FE2E AT
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HHIA| 4= 913014
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<3 3-3> Aviation Enterprise Background Terminal Operator List

Shipping CaI_)a_city Market Corresp_onding Equity Market
Company (Million Share terminal thr_oughput Share (%)
TEU) (%) operators (Million TEU)
2M Alliance 703.0 32.7 57.0 8.3
Maerak 354.7 16.5 AP Moller Port 35.9 5.2
MSC 313.1 14.6 | TIL 18.4 2.7
Hyundai M.M. 35.2 1.6 Hyundai M.M.* 2.7 0.4
OCEAN Alliance 606.3 28.2 46.5 6.8
COSCO 181.8 8.5 COSCO Port 29.4 4.3
EMC 107.0 5.0 EMC 7.5 1.1
CMA CGM 250.3 11.6 ’é&i oM 2; 82
OOCL 67.2 3.1 OOCL 3.3 0.5
THE Alliance 202.9 9.5 10.0 1.3
NYK 53.8 2.5 NYK 3.0 0.4
YML 58.0 2.7 YML 2.4 0.3
MOL 56.9 2.7 MOL 2.4 0.3
K Line 34.2 1.6 K-Line 2.2 0.3
Hanjin - ~ Hanjin 6.3 0.9
Total 1512.2 70.4 Total 119.8 17.3

A} & © Aphaliner. 723w,  AEBEHGE OB E Gk @ BEGR Tk & f3 20155 4F K #idis)

6. G ZolE S7kst AL e S8 St
Ao Ao AEHe AAg veaty] e eSS Wale A4S Ay A%
At HLASH Az AAY A GRS Qe Yo Muks o ksl A7}

A%aAA Soluta Qiek. o defubuish olel e A Fea xS WA

A o Ao dElnpute] 3ES 53 F Atk Maersk &%, 4EONE, B H
& Auk A A 5 dEAFES] ESAQ 7lES dld S&37] AlFEla, o
Ves B9 A A nds AEE AdAE tagetn 9UrE A7t
=

- 19 -
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1) TOP 20 Aeely 71 AA=ZF &9 ¥s}

2018 49 Alphalinerol A 233 AAF dolHe <29 3-3>3 Zo] et
=23 TOP 20 A7 3AF & A9 3709l AR 3AE o] %3] Maersk,
MSC, CMA CGMeo|iL ol&= =24 A9 451%E AAsta dot. 28l I+

2F AL dE BW BRI EBE. b 5 3AE AgeR IEY
TOP 20 =9l ALttt

<9 3-5>% 20189 4€ A AA el 209 el £ek= Fo HHoly A
AHEO F5ESs YEY

e OEI‘

i

=

o)
P

R

<19 3-5> Ranking of Transport Capacity of Top20 Large-Scale Liners in April
2018

Rank | Operator ! Share Existing fleet | Orderbook.
aers) 4,157,

Hapag-Lloyd 1,590,699
1,529,951 7.0
1,088,509

@ N a o Rl i n Y
R AF IR R RS

104,071 0.5%
96,383 0.4%
78,966 0.4%

Source: Alphaliner( Data of April 2018)

2) Aeoly sl AAH Ad

A A 20161 oW g F AT S 2
TOP 20 A71A 3|AF FolA BUiET 12870 A4 AAE Boka, 2177]0
= 71e A7) A BE fole] MAEy] AlAgth 1% CMA CGM9] A A o
wol =], 12387 ¥ 792 6.289 & 2t}

2017d A7 AF 7
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<HE 34> 2010~20173 717 FoF 2 AHOY AAES go]e)S H]

=z
Fa AT

<3 3-4> Major liner operating profit for 2010-2017 (millions of US dollars)

The First
2010~
Shipping Three
2010 2011 2012 2013 2014 2015 2016 2016
Company Quarters of
Total
2017
Maersk 2820 -482 525 1571 2504 1431 -376 7993 493
CMA CGM -—- -—- -—- 708 956 894 -452 2106 629
OOCL 923 -118 229 57 230 276 -274 1323 -—-
Wan Hai
. 343 -12 98 75 171 122 38 835 66
Lines
Hapag-Lloyd 779 131 34 92 -509 407 -115 819 6
EMC 436 -169 -37 -25 120 -117 -221 -13 229
K-Line 350 -465 64 -1 160 -15 -~ 93 -—-
NYK 402 -519 -24 -7 39 37 -—= -72 -—-
YML 528 -363 -65 -293 88 -197 -499 -801 -3
Hyundai
580 -323 -226 -161 -215 -216 -—= -561 -—-
M.M.
COSCO 1211 -1433 -343 -562 152 -221 -1506 | -2702 415
Zim 115 -259 -206 -161 -12 118 -168 -573 28
APL 492 -424 -250 -234 -139 -98 -1196 | -1849 ---
MOL 471 -361 -109 -1410 -204 -180 -—= -1793 -—-
Total 9450 -4797 -310 -351 3341 2241 -4769 4805 1863
Source : Xu Jianhua, "2015 major transcripts and seven years cumulative report card",

Alphaliner, Shanghai International Shipping Research Center
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<19 3-6> The Overall Operation of Major Liner Companies in 2015-2017

W EBIT (Sbn) Operating profit margin
8%
6%
4%
2%
. 0%

o
\s\“

-4%

W ON R O R N W M

-6%
1015 2Q15 3Q15 4Q15 1016 2016 3016 4Q16 1Q17 2Q17

Source: Drewry, Shanghai International Shipping Research Center

2.2017d =29 Aeely A7 AR e e

D =24 Addoly s 5] we St

20174 == A B717F AHHUA FA FA= FobA] AFEAL
H O AAY] A= FokA7] Azt 2R F9 FUF e 7HEE HAh
2017d =29 HHolY 3% EsdFE 1919TEUEA 7] uiH] 512% A3t
of W e AdsAnh.(20169S &7] ] 3.77% S
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<19 3-7> Global Container Traffic Volume From 2007-2017

Million TEU B Global Container Volume - . Year-On-Year Growth

250 - - 15%
L 100

200 A e

- 5%
150
- 0%
100 -
- -5%

501 - -10%

- -15%
?00) ?00& 9009 90,0 9077 2072 ?073 3074 ?073 9076' ?07)‘

Source: Clarkson, Shanghai International Shipping Research Center
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<Z1¥ 3-8> Shipping Volume of Container Liners From 2007-2017

Million TEU Asia-Europe e=———@ The Pacific Ocean — —The Atlantic Ocean Million TEU
35 - South-North Within The Area 90
e L
30 | 80
- 70
25 A
- 60
20 A - 50
15 - - 40
r 30
10 A
_ = - 20
~—_— e — — =AY XTI, T
6 - 10
0 0

900) 9006’ 9009 2070 2077 ?07? ?073 on 9075 2076‘ 207)»

Source: Clarkson, Shanghai International Research Center
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7% Aoln,
<19 39> Fa Adolidel AAL Uein 9o <1d 31058
011~20174 Alole] F= A”old Aol £as FFA5E ez Aok

<a¥y 3-9> Total Capacity of Global Container Market From 2010 to 2017

(Distribution by Ship)

Million TEY " DeepSea 12000+ TEU s Deep Seas,000-11,999 TEV

b s Indesmediale 3,000-7,999 TEU e Feeder 100-2,999 TEU
Total Capacity Growth

2000

# & 3 33

i

I

0z 207, 07,

77

Source: Clarkson, Shanghai International Research Center

<29 3-10> Global Container Market Supply and Demand Balance Index for
2011-2017(1996=100)

W Year-on-Year Growth in Shipping Volume ‘Year-on-Year Growth of Total Capacity essssssss Indes of Supply and Demand

l[l[

<oy, <07, <07, <075 <075 <0y,

FANARAIARY
3 388 2 83 8

Source: Clarkson, Shanghai International Research Center
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<219 3-11> Annual Container Freight Market Trends (CCFI), 2007-2017

China export container freight comprehensive index
1400 -

1300 -
1200 A
1100 A
1000 A
900 4
800 4

700 -
The lowest point

600 e |e e Ll lebjd 5b L] L] _l ..... I-
%> <099 <V0q 9070 07, <07, 075, V7, V75 075 075

Source: Shanghai Shipping Exchange, Shanghai International Research Center
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<19y 3-
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Source:

12> The Mean of CCFI, 2007-2017

Month—on-Monith Growth
40%

 The mean of CCH —

- 30%
- 20%
L 10%
- 0%
-10%
- -20%
-30%

W, gy Yoy Vny By oy Fory Vrp s 15 2y,

Shanghai Shipping Exchange, Shanghai International Research Center

2) 20174 Aeleld A £8le] <N>FA(FE F7D)
2017 CCFL £9] 714 A% 5 8 027 %ol olq <M>HAE vhehd
oA Q4 718 9 wel 19 29 AL dF gdch AnAd o
F 82 2P $E% 9% 4% 7 o "elHt 9§ wo £9 AL
2985 Mo "oix 39 el T8ISA Yol AT 1 F AR Ak o
g8o] 353 Aoate ¢ /) B2 £ AR B 45 FAS de,
3871 ©4 94700 A4AD A% 3B BEY Hde FTAN, 99 HHe
4% FAS e AT A4 A NG dA Fke dEgge v
o AA Y FAhe mag wE FAE dehin 2 Fo g2 249 gus A
9 ®u ohle A% ¢ HAE "ol £4 A4 A% HAAA T6314%
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<1¥ 3-13> China Export Container Transport Market Price Trend in

2017

China export container freight comprehensive index
900 -

830 4 dhe highest 877.89
860 -
840 -
820 -
800 -
780
760 A Thedawest 763.10)

?40 T T T T T T T

Y Fep M Y, Y, 4 S@ O /V
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Source: Shanghai Shipping Exchange, Shanghai International Research Center

A3d 9= Fo Aol Mo APy} de

1. Maersk

Maersk LineAt= AAlGA AL 2 AE oYM 3|Alolt}, o] = Maersk sealand
Akt @=P&O NedlloydAh7b &8 2 72 4 5 A 3JAtd A4 A AlA A
Holu sl A el 19%E5 AA st 20179 L7hA] 7009 2 o Mubg afrdha 9

9) EIPREE &Y EH T E E IR Shttp: //www.sohu.com/a/220642895_673751.
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oh 2ol A A AY 2 3EF AeEoludy F AR 2 shuvtg 7o)
U4 Emma MaerskS ¥33l3 QIth Maersk A uF3]AFe] A =287 2 o] A4
ub (2,054k TEU) #} 3897 9] Jujasak (1510k TEU) o9tk 20179 @74A %
L2 566U TEU 2at9lal <& 3-5>oA4 vehlls Ax 2ol 20169 & o
H 10.0% 17 = AT

<3 3-5> Maersk Fleet Overview

FLEET OVERVIEW

TEU Number of vessels

2017 2016 2017 2016
Own container vessels
0-2999 TEU 120217 127624 62 66
3000-4699 TEU 304029 343567 74 83
4700-7999 TEU 178522 241566 28 37
>8000 TEU 1451220 1216532 123 106
Total 2053988 1929289 287 292
Chartered container vessels
0-2999 TEU 414729 383383 216 200
3000-4699 TEU 271116 197072 67 49
4700-7999 TEU 390463 425540 66 70
>8000 TEU 433262 304132 40 28
Total 1509570 1310127 389 347
Newbuilding programme (own vessels)
3000-4699 TEU 25172 25172 7 7
>8000 TEU 229990 363282 13 20
Container vessels total 255162 388454 20 27

Source: Maersk 2017 Annual Report
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<19 3-14> Average Volumes, Freight Rates and Unit Cost (floating)

AVERAGE VOLUMES, FREIGHT RATES AND UNIT COST (floating)

@® Volumes (‘000 FFE) @ Freight rates (USD/FFE) Unit cost floating bunker

2013 2014 2015 2016 2017

Source: Maersk 2017 Annual Report
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Maersk AEFS|AL A|wks] A4 9 ol <FE 3-6>A FEAG npe}
ok 2017 3AF Gl 2389 &l ekl 2016 Fdele 2079 whiH]
145% S7ketgieh 4ol S7ke 11L7%] dit 9 7H4 A4, 3%e A A%

Dgst AYHoz Auch ALY volez 4 % FiE AE A9 43% 2

<3 3-6> Maersk Line Financial Highlights(exciuding Hamburg Sud)

Maersk LINE FINANCIAL HIGHLIGHTS(exciuding Hamburg Sud)

<USD million> 2017 2016
Revenue 23,793 | 20,715
Profit/loss before depreciation, amortisation and impairment

losses/, etc.(EBITDA) ’ ’ 2631 1,525
Depreciation, amortisation impairment losses, net 1,997 1,946
Gain on sale of non-current assets, etc. net 110 25
Profit/loss before financial items(EBIT) 744 -396
Tax 160 +20
Net operating profit/loss after tax(NOPAT) 584 -376
Underlying profit/loss 521 -384
Cash flow from operating activities 2,389 1,060
Cash flow used for capital expenditure -1,960 -586
Invested capital 20,530 | 20,082
ROIC, annualised 2.9% -1.9%
Transported volumes(FFE in ‘000) 10,731 | 10,415
Average freight rate (USD per FFE) 2,005 1,795
Unit cost (USD per FFE inct. VSA income) 2,079 1,982
Average fuel price (USD per tonne) 320 223
Maersk Line fleet, owned 287 292
Maersk Line fleet, chartered 389 347
Fleet capacity (TEU in ‘000) 3,564 3,239

Source: Maersk 2017 Annual Report
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85.74% Z7Fetgich. T =ul Fm=e] o 20161d 157.58W T Hefe] ]3]
195329 vt 2e] 2 2397% Z7}akl et

<3 3-7> Container Shipped (TEU)

year-on-year
Routes 2017 2016 :
increase(%)

Pacific routes 3,093,349 2,501,040 23.68
Asia and Europe

) 3,871,055 3,608,717 7.27
(Mediterranean) routes
Asia Pacific Region routes | 5,638,301 4,427,274 2'7.35
Other international regions | 1,899,040 1,219,626 55.71
China domestic routes 6,412,001 5,146,133 24.60
Total 20,913,746 16,902,790 27.73

Source: COSCO Shipping Holding Co., Ltd. Annual Results for the Year Ended

<% 3-8> Revenue from routes (million USD )

year-on-year
2017 2016 :
increase(%)
Trans-Pacific 350.27 272.65 28.48
Asia and Europe(including the
) 292.24 225.06 29.85
Mediterranean)
Asia Region(including
. 265.70 186.50 42.46
Australia)
Other international
o ] ) 147.46 79.39 85.74
region(including the Atlantic)
China 195.32 157.58 23.97
Offset of internal transactions
299.38 32.81 --
among routes
Total 1221.22 888.45 37.45

Source: COSCO Shipping Holding

Collection @ kmou

Co., Ltd. Annual Results for the Year Ended
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Freight The . .
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Establish 1904 1970 1978 1961 1998
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2010-2016
Revenue
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