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Challenging business environment — fall in cargo volumes hit most Baltic ports in half one 2009

Vast majority of the ports (74%) reported either
some or strong fall in cargo turnover in the first
half of 2009. Some 30% reported on strong fall.
Cargo turnover development has been most nega-
tive among big-sized Baltic ports. Also the number
of ship calls has been decreasing: 38% of the ports
reported decline.

Over one third of the ports considered inadequate
demand as one of the most important bottlenecks
impeding the development and growth of the port.
The majority (59%) of the respondents believes
that ports handling mainly non-bulk cargo will be

the ones to suffer the most from the economic
downturn and those handling mainly liquid bulk to
suffer the least.

Compared to the previous Barometer larger share
of the ports expect the competition to intensify. In
the challenging business environment 90% of the
ports have adjusted their business operations to
decreased volumes. 35% of the ports indicated
improvement of operational efficiency as means
used already in 2009. 24% of ports have made
personnel cuts and 37% have postponed or recon-
structed investment and development plans.

Lowest cargo volumes already reached in the Baltic Sea region?

Vast majority (71%) of the respondents of the Bal-
tic Port Barometer survey believe that the lowest
quartile in terms of cargo turnover in their port is
either Q1, Q2 or Q3 2009. Q1 2009 was chosen by
38% of the ports. This implies that the lowest
cargo volumes have already been reached in the
Baltic Sea region (BSR).

Majority of the respondents believes that the peak
cargo volumes of the years 2007/2008 will be
reached in the BSR already in 2011 or 2012. One
fifth of the ports expect recovery to take longer.

Most ports fairly positive on their future cargo volume and passenger traffic development

Majority (63%) of the respondents expects growth
in their cargo handling volumes in 2010. Strong
growth is expected by only 8% of the respondents.
The average growth estimation for cargo volumes
of all the responding ports is +3.1% for the 2010.

The forecast for the development of container vol-
umes is the most positive one: 66% expect in-
crease in the volumes and only 9% fall. Some 51%
expect growth in other dry cargo volumes, 45% in

Background to the survey

A total of 51 seaport authorities around the Baltic
Sea participated in the second Baltic Port Barome-
ter survey, conducted during June-August 20009.
Of the ports that responded 22 handle less than 2
million tonnes of cargo per year, 16 ports 2-10

liquid bulk volumes and 41% in dry bulk volumes.
The views of the ports of a different size vary
slightly. The expectations of big and middle-sized
ports are somewhat more positive than those of
small ports.

Vast majority (77%) of the passenger ports fore-
casts some growth in their passenger traffic vol-
umes for the year 2010.

million tonnes and 13 ports over 10 million tonnes.
The survey was conducted by the Centre for Mari-
time Studies of the University of Turku, Finland,
in co-operation with the Baltic Ports Organization.
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Global trade and maritime transport are cur-
rently facing difficult times. There has been
a rapid shift from long term growth period
towards declining volumes and uncertainty.
The Baltic Port Barometer gathers the views
of Baltic ports on their future development.
Port and cargo flow development are consid-
ered to be important indicators of confidence
on future market development.

The Baltic Port Barometer is a survey de-
signed to provide trend information on Baltic
Sea port development, by assessing business
and traffic prospects across the BSR. The
Barometer comprises a set of qualitative in-
formation that is collected via electronic
questionnaires from top-level port authority
representatives in the BSR. It is designed to
estimate development prospects over the
short-term, 2009 to 2010, throughout the
BSR.

The Baltic Port Barometer 2009 includes 51
port authority respondents from nine BSR
countries. The Barometer reflects their views
on the expected development for the year
2010.

The Barometer was carried out by the Centre
for Maritime Studies at the University of
Turku, Finland, in co-operation with the Bal-
tic Ports Organization. The survey was im-
plemented between June and August 2009.

The Centre for Maritime Studies and the
Baltic Ports Organization wish to express
their warmest thanks to the port authorities
for contributing to the analysis and sharing
their views.

The Baltic Port Barometer 2010 is due for
publication in August-September 2010.




The respondents to the survey

Seaports invited to take part in the survey
included ports in each country in the BSR. A
total of 51 seaports participated in this second
Baltic Port Barometer survey. The largest

Finland _

Denmark _

Germany

Estonia
Poland
Latvia
Russia

Lithuania

Fig. 1 Breakdown of the respondents by location

The respondents are classified into three
classes according to the size of the port:
= Small ports: handling less than 2 mil-
lion tonnes of cargo annually
= Middle-sized ports: handling 2-10
million tonnes of cargo annually
= Big ports: handling over 10 million
tonnes of cargo annually

numbers of respondents were from Sweden,
Finland and Denmark which also have the
largest numbers of ports in the Baltic Sea Re-
gion. Ports from each country are represented.

m below 2 million tonnes
m 2-10 million tonnes
m over 10 million tonnes

Q

Fig. 2 Breakdown of the respondents by size (han-
dled cargo per year)

Hereafter, when ports are referred to as
small, middle-sized or big, it is according
to their annual cargo volumes. In the Ba-
rometer, each port has an equal weighting
regardless of its size.

The results of the survey are not analysed
at country level in order to secure the ano-
nymity of the respondents.



Ports’ views on development for 2010

Polarized views on expected economic development in the BSR

strong economic growth 0 %

moderate economic growth 43 %
no change 31%
moderate economic downturn 24 %

strong economic downturn l 2%

Fig. 3 Expected economic development in the BSR for 2010, all respondents

Ports’ views on expected economic develop- Those forecasting positive growth outweigh
ment of the Baltic Sea region in 2010 vary those expecting negative development. Big
from slightly negative to slightly positive. and middle-sized ports see the future devel-
One third of the respondents expect no opment in a slightly more positive light: 54%
changes to take place. The rest of the respon- of the big and 56% of the middle-sized ports
dents expect the changes to be moderate. expect moderate growth.
27 % m strong economic growth
56 % 54 % moderate economic growth
45 % no change
19 % 23% moderate economic downturn
27 % 25 % 15% m strong economic downturn
8%
small middle-sized big
ports ports ports

Fig. 4 Expected economic development in the BSR for 2010, ports by size class



Majority of the ports fairly positive on their cargo volume development

strong growth [l 8 %

some growth
no change
some fall

strong fall

0%

55 %
24 %
14 %

Fig. 5 Expected development of cargo volumes in respondents’ ports in 2010, all respondents

Majority of the respondents expects growth in
their cargo handling volumes whereas one
fourth sees no change. As with views on over-
all economic development, big and middle-
sized ports’ expectations are somewhat more
positive concerning cargo volume develop-
ment in their ports. Some ports expect their
volumes to decrease, but this is slightly more
common among small ports than among the
bigger ones. Big ports’ answers are more po-
larised. This is reflected especially in the nu-
merical growth estimations for the 2010: they

% 18w
45 %
63 %
27 %
23 % 25 %
small middle-sized
ports ports

range from -25% to +20%. The average
growth estimation for cargo volumes of all the
responding ports is +3.1%.

8%
m strong growth
62 % some growth
no change
15 o some fall
0
15 % m strong fall
big
ports

Fig. 6 Expected development of cargo volumes in respondents’ ports in 2010, ports by size class



Expected development of volumes in 2010 compared to 2009, by type of cargo

The ports were asked to forecast the change
in their cargo volumes from 2009 to 2010
by type of cargo. Since not all of these
categories were relevant to all 51 ports, the
number of respondents (n) in each category
is mentioned under the figures.

Nearly half of the ports expect some growth
in their liquid bulk volumes, while
approximately the same number expect no
change. Only 7% see their liquid bulk
volumes falling, while none expect strong
fall. There are no marked differences in
expectations between ports of a different
size.

Expectations in dry bulk transport are
slightly more polarised than in liquid bulk
transport. Strong growth is foreseen by 8%,
some growth by 33% and some fall by 15%
of the ports, while nearly half see no change
coming. The most positive views are among
middle-sized ports: only 7% expect some
fall, half no change and 43% growth. Big
ports are most polarised within their group:
nearly one fifth expects strong growth, one
third some growth, one third no change and
one fifth some fall.

Half of the respondents expect growth in
other dry cargo volumes. This group
includes all non-bulk cargoes. The middle-
sized ports have again the most positive
view: 75% expect some growth, one fifth no
change and 6% some fall. Within big ports
half see no change, one fourth some growth
and the views of the rest are divided.
Majority of the small ports expects either no
change (53%) or some growth (42%).

The forecast for container volumes is the
most positive one; two thirds of the
respondents expect increasing volumes, and
one fourth no change. The answers from
middle-sized and big ports are emphasized
in the results. Half of the small ports expect
no change and the rest foresee growth.

LIQUID BULK

strong growth [ 2%

some growth 43 %
no change 48 %
some fall 7%

strong fall 0 %

Fig. 7 Expected development of liquid bulk volumes, n=42

DRY BULK

strong growth [l 8 %

some growth 33%
no change 44 %
some fall 15 %

strong fall 0 %

Fig. 8 Expected development of dry bulk volumes, n=48

OTHER DRY CARGO

strong growth [l 2 %

some growth 49 %
no change 40 %
some fall 6 %

strong fall |2 %

Fig. 9 Expected development in volumes of other dry cargo

(including all unitized cargo), n=47
CONTAINERS

strong growth [ 13 %
some growth 53 %

no change 25 %
some fall 6 %
strong fall [ 3%

Fig. 10 Expected development of container volumes, n=32
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Growth prospects also for passenger traffic

strong growth 0 %
some growth
some fall

strong fall 0%

77 %
23 %

Fig. 11 Expected development of passenger traffic in respondents’ ports in 2010, n=22

Of the 51 respondents 22 have passenger traf-
fic in their port. Majority expects passenger
traffic to grow slightly in their port in 2010.
The prospects seem to be quite in line with

No major changes in capacity expected

increase considerably f| 2 %
increase
remain at the same level

decrease 2%

the prospects for cargo volume development.
Middle-sized and big ports see the passenger
traffic development in a slightly more positive
light than the small ports.

37 %
59 %

Fig. 12 Expected changes in port capacity in 2010

Roughly 60% of the respondents expect their
port capacity to remain at the same level and
37% report it to increase to some extent. Only
2% expect considerable increase. Among big

ports over half of the respondents are expect-
ing capacity increases, while among small
ports the share is less than one third.



Plans to increase investments most common among big ports

considerably higher [l 8 %

higher
at the same level

lower

25%
49 %
12%

considerably lower . 6 %

Fig. 13 Expected changes in port investments in 2010 compared to 2009

In half of the ports the investments will stay
in 2010 at the same level as in 2009, and over
one third is investing more. The shares for
those who expect to invest less are almost at
the same level as in the previous Barometer
(Baltic Port Barometer 2008). Among big

ports plans to invest more in 2010 than in
2009 are more common than in other size
classes. Well over half of the big ports will
increase their investments next year, while
28% of the small and 26% of the middle-sized
are planning to increase their investments.

Majority of big and middle-sized ports expects fiercer competition

become much more fierce l 4 %

become more fierce

remain at the same lewel

easeup 0%

51 %
45 %

Fig. 14 Expected changes in competitive situation of ports

Well over half of the respondents believe that
competition will become fiercer in the near
future. This is 12 percentage points more than
in the previous Barometer (Baltic Port Ba-

rometer 2008). Especially middle-sized (69%)
and big ports (70%) foresee fiercer competi-
tion. Only 36% of the small ports expect in-
tensifying competition.



Inadequate demand ranks high on the list of bottlenecks along with capacity-related issues

37

inadequate demand
lack of expanding areas

inadequate hinterland connections [k

environmental and/or other legislation [Z4Y

inadequate storage capacity [#4

difficulties in obtaining funding for investments

inadequate fairways [i]

fierce competition F¥

high operating costs ¥
other K0
inadequate berth capacity

inadequate cargo handling capacity

difficulties in hiring skilled labour EEZ

35%

18 %

8 %

8 %

Percentage of respondents who consider this factor to be
among 1-3 of the most important bottlenecks

Fig. 15 Major bottlenecks in the development and growth of ports

The ports were asked to list 1-3 factors that
they regarded as the most important bottle-
necks impeding their development and
growth. In the figure above, these factors are
listed according to the percentage of ports that
mentioned the bottleneck in question.

Inadequate demand is mentioned most often
as one of the most important bottlenecks. In
the previous Barometer (2008) only 20% of
the respondents ranked inadequate demand
among the most important bottlenecks.

Many of the respondents see capacity issues
of a different kind and legislative matters as

major hindrances to the development and
growth of a port. Lack of expanding areas is
the most often mentioned capacity-related
bottleneck. Compared to the previous Ba-
rometer, larger share of ports identify it as a
significant bottleneck. Inadequacy in hinter-
land connections is the second most often
listed capacity-related bottleneck. Compared
to the previous Barometer, larger share of the
respondents see it as a bottleneck.

The category “other” included, for example,
political issues and higher labour cost.



Special theme

Ports and the current economic downturn

Great majority of ports reports fall in cargo volumes in half one 2009

strong growth 0 % As expected, majority of the respondents

some growth 12 % reported either some or strong fall in cargo
turnover in the first half of 2009. In some of

0, . .
no change 14% the small and middle-sized ports growth
some fall 45 % took place but in the big ports that took part
strona fall _290/ in the survey only fall or no change was
g ° reported.
14 % 19 % 23 0%
h
14 % o m strong growt
some growth
38 % 38 %
55 9% no change
some fall
- m strong fall
small middle-sized
ports ports ports

Fig. 16 and 17 The development of cargo turnover in respondents’ ports in the first half of 2009 compared to
the first half in 2008, all respondents and ports by size class
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Economic downturn affecting also the economic performance of the ports in 2009

much better
slightly better
no change

slightly worse

0%

14 %

much worse - 20 %

29 %
37 %

Fig. 18 The expected economic performance of the respondents’ port in 2009 compared to 2008, all respon-
dents

0,

23 % 13 %

19 %
32 %

44 %
36 %

9% -

small middle-sized
ports ports

38 %

31 %

big
ports

More than half of the respondents
believe the economic performance
of their port to be worse in 2009
compared to 2008. Most negative
views are found among big ports.
Small ports see the on-going year
most positively: over half of the
respondents expect either slightly
better economic performance or no
change in 20009.

m much better
slightly better
no change
slightly worse

m much worse

Fig. 19 The expected economic performance of the respondents’ port in 2009 compared to 2008, ports by size
class
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Lowest cargo volumes already reached?

39 %

18 %
14 %

8 %

6% 49 6% 4% .

0% 0% 0% 0% 0
T \-\ T T \__\
Q3 Q4 QI Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 later
2008 2008 2009 2009 2009 2009 2010 2010 2010 2010 2011 2011

Fig. 20 Expected lowest quartile in terms of cargo turnover in respondents’ ports

Majority (71%) of the respondents believes already been reached in the BSR. One tenth of
that the lowest quartile in terms of cargo turn- the respondents date the lowest quartile to
over will be Q1, Q2 or Q3 2009 in their port. 2010 and 2% to later than 2010. There are no
If this is the case, the lowest volumes have marked differences between size classes.

General cost-cutting is the most common measure taken to adjust to the economic downturn

general cost-cutting programme [ 55 %
reconstruction of investment or development plans [ 37 %
improvement of operational efficiency [N 35 %

personnel cuts [ 24 %
none - 16 %
other [N 10 %

outsourcing [l 10 %
property sales I 2%

revision of the ownership structure | 2 %

Fig. 21 Measures taken to adjust to the economic downturn in 2009

Majority (55%) of the respondents reports the personnel cuts. The category *“other” in-
general cost-cutting programme as a measure cluded, for example, insourcing. On the
taken to adjust to the economic downturn in whole, it seems that in most ports radical
2009. The second most often mentioned measures to adjust to the recession have been
measure is the reconstruction of investment or avoided and that the emphasis has been in
development plans. One fourth reports also overall cost reductions in 20009.
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Economic downturn having impact on the ship calls but not much on the vessel size

smaller number of vessels calling the port

longer storage periods for cargo in the port

new arrangements in liner senices

none

smaller vessels calling the port

mergers among companies providing port senices
closing down of companies providing port senices

other

I -
I
I

I s

B 0%

6%

6%

| X4

Fig. 22 Changes taking place in respondents’ ports due to the economic downturn in 2009

The most often mentioned change taking
place in respondents’ ports due to the eco-
nomic downturn is the decline in the number
of vessels calling at the port. The current eco-

nomic downturn is also causing longer stor-
age periods in many ports. One fourth of the
ports reported new arrangements in liner ser-
vices.

13



Ports handling mainly liquid bulk believed to suffer the least from economic downturn

middle-sized ports 31%

small ports - 24 %

ports handling mainly other dry cargo _ 59 %
ports handling mainly dry bulk _ 33 %

ports handling mainly liquid bulk . 8 %

Fig. 23 Expectations on which ports will suffer most from the economic downturn in the BSR by size and by
type of cargo handled

Majority of the respondents believe that ports The respondents do not have a common view
handling mainly other dry cargo are the ones on which port sizes would suffer most from
to suffer the most from the economic down- the economic downturn. One third of the re-
turn. Especially big and middle-sized ports spondents in every size class see their own
believe this to be the case. port size as the greatest sufferer.
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Long-term impact on maritime transport system expected to be low in the BSR

The respondents were also asked whether the
current economic downturn will have long-
term effects on maritime transport system in
the BSR. Majority (63%) believes that there

will be no long-term impact. Expected effects
included reorganisation of liner services, con-
solidation of ports and decreasing container,
car, steel and bulk cargo handling.

Back to the peak cargo volume levels of 2007/2008 possibly in 2011

2009
2010

B2n

B 14 %
2011
2012

>

later

—  EX
I

Fig. 24 Expected time of the maritime transport volumes to reach the levels of peak years 2007/2008 in the BSR

Majority of the respondents believe that the
peak cargo volumes of the years 2007/2008
will be reached again already in 2011 or 2012.
One fifth expects the recovery from the fall to
take longer. Some of the respondents forecast

the volumes to reach the levels of 2007/2008
already in 2010 or even in 2009. Greater share
of the big and the small ports than of the mid-
dle-sized ports expect the recovery to start
already in 2010.
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The development of global economy the greatest source of uncertainty

Uncertainty of...

global economic development [ 3 %
national economic development _ 37 %
regulatory environment [N 24 %
development of global division of production (relocation) _ 22 %
political [ 16 %
economic development of major shippers [JJl 10 %
other [l 4%
none . 4%

technological development [ 2 %

Fig. 25 Main sources of uncertainty in predicting the future development of maritime transport in the BSR

The respondents were asked to evaluate
which factors cause most uncertainty in pre-
dicting the future development of maritime
transport in the Baltic Sea region. The devel-
opment of the global economy was seen most
often as one of the main sources of uncer-
tainty. Over one third named also the national
economic development as a major source of
uncertainty.
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The unpredictability of the global economic
development became apparent in the autumn
2008. The Baltic Port Barometer 2008 survey
that was conducted in June-August 2008
showed that majority of the ports was expect-
ing strong economic growth for 2009. In a
month or two the situation changed dramati-
cally. By the time of the publication of the
Barometer the expectations of the economic
development had already turned into negative.









