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A Look Back at 2016

In January 2016, analysts predicted 
positive trends and a big trade uptick, 
but fate didn’t get the memo. 

During the past 11 months, supply chains have 
been riddled with disruptions at every turn. 
In January 2016, analysts predicted positive 
trends and a big trade uptick, but fate didn’t 
get the memo. The forecasts fell short, not for 
lack of effort but mainly because global trade 
was hit with numerous interruptions, driving 
importers and exporters scrambling to stay  
on course. 

We rang in the New Year looking ahead to 
the implementation of numerous import, 
export and tariff agreements; the Information 
Technology Agreement (ITA), Automated 
Commercial Environment (ACE) and IMMEX 
(Maquiladora) Program were expected to alter 
the way business was conducted. But we soon 
saw repeated delays as government officials 
realized the Goliath effort it takes to roll-out 
new technology platforms across multiple 
agencies. By February, worldwide air and 

ocean cargo shipments were showing signs 
of decline which continued to fall all year. 
Spring approached with increasing military, 
geopolitical and labor unrest, along with the 
continuing refugee crisis in Europe. Britain’s 
June vote to exit the EU started the global 
tide of protectionism which permeated the 
U.S. presidential election and is leading to 
what is now termed “de-globalization.”  
Cargo theft figures are reaching the 
multimillion-dollar mark and weather has 
hampered shipments; leading us to the 
Hanjin line bankruptcy headache that stalled 
shipments in a quagmire of legalese, and 
the further consolidation of ocean carriers 
caused by troubling business woes. As the 
industry whirled to stay ahead of all this, 
retailers closed hundreds of brick-and-mortar 
locations (or closed for good) to focus on the 
overwhelming sales over the web instead. 

https://www.wto.org/english/tratop_e/inftec_e/inftec_e.htm
https://www.wto.org/english/tratop_e/inftec_e/inftec_e.htm
https://www.cbp.gov/trade/automated
https://www.cbp.gov/trade/automated
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In hindsight, 2016 was a year of supply chain disruptions. Here are some details: 

GLOBAL TRADE VOLUMES FLUCTUATED AND CONSUMER SPENDING DIMINISHED 

Trade growth was weaker than expected in the first half of 2016 due to falling import demand and 
slowing GDP growth in several major developing economies as well as in North America. As of October 
2016, consumer spending increased at a 2.1 percent annual pace; much slower than previous same-year 
comparisons. Factory activity in the U.S. Midwest hit a five-month low in October amid declining production 
and weak growth in new orders. The report from the Institute for Supply Management-Chicago suggests 
prolonged weakness in manufacturing as the sector continues to deal with the aftermath of a dollar rally and 
lower oil prices.

The growth of trade among nations is among the most consequential and controversial economic 
developments of recent decades. Yet despite the noisy debates, which have reached new heights during this 
presidential campaign, it is a little-noticed fact that trade is no longer rising. The volume of global trade was 
flat in the first quarter of 2016, and then fell in the second quarter. The U.S. is no exception to the broader 
trend. The total value of American imports and exports fell by more than $200 billion last year. Through the 
first nine months of 2016, trade fell by an additional $470 billion.

WORLDWIDE PROTECTIONISM AND DE-GLOBALIZATION IS EVIDENT

A collapse in trade growth suggests that globalization may be stalling and is contributing to world economic 
output stagnation (Interim Economic Outlook: OECD, September 2016). National protectionism and 
rhetoric is increasing across the globe. From a strategic and global perspective, Brexit could be the first 
wave of de-globalization and growing populism in other nations. What follow will certainly be more intense 
protectionist measures to regulate imports and exports. While tensions with Russia, Chain, and North Korea 
are heightening, the emergence of new alliances is evident. 

Through the first nine months of 2016, 
trade fell by an additional $470 billion.
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As the new administration is formed, many 
questions have yet to be answered.

POST-ELECTION TRADE POLICIES

The global trade landscape changed dramatically when the enervating U.S. Presidential election ended. While 
the results shocked many around the world, the potential shifts in trade policies under President-Elect Trump 
are obvious. Even in the first few days following his win, direct and unmistakable anti-trade sentiments have 
resounded from the incoming leader. The change in administration is sure to bring the dismantling of existing trade 
agreements, scrapping of pending agreements and a lack of focus on easing cross-border trade overall. 

It is no surprise that we can expect surprises from President Trump. As the new administration is formed, many 
questions have yet to be answered.

Which trade agreements might go into effect or be overhauled?

How will employment respond to slowing global growth?

Which industries might be impacted?

Where does Europe fit in and how will Brexit impact the EU?

More or less global trade regulations, like REX or others?

Are new trade deals going to focus on Western Hemisphere economies  
or will China still win?
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A NEW RETAIL DYNAMIC EMERGED: E-COMMERCE OVERTOOK BRICK & MORTAR

Online retail spending in 2016 is beating in-store sales 3 to 1. Accenture predicts that global 
B2C cross-border e-commerce will be $1 trillion in 2020. One-third of U.S. consumers and half 
of parents started holiday shopping before Labor Day. American spending is up 12 percent 
over last year, but 73 percent are doing their shopping online. Cyber Monday sales reached 
$3.45 billion solidifying e-commerce as the leading sales channel. Adding to this data, brick-
and-mortar retail locations have been closing in droves – not just in the United States but in 
other countries as well. Topping the list is The Sports Authority bankruptcy, and icons like The 
Gap, Marks & Spencer, and Macy’s shuttering stores. 

Global e-commerce is growing in leaps and bounds, particularly in emerging markets, where 
consumers can find it hard to locate affordable imported products in local shops. This trend  
of increasing cross-border commerce has convinced many companies to embrace 
e-commerce in order to fulfill the demands from customers worldwide seeking products  
that aren’t available at local brick and mortar stores. Retailers need to be equipped to 
properly manage international shipments.

American spending is up 12 percent 
over last year, but 73 percent are 
doing their shopping online.

Tomorrow...2020
Accenture predicts that 
global B2C cross-border 
e-commerce will be  
$1 trillion 

Today...2016
Online retail 
beating in-store 
sales 3 to 1
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TRANSPORTATION AND LOGISTICS TURBULENCE 

The global shipping industry is bracing for a Trump presidency. Under the direction of new 
Transportation Secretary, Elaine Chao, Trump’s promise for a “trillion dollar spending plan” 
might start to come to fruition. Railroads expect big benefits, and the biggest may have little 
do with the policies toward freight carriers themselves. Trucking companies expect a Trump 
White House to clear a new path to growth for them after sputtering through several years of 
tepid demand. But the taxpayer will end up covering the cost through increased tolls or water 
usage fees, as applicable. 

Beyond the upheaval in the global shipping industry this year, container ship operators are 
facing one clear and disturbing reality: their business is on track for its worst performance 
since the 2009 economic crisis. Overall shipping volume will likely be flat and freight rates 
have been sinking, providing a catalyst for further bankruptcies and possible acquisitions in 
a beleaguered industry. Others say the shipping consolidation is welcome and necessary to 
reduce the unhealthy and harmful practice of undercutting pricing due to an excess of carriers. 
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The trucking capacity crisis is also plaguing the industry. Capacity will certainly tighten again in the 
future as regulations continue to give drivers fewer available hours on the road and sideline older 
equipment. Capacity issues will also push truck driver wages higher as companies compete for drivers. 
It doesn’t matter how many trucks you have, however, if you don’t have anyone to drive them. The 
baby boomer generation of truckers is nearing retirement, and there’s currently nobody to replace 
them behind the wheel. Current research shows the average number of reported drivers sliding 
from 3,011 in 2015 all the way down to 2,703 in 2016. As such, it should come as no surprise that 88 
percent of respondents again list driver-related costs—such as recruitment, retention, and training—as 
their number one challenge moving into 2017. Additionally, a steady drop in oil prices has kept fuel 
rates down, making it difficult for trucking companies to rationalize substantial rate hikes.

When it comes to rail, most operators are scrambling to pare down operations to meet the low rail 
shipping demand. Coal carloads were off 21% from a year ago, metals and equipment business 
fell 13% while revenues overall were down 8%. Like other railroads, CSX is scaling back by parking 
engines and furloughing workers. 

Current research shows the average 
number of reported drivers sliding  
from 3,011 in 2015 all the way down  
to 2,703 in 2016.
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HIGHER SHIPPING COSTS FOR PARCEL SHIPMENTS

Black Friday deals were remarkable, but how can this be profitable for retailers? Abnormally 
low ocean freight rates are contributing to the sale prices. A deep slump in shipping volumes 
spurred by weaker demand for commodities and slower global trade has a silver lining in 
sending bulk and container rates to record lows, allowing goods to be shipped at low costs, 
according to real-time freight rate database Freightos. However, after the 2016 holiday season 
winds down, consumers will still be hooked to online shopping and nearly every major parcel 
shipper in the world is increasing its rates. UPS, FedEx, USPS, Royal Mail and Deutsche Post 
DHL Group all have announced rate increases on average of 4-8 percent. 

ENHANCED SUPPLY CHAIN RISKS AND SECURITY FEARS

During the year, risk and security concerns were heightened to levels that led to millions of 
dollars in losses. Terrorist attacks, natural disasters from inclement weather, unexpected quality 
issues (Samsung is the top example, but there are others), growing exposure to differing and 
global regulatory requirements, geopolitical instability in the Middle East and other regions, 
and global cargo theft all posed serious issues.

HEIGHTENED RESPONSIBLE SOURCING INITIATIVES CONTINUE  
IN MANY REGIONS

Responsible sourcing and social compliance continue to pose challenges even though  
the media isn’t reporting incidents like they did following the Rana Plaza disaster. With  
expansion into new regions for sourcing, the same concern witnessed in Bangladesh  
and China continues. Countries like Jordan are flooded with over 40,000 migrant factory 
workers, making housing, safety and forced labor difficult to monitor or control. 
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Moving Ahead in 2017: The Business Keeps Doing Business
But business keeps on going and despair sometimes leads to opportunity. The industry must 
address the same imperatives — speed, quality, cost, risk and agility — yet doing it alone isn’t 
an option. Like when a hurricane is approaching landfall, buttressing for the hit will ensure 
your company makes it through this storm. The key is investing in technology and making 
process changes in advance. These main features are a requirement for leaders: 

 Î Proactively manage unexpected supply chain disruptions with 
supply chain visibility 

 ÎQuickly respond to the ebb and flow of consumer demands

 Î Enable cross-border e-commerce in response to booming  
retail growth

 Î Access comprehensive and timely trade regulatory information 
and updates

 ÎMove beyond simple visibility to supply chain predictability

 ÎManage secure trading partner collaboration

 Î Enhance supply chain risk analysis and management

 ÎGain deeper insight with big data and analytics

 ÎManage costs to maintain margins

As we move into 2017, global trade management executives need to brace 
against disrupters that have the potential to send supply chains into a 
tailspin. Fewer and fewer companies are managing global trade purely by 
spreadsheet; research shows a majority of manufacturers and retailers have 
automated their supply chains, so it seems the message has been getting 
through. Now is the time to batten down the hatches and get ready for a 
bumpy ride.

Amber Road can help you prepare for the instability. New webinars, white 
papers and articles will address these critical process changes for 2017. Sign 
up to stay informed of these as they are delivered at www.AmberRoad.com. 
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