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This freight season will be remembered for a very long time, with 
2020 potentially representing the most volatile year in the freight 
markets we have ever seen. Looking back over the past seven 
months, the market has experienced wild demand swings and 
abrupt supply disruptions. On top of that, individual companies have 
had to learn to operate in a completely new environment and work 
to ensure their employees’ safety.

While every industry has been affected in some way by COVID-19 
and the economic shutdowns that are still occurring to help curb
the spread, one could argue that shippers in the food space have 
had one of the most difficult journeys of all. Spikes in demand and 
low volumes in stores forced food shippers to adapt quickly to 
respond not only to in-store demand, but also the influx of
e-commerce that followed.

This white paper, produced by FreightWaves in partnership with 
Redwood Logistics, details the findings of a survey of shippers to 
understand how the events that have transpired in 2020 so far have 
shifted their expectations around shipping costs, their retail vs. 
e-commerce business mix, sales growth, and their outlook for the 
remainder of 2020 and beyond.
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Swings in Demand AfFect 
SupPly Chains GlobalLy

SONAR: OTVI.USA (2020 - Blue;  2019 - Orange;  2018 - Green)
FreightWaves Outbound Tender Volume Index (OTVI.USA) 2018 - 2020YTD. OTVI is a measure of truckload tenders in the United States and gives a 
good look into truckload demand. During the month of March, due to panic buying and hoarding of consumer packaged goods, food, and beverages, 
OTVI ramped up 30% within a matter of weeks before quickly receding when the country went into lockdown.

At the onset of the pandemic, the 
freight industry saw a rapid surge 
in demand for consumer pack-
aged goods (CPG), beverages and 
food of all varieties. The
FreightWaves Outbound Tender 
Volume Index (OTVI), which tracks 
full truckload tender requests 
from shippers to transportation
providers, rose 30% in a matter of 
weeks, primarily due to what we 
consider a panic-buying spree that 
occurred as a result of people 
responding to the uncertainty of 
COVID-19. Combine this with 
mixed messaging from
government agencies, news 
outlets and social media, and 
consumers suddenly began 

purchasing far more goods than 
were needed. At the beginning of 
this spree, the demand was 
exacerbated by stores not having 
quantity limits in place, a measure 
that was not implemented for 
quite some time.

Then, as quickly as the influx of 
demand came, it retreated even 
more quickly. Within three weeks 
of OTVI nearly touching 13,000, it 
fell to 8,500, a total we typically 
see on national holidays like 
Independence Day and Labor Day. 
The index stayed far below 
normal spring levels for six weeks 
before gradually returning.

This translated to many shippers 
facing lowly times when the vast 
majority of the country was facing 
strict quarantine measures. For 
food shippers, major customer 
segments like restaurants, hotels 
and schools all were completely 
shut down. If you didn’t have 
close ties with grocery stores and 
superstores or an online
presence, the months of April and 
May were particularly strained. In 
addition, the panic-buying spree 
momentarily elevated rates as 
carriers quickly rejected
contracted freight.  
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The swift capacity crunch is visible
in FreightWaves’ Outbound 
Tender Reject Index (OTRI). OTRI 
is a measure of carriers’ willing-
ness to accept freight at contract-
ed rates. The rejection level was 
especially pronounced for reefer 
freight (purple line above - at one 
point in late March, 30% of all 
contracted reefer tenders were 
being rejected by transportation
providers). While this trend did 
not last more than a few weeks, 
food shippers either faced difficul-
ties procuring transportation or 
were forced to pay higher spot 
prices during this time.

For certain segments of the food
shipping industry, demand swings
were not the only major disrup-
tion in their supply chains during 
the first half of the year, and 
perhaps the most poignant 
example is the meatpacking
industry. The consolidation of the
industry in the latter decades of 
the 20th Century is well docu-
mented. Technological advance-
ments made larger factories more 
cost effective but also highly 
concentrated the nation’s meat 
supply. When the Tyson Fresh 
Meat factory in Waterloo, IA, shut 

down after 180 workers contract-
ed COVID-19 and one employee 
died, 4% of the nation’s pork 
production went offline with it. In 
the months following the first 
outbreak, more than a dozen 
meat processing plants and 
packaged food companies shut-
tered operations because of 
infected workers.

Although all industries have 
endured some form of hardship 
during the pandemic, the food 
shipping industry has had a 
trifecta of coincidental disrup-
tions that have forced change 
upon not only the meatpacking 
segment, but all corners of the 
industry, including supply chains, 
operations and technology. In 
order to learn more about the 
changes that food shippers had to 
make, we conducted a survey of 
food shippers of all sizes, and the 
following are the most notable 
trends:

E-commerce demand has pulled
forward three to five years. In
tracking weekly credit and debit
card spending data sets from 
Bank of America since the begin-
ning of April, we found that online 

retail spending has been increas-
ing 73% year over year (Y/Y) since 
March, and even when stores 
began reopening, online spending 
has been resilient. People are 
spending more in stores, and 
brick-and-mortar demand has
recovered to being down 10–15%, 
but this has not come at the 
expense of ecommerce.

This obviously presents a whole 
suite of challenges for food 
shippers, many of which may not 
have a large online presence. In 
addition, for consumer-facing
shippers, there have been
new logistical challenges of 
curbside pickup or even delivery. 
In any case, food shippers should 
prepare for an environment with 
a higher percentage of sales 
coming from online sources much 
more quickly than anticipated.

Elevated demand is likely to lead
to higher shipping costs into 
2021. The first panic-buying spree 
and subsequent flash capacity 
crunch did not sustain long 
enough to have any effect on 
contract negotiations. However, 
the second surge in volumes has 
been much more moderated

SONAR: OTRI.USA (Blue); ROTRI.USA (Purple)
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and gradual. OTVI is currently up 
approximately 25% Y/Y, and if it 
remains anywhere near this level 
for an extended period of time,
elevated spot rates will translate 
into tougher contract negotia-
tions. We do expect some 
reprieve to this current demand 
level, but shippers should prepare 
for a scenario in which rates are 
pushed up into the next cycle.

From a capital expenditure
standpoint, food shippers are 
likely to be frugal through the 
end of the year. There is still a 
great deal of uncertainty in many 
different areas. Not only is the 
country going through a global 
pandemic that has claimed more 
than 150,000 American lives, but 
civil unrest is also very high, and 
geopolitical tensions are
tightening by the moment with 
China. We expect depressed rates 
for freight. Beyond this, COVID-19 
created disruptions in all supply 
chains globally. This momentarily 
sent rates soaring during the 
March panic-buying spree before 
crashing while most of the coun-
try food shippers to be selective in 

their capital outlays and suggest 
that these shippers look to 
technology first for ways to 
automate tasks and maximize 
productivity of the existing 
workforce.

There will continue to be signifi-
cant cross-border disruptions on 
the southern border. Currently, 
the supply-and-demand dynamic 
at many American border cross-
ings is upside-down. We’ve seen 
load-to-truck ratios north of 25:1 
and crossings across Texas. 
Mexico is a major agricultural 
partner of the United States. In 
fact, Kenny Lund, Executive Vice 
President at the Allen Lund 
Company, says there are now as 
many outbound reefer loads out
of Texas as there are from Califor-
nia, many of which flow straight 
from was under quarantine 
restrictions and economic shut-
downs. Since the economy has 
begun to reopen, we have seen 
pent-up demand for goods 
translate into Mexico. With the 
two countries at different points 
within their pandemic battles, 
food shippers should prepare for 

continued disruptions at the 
southern border.

The demand for load tracking and
location visibility has accelerated.
With the chaos that has ensued 
from nationwide shutdowns 
(including roadways in some 
cities), food shippers need to 
know where their freight is now 
more than ever. Food shippers 
lacking strong visibility are
looking to their technology 
providers for solutions.

The majority of respondents feel
that shipping costs will be more
expensive this year, which should
come as no surprise given that 
2019 was a relatively weak year 
with extraordinarily high freight 
volumes. It took some time for 
capacity to react to the elevated 
volumes, but in the weeks leading 
up to Independence Day, carriers 
began rejecting contracted freight 
in favor of testing the spot 
market. Spot market rates have 
subsequently risen gradually since 
mid-April and are now at the 
highest level in 14 months.
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shifting the mix of businesS

The next few weeks will be telling 
for what the capacity picture will 
hold for the rest of the year. If 
volumes remain elevated, capaci-
ty will undoubtedly stay relatively 
tight and rates will be driven up. 
However, with many areas of the 
country experiencing severe
secondary outbreaks of COVID-19, 
it is possible that consumer 
behavior will change and freight 
flows will decline. If this were to 
happen and the Outbound Tender 
Reject Index remains elevated, it 
could be indicative of market 
fundamentals changing and a 
major capacity event occurring in 
the second half of the year. This 
will certainly lead to higher rates 
throughout the remainder of the 
year and translate into higher 
contract rate negotiations. On the 

other hand, if volumes return 
back down and tender rejections 
decline in lockstep (as they did in 
March), we could see an environ-
ment where spot rates materially 
increase, but not long enough to 
translate into higher contract 
rates.

Some in the industry say that 
COVID-19 has advanced e-com-
merce adoption by a decade in a 
matter of weeks. While this 
number is likely closer to 3–5 
years, the acceleration is visible 
when looking at the following 
chart on e-commerce penetra-
tion, highlighting data and analy-
sis from Bank of America, the
U.S. Department of Commerce 
and ShawSpring Research.

This is consistent with the Bank
of America credit and debit card
spending data that has been 
released on a weekly basis. The 
Total Online Retail spending 
category has been in the 
+50–90% Y/Y range since the
lockdowns began in March.
At first, the lockdowns forced
consumers to shift spending 
online. Now, stores are open, but 
consumers are still spending 
much more online than ever 
before. Not only are many people 
afraid of contracting COVID-19
and less likely to take the risk of 
being in public spaces, but many 
people have also enjoyed the 
ease of ordering online. Many of 
these buyers are seldom or 
first-time online shoppers, and 
the forced adoption is exhibiting

some stickiness. While the 27% 
penetration will likely come down a 
bit in the summer, it is unlikely that 
it will return to the previous high.

To the right is the latest Bank of
America debit and credit card 
spending data that we have 
tracked closely over the past few 
months. This is the timeliest and 
most detailed consumer spending 
data available. Pertinent to the 
food industry, restaurant spending 
has recovered significantly since 
most states reopened and is now 
trending down 15–20% Y/Y.
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rates of sales growth

some stickiness. While the 27% 
penetration will likely come down a 
bit in the summer, it is unlikely that 
it will return to the previous high.

To the right is the latest Bank of
America debit and credit card 
spending data that we have 
tracked closely over the past few 
months. This is the timeliest and 
most detailed consumer spending 
data available. Pertinent to the 
food industry, restaurant spending 
has recovered significantly since 
most states reopened and is now 
trending down 15–20% Y/Y.

Consequently, grocery spending 
has tailored off as a result of 
restaurants reopening.
Mentioned above, March was a
historic month for CPG and 
grocery food demand. Consumers, 
in fear of long-term lockdowns, 
began a panic buying spree that 
lasted roughly six weeks. In the 
beginning, stores were consistent-
ly out of paper goods (toilet 
paper, paper towels, etc), and 
these shortages quickly spilled 
over to the food aisles. To make 
matters worse, the nation’s highly 
concentrated meat plants began 
shutting down due to COVID-19 

outbreaks, causing shortages for 
pork and beef all over the country.

Since then, stores have put 
quantity limits on most goods, 
and restaurants opened back up, 
relieving some of the excess 
demand at the grocery stores. 
Shortages have been far less 
common, but grocery demand 
has remained highly elevated 
(visible in the BAML data above). 
For this reason, it fits the current 
narrative for 40% of survey 
respondents to be experiencing 
high CPG and food sales. Less 
than 20% of respondents say their 

sales have decelerated and are 
not positive Y/Y. It is important to 
remember that only a slight 
majority of respondents are 
directly food shippers. With this 
in mind, that number could be 
slightly elevated. In any case, 
about two thirds of respondents 
are seeing at least the same sales 
growth as they experienced 
during a particularly strong March.
More than two-thirds of
respondents are expecting higher 
sales this year than in 2019. 
Again, referring to the BAML data, 
this makes sense given that 
service-based industries have
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operational adjustments to elevated demand

suffered the most from 
lockdowns and consumers 
have begun replacing 
some of their service 
demand with goods.

About half of the survey 
respondents believe they 
will not be making signifi-
cant changes to headcount 
due to the influx of 
demand. This comes back 
to the earlier point of 
uncertainty. With so many 
moving variables that can 
drastically change how 
businesses will operate in 
the next few months, it 
seems most likely that 
shippers will be frugal in 
not only their hiring and 
expansion plans, but in 
other areas as well.

Due to the severity of 
COVID-19 in the U.S. and 
Mexico, the two countries 
have had disagreements 
about reopening timelines 
and cross-border move-
ments. Nearly a quarter 
(22%) of our survey 
respondents do not ship 
cross-border, but of those 
that do, 70% say they have 
been at least somewhat 
impacted by disruptions at 
the border. We expect this 
trend to continue, espe-
cially at the southern 
border, because the two 
countries are still at 
different stages in their 
own COVID-19 battles. 
With as much autumn and 
winter fruit that comes 
from Mexico and Central 
America, food shippers 
and carriers alike should 
expect further challenges 
at the southern border 
moving forward.

expectations for sales growth

crosS border disruptions
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the impact of USMCA

visibility through data

ADdITIONAL
SURVEY AnALYSIS
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respondent data

As is the case with most of our surveys of shippers, the respondent pool is split mainly between micro shippers 
and very large, national shippers. Nearly a quarter of the respondents have an annual transportation budget over 
$0.5 billion, while more than one-third spend less than $20 million annually.

Others include retail, clothing, construction materials, consumer health and wellness products, metal,
automotive, industrial, non-food CPG, auto parts and electronics.



COVID-19 has presented many challenges for the food 
shipping industry—from wild demand swings due to 
panic-buying and nationwide quarantine measures to 
supply disruptions from sick factory workers. While 
these disruptions are hopefully behind us and supply 
and demand smoothen through the rest of the year, 
shippers should still prepare for higher transportation 
costs due to elevated demand.

Even so, what goes up must come down, and demand 
cannot stay this high indefinitely. Outbound freight 
volumes are up approximately 25% Y/Y, which is not 
sustainable. However, the amplified growth in e-com-
merce spend is here to stay, which means it is up to 
shippers to adapt their operations to meet consumers 
where they are spending in order to avoid being left 
behind the competition.

CONCLUSIOn
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