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We support, shape and stand-up for efficient logistics

FTA is one of the biggest business groups in the UK, supporting, shaping and 
standing up for efficient logistics. We are the only organisation in the UK that 
represents all of logistics, with members from the road, rail, sea and air industries, 
as well as the buyers of freight services such as retailers and manufacturers whose 
businesses depend on the efficient movement of goods.

An effective supply chain is vital to Keep Britain Trading, directly impacting over 
seven million people employed in making, selling and moving the goods that affect 
everyone everywhere.

With Brexit, technology and other disruptive forces driving changes in the way 
goods move across borders and through the supply chain, logistics has never been 
more important to UK plc.

As champions and challengers, FTA speaks to government with one voice on behalf 
of the whole sector, greatly increasing the impact of our messages and achieving 
amazing results for members.

All rights in this documentation, including (but not limited to) copyright, trade marks, logos, designs, concepts, 
ideas, methodologies, confidential information or other intellectual property or proprietary rights (‘IPR’), is owned 
by Freight Transport Association or used under licence from third party owners. Any use of this documentation 
or its contents, including copying or storing it or them in whole or in part, other than for your internal business 
purposes, is prohibited without the written permission of Freight Transport Association. You are prohibited from 
copying, modifying, transmitting, distributing, selling, displaying, licensing or reproducing any content including 
images and other media in this documentation for any commercial purpose of your own. In addition, you will treat 
the confidential information in this document as confidential and will require those in your organisation to do the 
same, and will not disclose or not reproduce any confidential information contained within this documentation in any 
form, including electronic readable or hard copy form, except with the Freight Transport Association’s prior written 
consent. Freight Transport Association does not provide any guarantee or warranty in respect of information or IPRs 
belonging to other third parties.
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Welcome to our Logistics Update, the companion document to FTA’s annual 
Logistics Report. This report brings the developments and trends that we 
identified in May up to date and reflects on the latest political and economic news 
affecting logistics.

The uncertainty around Brexit, and the prospect of a messy departure from the EU, weighs on logistics companies, 
affecting planning decisions now and for the period after March 2019. Business is worried about border delays, 
infrastructure plans, labour shortages, as well as access to EU and non-EU workers. FTA has taken the initiative to 
find solutions to the challenges ahead and maximise the opportunities for economic growth. 

FTA has a clear agenda with government on the key issues affecting logistics. As we leave the EU it is vital the 
UK’s economy is efficient and competitive internationally. There is much that government can do to help this to 
happen, including creating a fiscal environment that ensures businesses do not face significant additional costs, by 
continuing to freeze Fuel Duty for instance, as well as facilitating cleaner fuels through use of duty differentials while 
protecting modal choice. 

We have also called on government to make a long-term commitment to road and rail infrastructure investment and 
stressed the important role of effective maintenance. Skills and, specifically, the ability to use Apprenticeship Levy 
funds, remains an area of concern for us and we have proposed reforms that would enable logistics to invest in skills 
to the benefit of the economy.

David Wells
Chief Executive 
FTA

Santander is delighted to be associated with the FTA and its interim Logistics Report. The 
report provides a crucial insight into the current sentiment felt by those operating in the 
UK’s Transport and Logistics (T&L) sector and associated industries. 

We are at a delicate moment in the UK’s economic cycle. With Brexit on the near horizon, the UK’s Transport and Logistics 
industry will be vital in helping UK business succeed both domestically and internationally.

The last six months have seen a number of challenges for those operating in the T&L industry. There’s been a slower than 
expected start to the year, which in some way can be attributed to some of the worst weather conditions to hit the UK in a 
number of years. However, in both Q2 and the three months to the end of July the economy grew more than expected, driven 
by a pick-up in retail sales and growth in construction. Despite this retail growth, we have seen a number of retailers run into 
difficulties as consumers opt for alternative omni-channel retailing solutions. 

Growth in online sales continues. Consumers want flexible delivery options and retailers will look to T&L operators to build 
efficiency within their supply chains with value add solutions. As well as domestic growth, cross-border e-commerce continues 
to grow at pace as emerging middle class markets around the globe look to purchase UK-branded goods. 

UK exports have grown to their highest recorded levels, with UK manufacturers providing high quality goods around the world. 
UK manufacturers will rely on the knowledge and skills that UK T&L operators provide to open up these opportunities and build 
efficient supply chain ecosystems.  

John Simkins 
Head of Transport & Logistics 
Santander Corporate & Commercial Banking

FTA’s foreword

Santander’s message
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UK logistics input costs: changes in first half of 2018

Brexit has continued to be the most influential issue for UK politics and 
the economy during 2018. Our report shows that resilience dominates 
business thinking and planning where trade and the movement of goods 
are concerned. There are three key elements to this: the fiscal regime, 
infrastructure and skills. With Brexit in mind, addressing these issues 
needs to rise to the top of the political agenda. 

The increase in the price of oil in the first half of the year is a 
defining feature of our Logistics Update. Brent Crude’s price 
increased by just over 18 per cent since December 2017, to 
a monthly average of $75.94 a barrel in June 2018, and the 
year has seen the price of fuel become logistics operators’ 
most troublesome concern. The report also updates trends 
in warehousing, freight rates across all modes, input costs, 
road haulage rates and operating costs, all of which have 
increased since the beginning of the year.

Concerns about the future customs and movement 
arrangements with the EU are also a theme in the report as 
they affect international trade, future legislation, and staffing 
shortages; especially as the Migration Advisory Committee 
has failed to recognise the contribution of low-skilled 
workers – such as warehouse operatives and van or Heavy 
Goods Vehicle (HGV) drivers – to the economy. Worryingly, 
respondents to the FTA Logistics Update Survey 2018 
indicated that 63 per cent of them either do not know of or 
have no company plan in place for Brexit.

FTA introduction
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FTA InTRoDUCTIon

Road
0

1

2

-1

-2

Rail
0

1

2

-1

-2

Sea
0

1

2

-1

-2

Air
0

1

2

-1

-2

0.62 0.26

0.35 0.59

-2 = Decreased significantly 2 = Increased significantly

UK logistics freight rate costs: changes in first half of 2018

Logistics and the industries it serves need to be able to rely 
on coordinated plans and legal certainties. Contingencies 
need to be in place to ensure that planes, trains and vehicles 
can cross UK-EU borders expeditiously after Brexit and 
ensure vital supplies are maintained. 

In light of rising input costs and the risks and uncertainties 
associated with the UK’s withdrawal from the EU, the 
need for supply chains to be resilient and for logistics to 
be competitive is greater than ever. FTA has called on 
government to take a number of actions.

Fuel Duty – FTA has presented a clear case that government 
income will increase if Fuel Duty is reduced (backed up by 
research conducted for FTA by the Centre for Economics 
and Business Research). The comparatively high level 
of UK Fuel Duty also has a negative effect on the UK’s 
international competitiveness.

The government’s main approach to addressing air quality – 
Clean Air Zones – is driving the acquisition of Euro VI HGVs 
as businesses increase investment to meet the requirements 
of these zones which will be in place next year. In this context 
we have urged government to maintain its current approach 
of freezing diesel duty so as not to add further cost, 
especially to small- and medium-sized enterprises (SMEs). 
Instead, we have called on it to look at the range of fiscal 

tools available to accelerate the adoption of alternatively-
fuelled vehicles and rail freight. 

Infrastructure – efficient and effective transport 
infrastructure networks are crucial for the logistics 
industry to be able to support the needs of UK businesses. 
Inefficiencies, such as unreliable and poorly maintained 
roads, add to the cost of doing business in the UK and cause 
avoidable emissions. To deliver the benefits necessary 
for resilience there needs to be continued government 
commitment to the levels of funding being available to 
deliver road and rail enhancements now and through 
the 2020s; we have also highlighted the importance of 
protecting freight-related improvements in rail spending and 
of providing more funds for the maintenance of the existing 
road network. 

Skills – logistics has difficulty taking up the money paid into 
the Apprenticeship Levy because proposed apprenticeship 
standards have been rejected and the 20 per cent off-the-
job training rule means other apprenticeships do not meet 
their needs. We have called on government to reform the 
Apprenticeship Levy to make it a Skills Levy which would be 
open to more forms of training and workers to promote the 
urgently needed upskilling of the UK workforce.
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Logistics dashboard
KPI

Economic indicators
2014 2015 2016 2017 First half  

of 2018
Most recent 
year-on-year 

change

UK ECONOMIC ACTIVITY

1 GDP (annual percentage change) 3.1% 2.3% 1.9% 1.8% 1.3%

2 Average weekly online retail sales (£ million) £725.38 £816.26 £988.57 £1,146.93 £1,173.65

UK EXPORTS

3 Volume of goods exported to the EU (annual percentage change) +8.8% +5.2% -0.6% +7.3%

4 Volume of goods exported to the rest of the world (annual percentage change) -0.3% +5.5% -1.9% +5.5%

UK IMPORTS

5 Volume of goods imported from the EU (annual percentage change) +10.5% +2.2% +5.1% +4.0%

6 Volume of goods imported from the rest of the world (annual 
percentage change) -2.6% +2.6% +5.2% +4.7%

UK INFLATION AND CURRENCY

7 Retail Prices Index (annual inflation in December) 1.6% 1.2% 2.5% 4.1% 3.4%

8 Consumer Prices Index (annual inflation in December) 0.5% 0.2% 1.6% 3.0% 2.4%

9 £/$ exchange rate (average for December) $1.5642 $1.4982 $1.2486 $1.3409 $1.3288 

10 £/€ exchange rate (average for December) € 1.2685 € 1.3777 € 1.1843 € 1.1328 € 1.1379

COSTS

11 Wage settlements (annual change in basic pay) +2.4% +2.6% +2.2% +2.8% +2.5%

12 Total HGV operating costs (annual change for 44t GVW artic) -5.1% -3.0% +7.0% +2.2% +8.0%

FUEL

13 Bulk diesel (average pence per litre in December ex VAT) 94.18 81.61 94.04 97.09 103.31 

14 Bulk gas oil (average pence per litre in December 2017) 47.95 35.66 47.52 50.62 56.79

15 North West European Diesel (average per tonne in December) $606.15 $352.05 $490.36 $574.35 $615.75 

16 Brent Crude (Futures) (average per barrel in December) $63.46 $38.90 $54.92 $64.09 $75.94 

17 Jet fuel (average per tonne in December) $644.54 $384.65 $513.15 $612.96 $656.75 

18 Rotterdam Gas Oil (average per tonne in December) $581.39 $337.43 $478.73 $566.49 $609.25 

Road transport industry 2014 2015 2016 2017 First half  
of 2018

Most recent 
year-on-year 

change

19 Reported profit margin of Top 100 road hauliers 3% 4% 4% 4%

20 Number of Goods Vehicle Operator Licences 75,595 77,002 73,458 72,547

21
Population of HGVs licensed by body type (UK) 496,773 506,211 517,144 523,336

Population of HGVs licensed by tax class (UK) 409,951 416,935 425,305 429,056 

22
Population of vans licensed by body type (UK) 3,569,613 3,736,036 3,889,681 4,011,322 

Population of vans licensed by tax class (UK) 3,596,662 3,760,818 3,910,832 4,027,638 

23 Population of HGV trailers (based on number tested) 228,286 236,047 245,919 no data 
available

24 HGV registrations 41,469 51,899 53,916 52,120 25,224 

25 Van registrations 321,686 371,830 375,687 362,149 180,696 

26 Number of HGV drivers in employment (thousands) 285 299 315 302 323

27 Claimant count (HGV drivers for December) 1,300 720 500 390 340 

28 HGVs laid up (SORN) 75,072 89,767 104,933 123,320 
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LoGISTICS DASHBoARD

Safety
2014 2015 2016 2017 First half 

of 2018
Most recent 
year-on-year 

change

29 HGV motor vehicle test pass rate initial (>3.5tonnes GVW) 80.1% 82.8% 82.8% no data 
available

30 Van test pass rate initial (class 7) 51.1% 53.2% 54.6% no data 
available

31 HGV roadside encounter prohibition rate percentage – mechanical 
checks (UK drivers only) 30.7% 30.1% 27.8% no data 

available

32 HGV roadside encounter failure rate percentage – drivers’ hours checks 
(UK drivers only) 7.3% 7.1% 5.1% no data 

available

33 HGV roadside encounter failure rate percentage – weight checks (UK 
drivers only) 49.6% 45.5% 39.1% no data 

available

34 RIDDOR reportable workplace accidents for transport 10,809 10,421 9,985 no data 
available

35 Road casualties linked to HGVs (number killed or seriously injured) 1,319 1,353 1,284 1,247 

Efficiency
2014 2015 2016 2017 First half 

of 2018
Most recent 
year-on-year 

change

36 Percentage of HGVs empty running 28.8% 28.6% 30.2% 29.9%

37 Percentage of inland freight moved by rail (billion net tonne kilometres) 12.0% 10.0% 8.0% no data 
available

38 Lading factor percentage for HGVs (>3.5 tonnes GVW) 59.0% 60.0% 60.0% 60.0%

39 HGV fuel consumption (mpg) (articulated vehicles) 7.9 8.0 9.0 no data 
available

40 Use of alternative fuels in HGVs 1.0 mt of oil 
equivalent

1.0 mt of oil 
equivalent

1.0 mt of oil 
equivalent

no data 
available

41 Average HGV payload capacity (tonnes) 7.6 7.8 7.7 7.9 

Traffic flows
2014 2015 2016 2017 First half 

of 2018
Most recent 
year-on-year 

change

42 Containers handled by major UK ports (thousand TEUs) 9,511 9,772 10,200 10,240

43 Freight handled by air (tonnes) 2,304,487 2,299,343 2,409,934 no data 
available

44 Goods moved by HGVs (>3.5 tonnes GVW) (billion tonne kilometres) 128 143 148 147

45 Van kilometres (billion vehicle kilometres) 72.4 75.5 79.0 81.3

46 Cabotage within the UK (million tonne kilometres) 1,400 1,457 1,819 no data 
available

47 Goods moved by rail (billion tonne kilometres) 22.14 19.34 17.05 17.17 8.50 

48 Goods moved by domestic intermodal rail (billion tonne kilometres) 6.41 6.46 6.67 6.79 3.31

49 Channel Tunnel rail freight volumes (tonnes) 1,648,047 1,420,826 1,041,294 1,219,364

50 Number of rail freight train movements 282,304 236,290 223,751 215,826

51 Rail Freight Delivery Metric  (percentage of freight trains arriving at 
their destination within 15 minutes of scheduled time) 93.9% 94.1% 94.2% 94.1% 93.3%

52 Percentage penetration of cross-Channel market by UK HGVs 16.2% 14.7% 14.0% 14.1% 14.7%

53 HGV movements to Europe (unaccompanied trailers only) 866,037 927,913 965,590 1,043,798 526,523

54 HGV movements to Europe (all powered vehicles) 2,399,812 2,458,538 2,466,676 2,447,048 1,199,469

KPI

   Note: indicators shaded in GREY are for reference only. They are cumulative for the first six months of 2018 and are therefore not reflected in the most recent year-on-year trend.

Main Sources
Department for Transport (DfT): Transport Statistics GB, Road Freight Statistics, Reported Road Casualties GB
Freight Transport Association (FTA): Manager’s Guide to Distribution Costs (MGDC)
office for national Statistics (onS): UK Trade, UK Retail Sales, GDP, Inflation
Society of Motor Manufacturers & Traders (SMMT)
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Section 1 • UK economy

The uncertainty around Brexit, the prospect of a messy departure from the EU, and the weak pound 
continue to affect the UK economy and weigh on logistics companies, affecting planning decisions now 
and for the period after March 2019 when the UK departs from the EU. Growth in the UK economy was 
sluggish during the first half of 2018, due to falling consumer spending and business investment, but 
there were some positive influences in the first half of the year – inflation eased, wages grew, there 
were record levels of employment, and the weak pound was welcomed by exporters. 

In the Spring Statement 2018, the office for Budget 
Responsibility (oBR) forecast GDP growth of 1.5 per cent 
in 2018 and 1.3 per cent in 20191. Since then, the Treasury’s 
survey of independent forecasts for GDP growth showed a 
downgrade for 2018 with an average forecast of 1.3 per cent, 

1 Economic and fiscal outlook, March 2018, oBR, 13 March 2018

but a more positive outlook for 2019 at 1.5 per cent2. The 
UK remains heavily reliant on consumer spending to drive 
the economy; growth in the first half of the year was led by 
services which was offset by a fall in production.

There was sluggish growth in the first half of 2018, but 
this is unlikely to be sustained in the second half of the 
year. The second quarter of 20183 saw the economy grow 
slightly, with quarter-on-quarter growth at 0.4 per cent up 
from 0.2 per cent in Q1 (annually 1.3 per cent in Q2 from 1.2 
per cent in Q1)4. This was partly due to the following events 
boosting retail sales: unseasonably warm weather, world 
cup football, and the royal wedding. According to the office 
for national Statistics (onS), the economy’s underlying 
growth rate continues to slow. This reduction is largely due 
to a decrease in both consumer spending and business 
investment. There was a sharp fall in consumer spending 
from 1.9 per cent in 2017 to 1.2 per cent in the first half of 
2018, with business investment falling to 0.8 per cent this 
year compared to 3.4 per cent in 2017. However, inflation 
eased – the UK Consumer Price Index (CPI) annual inflation 
stood at 2.4 per cent in June 2018, compared to 3.0 per 
cent in January 20185.

Wages grew slowly despite record levels of employment. 
In the second quarter of 2018, unemployment fell from 4.2 
per cent to 4.0 per cent – its lowest level since the winter 
of 1974/5. There were 1.36 million unemployed people in 
the three months to June 2018, 65,000 fewer than for 
January to March 2018 and 124,000 fewer than for a year 
earlier6. At the same time, average weekly earnings in 
Great Britain increased by 2.7 per cent (including bonuses) 
and by 2.4 per cent (excluding bonuses) compared to the 
year before, when it rose by 2.8 per cent and 2.5 per cent 
respectively7. Allowing for inflation, average wages rose 
0.1 per cent including bonuses and 0.4 per cent excluding 
bonuses compared with a year earlier. This disappointing 
wage growth is likely to lead to continued subdued consumer 

2 Forecasts for the UK Economy: August 2018, HM Treasury, 15 August 2018

3 UK labour market: August 2018, onS, 10 August 2018

4 GDP first quarterly estimate, UK: April to June 2018, onS, 10 August 2018

5 UK Consumer Price Inflation: June 2018, onS, 18 July 2018

6 UK labour market: August 2018, onS,14 August 2018

7 UK labour market: August 2018, onS,14 August 2018
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SECTIon 1 • UK EConoMY

spending. With ongoing weak productivity expected to limit 
the extent to which wages can increase, household finances 
are likely to remain under pressure from low household 
savings and high debt levels.

Sterling started 2018 as one of the best performing major 
currencies. However, a strengthening US dollar, fears over 
the potentially negative impact of Brexit, and a sluggish 
economy led to the sterling/dollar exchange rate falling by 
5.2 per cent, from an average of £/$1.38 in January 2018 to 
£/$1.31 at the end of the second quarter of 2018. Exporters 
broadly welcomed a weaker sterling; in Q2 exports declined 
3.6 per cent compared with Q1, due to falling car and aircraft 
exports which both rely on imports of raw materials and 
parts that cost more due to sterling’s weakness.

In summary, the UK economy is expected to perform below 
expectations in 2018. Longstanding, underlying issues 
such as weak productivity and over-reliance on consumer 
spending have had a negative impact on growth. The 
uncertainty around Brexit, the prospect of a disorderly 
departure from the EU, and the weak pound continue to 
affect the UK economy and weigh on logistics companies, 
affecting planning decisions now and for the period after 
March 2019 when the UK departs from the EU. 

UK logistics market
FLEET INVESTMENT INTENTIONS
HGV fleet investment levels in the first half of the year were 
slightly lower (index of 57.8) than expectations expressed 
in January 2018, when the index was 60.5 (fig. 1). However, 
expectations for the second half of the year were identical to 
views expressed at the start of the year, at an index of 60.0. 
Van investment in the year to date exceeded the expectation 
at the start of 2018, with an actual investment index of 57.6 
compared to an expectation of 54.7, though investment is 
expected to fall in the latter half of the year to 55. Confirmed 
investment in trailers in the first half of the year (index 
value of 61.7) was higher than predicted at the beginning of 
the year but is expected to fall back slightly to 59.8 for the 
remainder of 2018.

Road freight
ROAD FREIGHT ACTIVITY
Domestic road freight activity was well below expectations 
for the first half of the year (index of 61.3 compared to 
70.0). It is anticipated to rise to 68.1, but this is still slightly 
below the level anticipated at the start of the year (fig. 
2). International road freight was more subdued than 

Figure 1 Fleet investment intentions
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Source: FTA Logistics Update Survey 2018



<50 = decrease, >50 = increase
Index values over 50 indicate a positive outlook for activity whilst values below 50 signify a negative outlook for activity

10 FTA LOGISTICS UPDATE 2018 © FREIGHT TRAnSPoRT ASSoCIATIon

SECTIon 1 • UK EConoMY

Figure 2 UK logistics market activity sentiment for fi rst half of 2018 and expectations for second half of 2018

EXPORTS
First half
of 2018

Second 
half of 
2018

IMPORTS
First half
of 2018

Second 
half of 
2018

North America 58.3 65.4 North America 63.6 59.1 

South America 64.3 68.8 South America 50.0 50.0 

Africa 75.0 35.7 Africa 75.0 60.0 

Middle East 69.2 66.7 Middle East 71.4 50.0 

Indian Subcontinent 75.0 75.0 Indian Subcontinent 44.4 42.9 

Far East 70.0 53.6 Far East 64.3 53.6 

Australia 70.8 59.1 Australia 38.9 44.4 

Western Europe 61.1 52.8 Western Europe 57.5 50.0 

Scandinavia 42.9 57.1 Scandinavia 43.8 50.0 

Eastern Europe 56.3 50.0 Eastern Europe 50.0 57.1 

Mediterranean 50.0 43.8 Mediterranean 45.5 50.0 

First half
of 2018

Second half 
of 2018

Domestic 61.3 68.1

International 61.9 60.8

First half
of 2018

Second half 
of 2018
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EXPORTS
First half
of 2018

Second 
half of 
2018

IMPORTS
First half
of 2018

Second 
half of 
2018

North America 75.0 62.5 North America 75.0 64.3 

South America 50.0 50.0 South America 50.0 50.0 

Australia 66.7 58.3 Australia 75.0 50.0 

Southern Africa 50.0 50.0 Southern Africa 33.3 50.0 

Far East inc Japan 62.5 64.3 Far East inc Japan 40.0 38.9 

Middle East 62.5 60.0 Middle East 50.0 50.0 

Western Europe 60.0 60.0 Western Europe 60.0 50.0 

Source: FTA Logistics Update Survey 2018

ROAD FREIGHT ACTIVITY SENTIMENT RAIL FREIGHT ACTIVITY SENTIMENT
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SEA FREIGHT ACTIVITY SENTIMENT
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anticipated (61.9 versus 68.3) and was expected to remain at 
the same level for the rest of 2018.

INSOLVENCIES
Figures published by the Insolvency Service reveal the 
number of road freight operators declaring insolvency eased 

for the second quarter in Q2 2018 (fig. 3). However, the 
number of road freight operators declaring insolvency was 
64.9 per cent higher in Q2 2018 than a year earlier, but 47.0 
per cent lower than the record high reported in Q4 2017. 
The long-term trend since the end of 2011 has generally 
been downwards.

BUSINESS EXPECTATIONS
Respondents to the FTA Logistics Update Survey rated their 
confidence in business growth over the next three years. The 
results indicated that, on average, confidence in business 
growth over the next three years improved moderately 
since the beginning of the year (fig. 4). Those who were 
‘moderately-to-completely confident’ grew from 81 per cent 
to 83 per cent and those who were completely confident 
rose from 4 per cent to 7 per cent. 

Respondents’ view of the impact of external factors on 
business had not changed since the beginning of the year 
(fig. 5). ‘Global trade tariffs’ was considered to represent a 
neutral impact, whilst all other factors were thought to have 
a negative effect. Similar to six months ago, margin erosion 
was still believed to be the most negative external factor.

DEMAND FOR THIRD PARTY SERVICES
Demand for third party services was higher than anticipated 
at the beginning of 2018 (fig. 6). Expectations for haulier and 
contract hire are greater for the second half of the year than 
six months ago, and slightly lower for contract distribution. 
This may indicate a stabilisation of longer-term contracts.

Figure 3 Number of road freight operators declaring insolvency

0

20

40

60

80

100

120

140

Q
2 

20
18

Q
4 

20
17

Q
2 

20
17

Q
4 

20
16

Q
2 

20
16

Q
4 

20
15

Q
2 

20
15

Q
4 

20
14

Q
2 

20
14

Q
4 

20
13

Q
2 

20
13

Q
4 

20
12

Q
2 

20
12

Q
4 

20
11

Q
2 

20
11

Q
4 

20
10

Q
2 

20
10

Q
4 

20
09

Q
2 

20
09

Q
4 

20
08

Q
2 

20
08

Source:  Insolvency Statistics: April to June 2018, The Insolvency Service

Figure 4  Confidence in business growth in the next three 
years
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Figure 6 Demand for third party services
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Figure 5 Impact of external factors on business
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Rail freight
RAIL FREIGHT ACTIVITY 
According to the office of Rail and Road (oRR), in the year 
to June 2018, the total volume of rail freight moved fell to 
17.07 billion net tonne kilometres, a 1.0 per cent reduction on 
the previous year. During the same period, bulk and semi-
bulk volumes fell marginally by 1.6 per cent while domestic 
intermodal decreased by 1.0 per cent. 

The amount of coal moved fell to 1.2 billion net tonne kilometres, 
a drop of 10 per cent compared to the same time in 2017. The 
total amount of freight lifted in the 12 months to June 2018 
decreased by 54.7 per cent and is now at 75 million tonnes. 

Respondents to the Logistics Update Survey indicated that 
bulk rail freight activity for the first half of the year was higher 
than expected. However, the domestic intermodal market 
fell far below expectations (the index fell from 92.9 at the 
beginning of the year to 66.7 at the half way point) and is 
expected to remain at the same level for the rest of 2018 (fig. 
2). International intermodal freight activity was fairly positive 
for the first half of the year, but is expected to fall to 50.0 in 
the second half.

Air freight 
AIR FREIGHT ACTIVITY
Air freight activity exceeded expectations for the majority 
of routes, but imports from the Far East, including Japan, is 
predicted to deteriorate in the second half of 2018 (fig. 2).

According to the International Air Transport Association 
(IATA), global air freight tonne kilometres (FTKs) grew 
by 4.7 per cent in the first half of 2018 compared to the 
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same period a year ago. IATA expects FTKs to increase by 
around 4.0 per cent in 2018, providing the current growth 
rate continues. This may be affected if international trade 
tensions increase.

Sea freight 
SEA FREIGHT ACTIVITY
According to DfT, Port Freight Statistics (April to June 2018), 
when comparing the rolling year to June 2018 with June 2017, 
total tonnage through UK major ports decreased by 2 per 
cent to 464.6 million tonnes and the total volume of unitised 
traffic decreased by 2 per cent to 23.7 million units.

These outcomes were echoed by participants in the Logistics 
Update Survey, where it was found that sea freight activity 
was below expectation in the first half of the year, with the 
exception of South America where actual export activity 
exceeded anticipated levels (an index of 64.3 compared 
to 50.0) (fig. 2). overall, sea freight activity is expected to 
deteriorate across most routes for the second half of the year.

Warehousing
WAREHOUSING TRENDS AND RATES
In recent years, Colliers International has given an indication 
of prime rents for small shed warehouses in a selection of 
locations around the UK. It defines small sheds as units 
of 10,000 square feet to 30,000 square feet in a prime 
industrial location that are of typical specification and have:

• a minimum eaves height of 18ft
• 10 to 15 per cent office content
• 45 to 50 per cent site cover

The latest data indicates prime small shed warehouse rents 
in July 2018 were unchanged in 11 out of a 25 location 

sample compared to six months earlier; the remaining 14 
locations showed increases. Unsurprisingly, the highest 
rents were for properties in and around London compared to 
the rest of the UK.

Costs
FUEL PRICES
Bulk fuel prices in June 2018 were higher compared to 
December 2017, due to the weak pound and the continuing 
rise of the price of crude oil. Marine fuels were affected 
particularly badly, and rail freight gas oil also increased 
significantly, up by over 12 per cent from the end of 2017 
to mid-year (fig. 7). From a UK perspective, since the vote 

Figure 7 Change in principal transport fuel costs

Product Application December 2017 price June 2018 price % change

Diesel* HGVs, vans 97.09ppl 103.31ppl 6.4%

Gas oil* Rail freight 50.62ppl 56.79ppl 12.2%

Marine 
bunker fuel** Deep sea freight 868 (index) 1,041 (index) 19.9%

Heavy 
fuel oil*** Deep sea freight $378.50/tonne $449.30/tonne 18.7%

Jet fuel 
(kerosene)*** Air freight $612.96/tonne $656.75/tonne 7.1%

*Portland Analytics Ltd (bulk prices) **S&P Global Platts (bunkerworld.com) ***The National Institute of Statistics and Economic Studies (INSEC) ****Morningstar published by Financial Times (ft.com)

Figure 8  Index of trends in operating costs and haulage 
rates 2008–June 2018

HGV operating costs Haulage trends RPI
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119.4

110.8

113.9

2013

142.1

121.2

133.5

2017

143

125.4

146.1

June
2018

146.2

126.4

148.3

Source:  FTA Manager’s Guide to Distribution Costs
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2018 has so far been a bullish year for oil prices; having started the 
year at $66 per barrel (bbl), Brent Crude broke $80/bbl back in May 
(for the first time since november 2014) and has continued to remain 
within a $70–$80 window ever since. With prices currently edging 
back towards $80/bbl, we look at the reasons behind this year’s rise 
and examine whether this trend is set to continue into the first half 
of 2019.

Increased world oil demand has been the primary price driver in 
recent months, indicated by draws on oil stockpiles, particularly in 
the US where the Energy Information Administration (EIA) reported 
a 12m barrel fall in stocks in a single week over summer. Rising 
demand is a trend set to continue, with organization of Petroleum 
Exporting Countries (oPEC) predicting a requirement of 100m 
barrels per day (bpd) by the end of 2018.

High demand is set against a landscape of fragile supply, 
predominantly in the Middle East. Instability in Libya resulted in a 
declaration of force majeure at several ports, while chokes at major 
export channels eg Bab-el-Mandeb and the Strait of Hormuz, caused 
issues for Red Sea and Persian Gulf producers respectively. Further 
afield, Venezuelan production (previously one of the highest in the 
world) has fallen off a cliff in the wake of economic crisis.

Additionally, the collapse of the Joint Comprehensive Plan of Action 
– the nuclear agreement between the US and Iran – back in May led 
to the re-imposition of sanctions on Iranian oil, due to come into 
force in november. Iranian exports are already down 700,000bpd 
and this could potentially see a further 500,000bpd removed from 
the market, driving prices up.

As a result, Portland would expect oil prices to end the year around 
$85/bbl. However, the current issues around supply will not last 
forever and the market should soften as a result. 2019 could see 
a resolution to uncertainties in Iran and Venezuela, while the US 
is already taking steps to plug the supply gap in the meantime, 
overtaking Saudi Arabia as the world’s largest oil producer in 
September. As world supply stabilises, oil prices should follow suit. 

Furthermore, demand growth could become more fragile, caused 
in part by the US/China trade war. Any intensification could see 
demand figures tail off, causing prices to settle. The combination of 
these two factors could see Brent Crude lie at around $80/bbl by 
mid-2019. 

In terms of the UK market for refined products (priced in sterling), 
the impact of exchange rates is fundamental. Clarity around Brexit 
prior to the March deadline is likely to be the main driver for foreign 
exchange markets in the coming months. Watch this space.

Source: Portland Analytics Ltd

outlook: Fuel prices H1 2019

Figure 9  Changes in input costs in the first half of 2018 and expectations for the second half of 2018

-2 = Decreased significantly   2 = Increased significantly
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Source:  FTA Logistics Update Survey 2018
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to leave the European Union, the pound has been trading 
at 30-year lows against the US dollar and was over 10 per 
cent lower in June 2018 than before the referendum vote, 
although it was up compared to a year ago.

oil is priced in US dollars, so the year-on-year increase 
in sterling value (against the dollar) has compensated for 
the rise in oil costs for UK importers; diesel prices have 
also experienced a similar effect. There were year-on-year 
increases of just over 15 per cent for bulk diesel prices, while 
at the same time the price of Brent Crude rose by almost 
60 per cent to a monthly average of $75.94 a barrel (bbl) in 
June 2018.

ROAD FREIGHT OPERATING COSTS
According to FTA’s Manager’s Guide to Distribution Costs, 
total operating costs for a 44 tonne articulated truck rose 
by 6.2 per cent in the year to 1 July 2018. This compares 
to a 3.4 per cent increase in the RPI (Retail Prices Index) 
inflation rate in the year to June 2018 and is a result of most 
input costs increasing, notably fuel costs which rose 14.3 per 
cent during the year. HGV operating cost movements have 
risen for the last two and a half years, mainly due to rising 
fuel costs (fig. 8). The gap with haulage rate movements 
has widened further, as shown by the sample of domestic 

haulage rates given by contributors which rose by just 1.2 
per cent in the first half of 2018. Given that only 25.2 per 
cent of the sample rates increased in the first half of the year, 
this shows that many hauliers have not been passing the 
increase in vehicle operating costs on to their customers.

ROAD FREIGHT INPUT COSTS
The FTA Logistics Update Survey found that input costs 
had all risen in the first half of 2018 (fig. 9). Whilst wage 
rates, insurance costs, vehicle asset costs, and repair and 
maintenance costs all rose slightly, respondents highlighted 
that fuel costs had risen to a much greater extent. The 
outlook for the second half of 2018 is similar, but all input 
costs are expected to rise at a slower rate than the first half 
of 2018.

COMPARATIVE COSTS BETWEEN MODES
The survey also asked about changes in freight rate costs 
across all modes (fig. 10). Costs had increased slightly 
for road, rail, air, and sea freight, in line with anticipated 
increases six months earlier. Respondents indicated that in 
the first half of 2018, domestic road freight had increased 
the most, closely followed by international road freight 
and air freight. As outlined previously, rising fuel costs will 
have been a factor in the increases. When asked about 
expectations for the second half of 2018, the outlook was 
broadly similar.

Staffing and skills
STAFFING
The FTA Logistics Update Survey polled respondents about 
the proportion of their staff who are EU nationals. According 
to respondents, the vocation with the largest proportion 
of EU workers was HGV drivers, representing one in six 
staff. This is up from second place six months ago when 
warehouse staff formed the greatest percentage (fig. 11). 
Contributors indicated that the proportions of EU staff in 
driving vocations was higher than national levels. There was 
a lower proportion of warehouse staff and a significantly 
smaller percentage of forklift drivers when compared to 
the entire labour force, which may be due to the demand 
for these vocations from sectors other than logistics such 
as wholesale and retail. The number of HGV and van driver 
EU nationals both decreased, along with those working in 
elementary storage occupations, but EU nationals working 
as forklift drivers, couriers, and managers all increased.

Participants in the FTA Logistics Update Survey were 
asked to rate their anticipation of staff shortages across 
key logistics vocations in the first half of 2018. There was a 
marked increase (up by 16 per cent) in respondents unable 
to fill HGV driver vacancies compared with just 10 per cent at 
the end of 2017 (fig. 12). of the key logistics vocations, fitter, 
mechanic and technician roles are still seen as the hardest 
to fill, with 19 per cent of respondents stating they anticipate 
unfilled vacancies in this category (up from 14 per cent six 
months ago). overall, van driver jobs are expected to be the 

Figure 10  Changes in freight rate costs in the first half of 
2018 and expectations for the second half of 
2018
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Figure 11  Percentage of EU workers in key logistics 
vocations
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Source: FTA Logistics Update Survey 2018

Figure 12  Anticipated staff shortages for the second half of 
2018
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Source: FTA Logistics Update Survey 2018

easiest to recruit, with nearly 50 per cent of participants 
stating they had no problem.

The survey also asked participants about the measures 
they were taking to address and improve recruitment and 
retention of new staff. The most popular measure was 
funding driver training programmes, followed by taking on 
apprentices (fig. 13). These measures were in third and fifth 

place respectively six months ago, when investing in new 
vehicles topped the proposed improvements. Promotion 
of apprenticeship programmes is likely to have led to the 
increase in employers engaging with these schemes.

The majority (60 per cent) of survey respondents raised 
salaries by between 1 and 5 per cent in the first half of 2018 
(fig. 14); this was in line with predictions at the end of 2017. 
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Figure 13 Measures to improve recruitment and retention of HGV drivers
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Source: FTA Logistics Update Survey 2018

Figure 14 Percentage of respondents changing staff pay
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Figure 15 Key challenges for transport managers 
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The UK’s transport 
and logistics 
Industry is well-
placed to help UK 
business continue 

its march into the global marketplace. The survey findings 
of the FTA very much align with our Santander Trade 
Barometer findings in that three quarters of businesses 
operating in the industry are confident their business will 
grow over the next three years.

That offers a boost to the UK economy at just the right 
moment. For UK businesses there are some potential 
headwinds including a slowdown in economic global 
growth as trade tensions mount, as well as some of the 
uncertainties around Brexit. But such worries do not 
have to get in the way of the UK continuing to increase 
its exports – and freight and logistics companies will 
continue to play a crucial enabling role in the success 
of UK businesses, whether that be on a domestic or 
international stage.

In terms of international trade the opportunity is there, 
with exports at their highest ever level and continued 
strong growth expected. Exports of British goods grew 
11% last year, official figures show, with sales in emerging 
markets particularly strong.

The weakness of the pound in recent times offers UK 
exporters a competitive advantage in key international 
markets. With the Bank of England still looking unlikely 
to raise interest rates significantly in the near future and 
inflation under control, foreign exchange rates should 
remain supportive. Plus there is a clear appetite for high-
quality British goods in markets all around the world.

Indeed, while Brexit uncertainty worries exporters, 
the demand for UK-made products is increasingly 

global. The European Union will remain a key trading 
partner irrespective of the final outcome of the Brexit 
negotiations, but new markets also provide opportunities 
that should not be overlooked, exports to India (up 32% 
last year) and China (up 15%) are particularly strong. 

Global growth in e-commerce, meanwhile, offers UK 
businesses a means to increase sales overseas without 
expanding their geographical footprint: online sales 
are an important part of the story in rising exports and 
Transport & Logistics (T&L) providers will continue to 
play a crucial role in helping UK companies capitalise on 
these opportunities. often, it is the fear of the unknown 
that prevents exporters moving into new territories: they 
may be convinced there is a market for their goods, but 
they’re deterred by the practicalities of doing business 
in a country for the first time – from how they’ll get 
goods through customs to how they’ll deliver to the end 
customers. The T&L sector has the answers to these 
questions, using its knowledge and expertise to smooth 
the way for exporters to explore opening up new markets 
by overcoming regulatory hurdles and practical barriers 
at every stage of the supply chain.

Those firms that rise to the challenge will secure growth, 
both for themselves and for their customers – and by 
extension the UK economy. With an outlook for the global 
economy that is relatively benign, T&L companies will be 
at the forefront of helping UK businesses to overcome the 
headwinds and prosper on the global stage.

For more information on the Santander Trade Barometer 
please visit: www.santandercb.co.uk/tradebarometer.

John Simkins 
Head of Transport & Logistics 
Santander Corporate & Commercial Banking

Driving the global opportunity

However, during the second half of 2018 most respondents 
(70 per cent) expect to freeze pay.

FTA’s annual Transport Manager Survey8 is the most 
comprehensive insight of transport managers’ views 
regarding the current state of the industry and the role they 
themselves play in UK logistics. Respondents were asked 
to rate a set of issues according to how challenging they 
perceived them to be, on a scale from ‘not at all challenging’ 
to ‘extremely challenging’ (fig. 15). In contrast to the previous 
year, the price of fuel moved from the sixth most challenging 
to the first, reflecting the substantial rise in fuel prices in 
2018.

8 Transport Manager Survey, FTA, September 2018

SKILLS
According to the FTA Skills Shortage Report9, in Q4 2017, the 
wider logistics industry employed 2.6 million people, of which 
11 per cent were non-UK EU nationals. As mentioned earlier, 
the vocation with the largest proportion of EU workers was 
HGV drivers, where they represent one in six staff.

non-UK EU driver numbers have decreased by more than 
6,000 (a 14 per cent drop since Q4 2016) at the same time as 
the total number of drivers decreased by 13,000, suggesting 
the EU driver proportion has fallen slightly to 12 per cent 

9 FTA Skills Shortage Report, RepGraph, May, 2018
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Figure 17 Internal challenges to growing internationally
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 Figure 18 External challenges to growing internationally
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(fig. 16). The proportion of drivers who are EU810 nationals  
has fallen by 7,000, and this accounts for around half of 
the overall fall in driver numbers and all the reduction in EU 
national drivers.

International growth
In terms of internal challenges to growing internationally, 
“building the right team” replaced “maintaining profitability” 
as the greatest difficulty (fig. 17). “Cost of research of new 

10  EU8 countries are Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, 
Slovakia and Slovenia

markets” remained at a similar level (21 per cent mid-year 
versus 22 per cent at the beginning) but “access to finance” 
fell from 22 per cent to 14 per cent.

Comparing the start of 2018 to the end of June, external 
challenges to growing internationally changed in order of 
priority. Whilst “market uncertainties caused by Brexit” 
continued to be the biggest challenge, “customs and 
regulation” moved to second place, and “exchange rate 
concerns over global economy” dropped to third (fig. 18).

Figure 16 Selected logistics skills indicators and occupations

Q4 2016 Q4 2017  

HGV Drivers

HGV drivers employed 333,000 320,00

Average age of HGV driver 47.7 years 47.9 years

Percentage of HGV drivers who are EU nationals 13% 12%

Gross hourly pay £10.26 £11.55

Drivers claiming job seeker’s allowance 500 385

Other selected logistics occupations

Transport Managers and directors in employment 87,000 74,000

Professional van drivers in employment 259,000 245,000

Percentage of van drivers who are EU nationals 8.5% 7.3%

Forklift drivers in employment 87,000 73,000

Percentage of forklift drivers who are EU nationals 18.4% 26.0%

Source: FTA Skills Shortage Report, RepGraph, May 2018
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Preparations for the UK’s withdrawal from the EU have dominated much of political discourse and 
media attention in recent months, with concern over retaining frictionless trade becoming noticeably 
more important for Logistics Update Survey respondents. However, important developments are 
taking place in other areas of policy that affect logistics as well, especially the development of Clean 
Air Zones and new impetus to the agenda for transport carbon emissions reduction.

International trade
CROSS CHANNEL TRADE 
According to the latest figures published by the Department 
for Transport (DfT), 871,617 road goods vehicles travelled 
from Great Britain to Europe in Q2 2018, up 2.0 per cent 
compared to Q1 2018 and 0.5 per cent compared to Q2 
2017. This comprised of 599,898 powered vehicles1 over 3.5 
tonnes GVW and 271,719 unaccompanied trailers2 (fig. 19). 
Poland has the largest proportion of powered vehicles, with 
19.1 per cent of the total number of powered vehicles Polish-
registered (fig. 20). The UK has the next largest proportion, 
with 14.7 per cent of the total number of powered vehicles 
being UK-registered. In Q2 2018, 80.1 per cent (480,767) of 
all powered vehicles travelling from Great Britain to Europe 

1 Powered vehicles: rigid lorries, articulated lorries (tractors and trailers, counted as 
one unit) and tractor units with no trailer

2 Unaccompanied trailers: tow-bar trailers and articulated semi-trailers, not 
accompanied on the ferry by a tractor unit

used the Dover Strait Port Group. In the same period, 7.2 
per cent (42,780) of all powered vehicles travelled across 
the north Sea, and 9.3 per cent (55,686) travelled across 
the Irish Sea to the Republic of Ireland. The remaining 3.4 
per cent (20,665) crossed the English Channel. France is the 
most common destination of all powered vehicles, with 83.2 
per cent (498,923) disembarking there in the quarter (fig. 
21).

Figure 21  Proportion of powered vehicles disembarking in 
France Q2 2018

83.2%
Powered 
vehicles France

Source: Road Goods to Europe: July 2017 to July 2018, DfT, 2018

Also in Q2 2018, 71.5 per cent (194,372) of all 
unaccompanied trailers travelling from Great Britain to 
Europe travelled across the north Sea. In the same period, 
24.2 per cent (65,666) of all unaccompanied trailers 
travelled across the Irish Sea to the Republic of Ireland 
(fig. 22). The netherlands is the most common destination 
for unaccompanied trailers, with 43.0 per cent (116,758) 
disembarking there during this period (fig. 23).

Figure 22  Number of road goods vehicles travelling from 
GB to the Republic of Ireland in Q2 2018
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Source: Road Goods to Europe: July 2017 to July 2018, DfT, 2018

The DfT report also outlines the number of road goods 
vehicles that travelled from Great Britain to northern 
Ireland, which are not included in the figures above. In Q2 
2018, 103,017 road goods vehicles travelled from Great 

Figure 19  Number of road goods vehicles travelling from 
GB to Europe in Q2 2018
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Source: Road Goods to Europe: July 2017 to July 2018, DfT, 2018

Figure 20  Poland and UK share of powered vehicles 
travelling from GB to Europe in Q2 2018

Poland 19.1%
Powered 
vehicles

UK 14.7%

Source: Road Goods to Europe: July 2017 to July 2018, DfT, 2018

Section 2 •  Logistics industry developments
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Britain to northern Ireland, comprised of 37,320 powered 
vehicles and 65,697 unaccompanied trailers.

The total number of powered vehicles ultimately travelling 
to the Republic of Ireland after disembarking in northern 
Ireland has not been recorded. However, in 2016 it was 
estimated one million HGVs, or 2,700 a day, crossed the land 
border to enter Ireland3.

Figure 23  Proportion of unaccompanied trailers 
disembarking in the Netherlands in Q2 2018
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Source: Road Goods to Europe: July 2017 to July 2018, DfT, 2018

PORT FREIGHT
According to the latest analysis by DfT, 481.8 million tonnes 
of freight were handled by UK ports in 2017, down just 0.5 
per cent on the previous year. The majority of this (97.7 per 
cent or 470.7 million tonnes) passed through the major 
ports4, down just 0.4 per cent compared to 2016 (fig. 24). 

Figure 24  Freight handled by UK major ports in 2017 
(million tonnes)
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Source: UK Port Freight Statistics 2017, DfT

Tonnage through the minor ports fell by 1.3 per cent in 2017 
compared to 2016, to a total of 11.1 million tonnes.

3 Ireland and the UK – Tax and Customs Links, Irish Tax & Customs Statistics & Economic 
Research Branch

4 UK major ports: ports handling over one million tonnes a year, and a small number of 
other key ports

of the goods handled by the major UK ports, 62.3 per cent 
(293.0 million tonnes) was inward traffic, compared to 37.7 
per cent (177.7 million tonnes) of outward traffic. Inward and 
outward traffic includes both domestic and international. 
International traffic makes up over 80 per cent of all port 
freight traffic handled by the UK major ports.

The UK imports more goods than it exports, as shown 
by the UK trade figures published by the office of 
national Statistics (onS). In 2017, 243.5 million tonnes of 
international imports entered the UK via its major ports, 
up 2.1 per cent compared to 2016. In the same year, 136.6 
million tonnes of international exports left the UK via these 
major ports, up 0.8 per cent compared to 2016. 

The EU is the largest international trade route, with 54.6 per 
cent (207.6 million tonnes) of international tonnage passing 
through the UK major ports in 2017 destined for EU markets 
(fig 25). This consisted of 116.7 million tonnes of imports and 
90.9 million tonnes of exports, both up marginally compared 
to 2016. Trade with ports in the netherlands accounted for 
30.3 per cent of the EU port traffic passing through the 
UK major ports in 2017; a total of 62.8 million tonnes were 
handled to/from ports in the netherlands, up 2.7 per cent 
compared to 2016.

Figure 25  Traffic with the EU remains the largest 
international route
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Source: UK Port Freight Statistics 2017, DfT

Unitised traffic has grown for the fifth successive year, 
with 24.1 million units of traffic passing through the UK 
major ports, up marginally (just 10,000 units) compared 
to 2016. The number of roll-on roll-off units rose by 5,000 
units to 18.2 million units but remains 3.6 per cent below 
the pre-recession peak in 2007. Container traffic also rose 
marginally, by 5,000 units, to a record-high of 5.9 million 
units or 10.2 million twenty-foot equivalent units (TEUs).

Factors in UK port congestion all deteriorated slightly over 
the first half of 2018. Rail access links remained as the 
best performing factor, followed by rail inland haulage for 
containers (fig. 26). Availability of inland road haulage for 
containers was again the worst performing factor, though its 
deterioration was considered to be largely unchanged since 
the start of the year (index value down from 33.8 to 32.1).
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FUTURE CUSTOMS ARRANGEMENTS WITH THE EU
Discussions on the future customs arrangement between 
the UK and EU are currently stalled. The UK government has 
released a series of industry-specific documents regarding 
the implications of a ‘no-deal’ Brexit5. These include relevant 
information on road haulage, customs and borders, driver 
licencing, imports and exports, motor insurance, passports, 
and vehicle emissions and standards.

In an impact assessment report by Dover Council6, port 
officials warned customs checks, which would be necessary 
in the case of ‘no deal’, could lead to 17-mile traffic jams on 
the M20. May 2018 saw the unveiling of a new strategy, 
called operation Brock, designed to ease the traffic 
problems currently caused by operation Stack should a ‘no-
deal’ Brexit happen. If customs arrangements require lorries 
to queue along the M20 before they are cleared to cross the 
Channel, operation Brock will see a contraflow system keep 
one half of the motorway open while the other is used as a 
lorry park. The plan is cited as a temporary measure, though 
it is unlikely a permanent solution could be put in place for 
many years.

The sticking point in talks over future customs arrangement 
is the Irish border, the UK’s only land border with the EU. 

5 How to prepare if the UK leaves the EU with no deal. Department for Exiting the 
European Union, September 2018.

6 The potential impact of Britain leaving the European Union (EU) on the Dover District. 
Dover District Council, 2018

The EU has proposed northern Ireland become part of its 
customs territory, to keep a frictionless border between 
northern Ireland and the Republic, but UK government, 
though keen to protect the seamless crossing and prevent 
an otherwise ‘hard border’ between the two territories, 
currently refuses the EU’s proposal due to the customs 
border it would likely create between northern Ireland 
and the rest of the UK. The vast majority of freight traffic 
leaving the Republic of Ireland is exported from Dublin and, 
according to Ireland’s Central Statistics office, about 85 per 
cent of its total EU freight trade goes via British ports7. There 
are concerns that failure to reach a Brexit agreement could 
have fundamental impact on Ireland’s trade with both the 
UK and the EU. The EU has been debating plans for short sea 
routes from Ireland that would bypass the UK in future.

BREXIT AND BUSINESS
Respondents to the FTA Logistics Update Survey 2018 were 
asked what type of Brexit their company is planning for (fig. 
27). Sixty-three per cent either did not know or indicated 
no plan was yet in place. of those who were aware of their 
company’s plans, the largest proportion stated that “all 
Brexit scenarios” were included in the planning. The smallest 
proportion (6 per cent of all respondents) stated that their 
company was planning for no transition and no deal by 
March 2019.

7  Statistics of Port Traffic, Control Statistics office, Ireland, June 2018

Figure 26 Factors in UK port congestion
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Road freight
Increased discussions have been taking place recently over 
some element of reform of road charging for HGVs, albeit on 
a long-term basis. The London Mayor’s Transport Strategy8, 
published in March 2018, also explores the possibility of 
a London-wide road user charge. Debate is taking place 
about related environmental and efficiency issues as well 
as about the need to replace lost government revenue from 
fuel duty, as and when road vehicles switch away from petrol 
and diesel.

ROAD USER LEVY
The HGV Road User Levy was introduced in 2014; part of 
the case for it was to ensure non-UK registered lorries 
were charged for their use of UK roads. In March 2018, the 
government announced changes to the levy: from February 
2019, lorries that meet the Euro VI emission standard will be 
eligible for a 10 per cent reduction; vehicles that meet Euro V 
or below will be subject to a 20 per cent increase. Concerns 
have been raised about the increased burden this will place 
on SMEs who still run Euro IV and Euro V standard vehicles, 
as they will need to upgrade their vehicles sooner than 
they expected.

FUEL DUTY
Fuel currently represents over a third of total vehicle 
operating costs for a 44 tonne GVW articulated vehicle; even 

8 Mayor’s Transport Strategy, Greater London Authority, March 2018

though this is down from almost 40 per cent a few years ago, 
any change in the price of fuel will have a significant impact. 
In the 2017 Autumn Budget delivered on 22 november, the 
Chancellor of the Exchequer announced he would freeze 
Fuel Duty for 2018/19, cancelling an estimated potential 
increase of 1.80 pence per litre for 1 April 2018. no further 
changes were announced in the Spring Statement on 13 
March 2018. It was expected that a fuel duty rise of around 
1.74 pence per litre would be announced 2019/209 in Budget 
2018. However in a welcome announcement on 3 october 
this year, the Prime Minister, Theresa May declared that Fuel 
Duty would be frozen for the ninth year in a row.

Rail freight
RAIL TRACK ACCESS CHARGING
With a typical rail freight train removing 50 lorries from UK 
roads, the mode provides obvious benefits in terms of safety 
and congestion, as well as playing a key role in the supply 
chain for many customers.

This year, the office of Rail and Road (oRR) is announcing 
the outcome of its Periodic Review for 2019-2025; this is the 
process by which it decides what network Rail should deliver 
in terms of operating, maintaining, and renewing the rail 
network. It is also the mechanism for deciding what freight 
operators pay to access network Rail’s infrastructure. 

oRR appears to be considering simplification of charges, 
which is welcomed by rail freight users, but an increase in the 
level of charges for freight – albeit with a cap on increases in 
the early years. It has been argued there is a case for a more 
holistic government approach to enabling supply chains to 
optimise their use of rail freight. At the same time, continued 
cost control is still important, as is the need to progress the 
enhancement of rail freight infrastructure.

RAIL FREIGHT RELIABILITY 
Bulk and semi-bulk rail continued a steep downward trend in 
reliability in the first half of 2018 (fig. 28), while intermodal 
services improved slightly over the same period. 

Air freight
HEATHROW RUNWAY
In June, there was a key vote in the House of Commons on 
the expansion of Heathrow Airport. As part of a package of 
measures to make the plans more acceptable, DfT proposed 
a ban of 6.5 hours on scheduled night flights, which 
would threaten the already heavily-restricted night flying 
operations permitted at Heathrow. 

9 Per estimate for RPI inflation in oBR’s Economic and Fiscal outlook, March 2018

Figure 27 Planning for Brexit
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MPs voted to support the government’s Airports national 
Policy Statement, clearing the way for Heathrow Airport 
to submit an application for development consent for the 
project. 

The next stage is for the company to submit a development 
consent order application to the Planning Inspectorate; 
in principle, the approval process is expected to take 18 
months. If Heathrow is granted development consent, 
construction would begin in 2021 ahead of the new runway 
opening in 2026. 

However, previous attempts to expand the airport have been 
beset by legal challenges from those opposing the additional 
runway capacity, and strong resistance is expected to these 
plans, including from the Mayor of London.

Sea freight
Many ports are seeking to upgrade their container and other 
transport unit handling systems to cope with high volumes 
of imported goods. In recent months, container shippers and 
hauliers have repeatedly raised complaints about delays 
at Felixstowe, which appear to be primarily caused by the 
introduction of a new IT system at the port. Due to diversions 
to other container ports, this has had a knock-on effect 
which, in turn has stretched haulier capacity, leading to 
further problems.

Felixstowe is, by some distance, the UK’s largest container 
port by volume and one of the largest in Europe. Delays 
there threaten to have a major ripple effect on inland supply 
chains, supplies of goods, and capacity for hauliers who are 
able to move unaccompanied trailers. 

The issue of IT capability and inland haulage capacity for 
unaccompanied trailers is looming large as we approach 

the UK’s departure from the EU, especially if additional 
border checks result in an increase in unaccompanied trailer 
movements to a wider range of UK ports.

Urban
ELECTRIC VEHICLE INFRASTRUCTURE TASK 
FORCE
on 31 May 2018, the Mayor of London, Sadiq Khan, 
launched an Electric Vehicle Infrastructure Taskforce to help 
encourage the uptake of electric vehicles across the city. The 
working group is comprised of 16 organisations, including UK 
Power networks, the British Retail Consortium, and the RAC 
Foundation, with the aim of expanding charging provisions 
throughout London; a shared delivery plan is set to be 
published by the taskforce next year.

The ability for fleets to have access to rapid or overnight 
charging is essential for logistics if the government wants 
businesses to switch to low emission vehicles, as is the need 
for electricity substations to have the capacity to recharge 
large numbers of vehicles simultaneously. However, the 
issue is where the cost of paying for this falls – will it be on 
logistics companies, who already face increased costs from 
the purchase or lease of electric vehicles, or will funding for 
these developments be shared between the private sector 
and Transport for London (TfL)?

Around 2,000 standard charge points are already installed 
across the capital, and at least a further 150 TfL-funded ones 
are set to join them by the end of 2018, in addition to those 
established in residential neighbourhoods. TfL intends to 
make London a zero-emission city, with only zero-emission 
capable taxis licenced, and all single-decker buses emission 
free by 2020; this taskforce is seen as an important step in 
achieving this.

Figure 28  Rail network reliability from 2010 to the first half of 2018
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VAN REGULATION
The European institutions are still considering plans to 
change the rules on operator licensing and drivers’ hours and 
tachographs for vans. The latest wording proposed by the 
European Parliament’s Transport Committee seeks to install 
tachographs in all vans used for international transport. If 
passed, this legislation would be implemented before the UK 
leaves the EU in 2019, requiring all international operators of 
commercial vehicles between 2.4 and 3.5 tonnes to fit and 
use a tachograph device.

Tachographs record driving data, including time, speed, and 
distance, and are already legal requirements for vehicles in 
excess of 3.5 tonnes (HGVs). 

There is an argument that tachographs could help 
businesses comply with domestic drivers’ hours rules – and 
avoid the potential £300 fine drivers face for breaking them 
– but there are also concerns that introducing tachographs 
will add unnecessary expenses and time-consuming 
administration duties to van drivers, at a time when 
government is being called on to offer transport businesses 
more support.

SILVERTOWN TUNNEL
In May 2018, the Secretary of State for Transport gave 
the go-ahead for a new Thames crossing at Silvertown in 
London. Construction of the twin-road tunnel, which will 
connect the Royal Docks with the Greenwich Peninsula, 
is expected to begin in 2019 and be operational by 2024. 
Charges will be introduced at both crossings to help pay 
for the Silvertown Tunnel and manage demand. The aim is 
to ease congestion at the nearby Blackwall Tunnel, which 
has been identified as the source of poor air quality for local 
residents. Estimates from FTA show that it costs one pound 
a minute for an HGV to sit idling in traffic queues, so any 
improvement in traffic flows is welcome.

Air quality
URBAN AIR QUALITY RESTRICTIONS
Since the Logistics Report 2018 was published in May, a 
number of local authorities have continued to develop their 
thinking on the measures they are required to introduce 
to address poor air quality. To date, most of the detail of 
these plans is unconfirmed; the exceptions are the London 
Ultra Low Emission Zone, where the introduction date is 
october 2020 for the central area, and Glasgow, where a 
low emission zone affecting commercial vehicles will be 
introduced at the end of 2020. 

The impact of other emissions-based urban restrictions 
will depend on the outcome of the various consultations 
that English cities have held in recent months; while all the 
anticipated Clean Air Zones (CAZ) appear likely to include 
HGVs, the effect of the zones will also depend on the final 
size of the zones, availability of exemptions (for example, for 
vehicles being taken to Authorised Testing Facilities), and 
whether vans are also included.

Safety
LONDON DIRECT VISION STANDARD
As part of the Mayor’s ‘Vision Zero’ approach to eliminating 
all deaths and serious injuries from London’s roads by 2041, 
TfL has launched the Direct Vision Standard (DVS) for HGVs 
over 12 tonnes. The scheme uses a star rating system to 
evaluate how much an HGV driver can see directly from 
their cab in relation to other road users, with zero being the 
lowest and five the highest. Zero-star rated vehicles will be 
banned from entering the capital once the standard comes 
into effect in 2020, as will those not meeting a minimum of 
at least three stars from 2024.

Figure 29 HGV fatal accidents per billion vehicle miles
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Figure 30 Number of accidents and casualties involving HGVs 
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The scheme has been met with hostility and frustration, as 
the majority of current vehicles will be unable to meet the 
minimum one-star rating with no possibility to be retrofitted. 
Therefore, this past year has seen TfL finalise details of 
the HGV Safety Standard Permit Scheme (HSSP), which 
will issue permits to zero-star rated vehicles if they meet 
specific requirements.

These requirements include sideguards, Class V and VI 
mirrors, a fully operational camera monitoring system (which 
eliminates completely or minimises as far as practically 
possible the front and near-side blind spots), a driver alert 
system, signage to warn road users of the nearside blind 
spot, and an audible warning system to warn other road 
users when the vehicle is turning left. After consultations 
with FTA, TfL has confirmed the proposed inclusion of driver 
training will not form an obligatory part of the Safe System.

ACCIDENT RATE
Reported Road Casualties Great Britain recorded that, for 
2017, the HGV accident rate (for all severities) per billion 
vehicle miles fell by 48.7 per cent since 2007, and the 
number of HGV fatal accidents per billion vehicle miles was 
40.0 per cent lower. The number of fatal accidents per billion 
lorry miles fell by 7.3 per cent in 2017 compared to 2016 (fig. 
29).

Van accident rates followed a similar trajectory, with a 
reduction of 29.3 per cent and 48.8 per cent for accidents 
of all severities and fatal accidents per billion vehicle miles 
between 2007 and 2017.

Accidents of all severities involving HGVs per billion vehicle 
miles were down by 13.7 per cent in 2017 compared to 2016 
(fig. 30), somewhat better than the total accident rate for all 
severities, which fell by 6.3 per cent at the same time.

Figure 31 Policy actions for government
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Policy priorities
POLICY ACTIONS FOR GOVERNMENT
Respondents to the FTA Logistics Update Survey 2018 
gave their view on which policy actions government 
should prioritise from a range of options (fig. 31). The order 
of importance of government policy actions changed 

somewhat from the beginning of the year. While “road 
improvements” and “fuel duty cuts” remained the number 
one and two priorities respectively, “preserving free and 
frictionless movement of goods between the UK and the 
EU” climbed to third position, from eighth at the beginning 
of the year. “Improve truck parking and driver roadside 
facilities” also increased in priority, moving from fifth at the 
start of 2018 to fourth.
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