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News Top Stories

Carriers head west for a modern-
day gold rush — of freight

Carriers are trying to move to the West Coast as rate disparity
reaches new heights

Zach Strickland, FW Market Expert & Market Analyst ¥ - Saturday, September 18, 2021
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Carriers have a clear preference in terms of where they are trying to position
themselves in the U.S. and it illustrates just how unbalanced transportation
capacity continues to be. Loads traveling more than 800 miles (long haul) to
the West Coast have been rejected at nearly half the rate of any other region in
the continental U.S. over the past two months (long haul is used to eliminate
loads that move intra-region). As long as the freight market remains as
polarized as the U.S. political system, capacity will be an issue, which could lead

to even higher rates.

It is no secret that there have been literal boatloads of freight available to
move out of Southern California over the past year. This overwhelming amount
of freight largely moves in one direction, west to east, throwing transportation

capacity further out of balance.

Most of the nation’s imports come from China and other Asian countries and
head east on container ships to get to the U.S. Most of those goods enter the
country through the ports of Los Angeles and Long Beach, the nation’s largest

port complex.

The LA markets are home to one of the largest warehousing and distribution
center complexes in the country, known as the Inland Empire. Most of the
nation’s largest shippers own and operate facilities in this area, making it a

hotspot for surface transportation activity.
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With the gross majority of the freight demand growth arising from consumer
goods, there is an increasing flow of trucks moving toward the nation'’s
consumption centers on the East Coast. The result has been rates increasing
more significantly moving to the East than West. This is illustrated clearly by

spot rates over the past year.
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The spot rate for loads moving from LA to Dallas have increased over $2 per
mile since May of 2020, while rates for loads moving from Dallas to LA have

only risen around 40 cents per mile.

The problem with this setup is that most of the large cities no longer produce
material goods or raw materials that ship on trucks or move back west. This
means carriers will either sit for long periods of time or have to drive to find
more freight to move them back to the West. As the imbalance grows so does

the rate disparity.

Knowing all of this information, the most surprising thing may be that the
long-haul inbound rejection rate to the West Coast region is actually above
10%. Some of the West Coast region does include unappealing destinations
like Phoenix and Las Vegas, where consumption outweighs supply, but the
inbound rejection rate to Los Angeles is over 11%, not far from the inbound
regional average. For context, a rejection rate range when the market is well
supplied, such as 2019, is 2% to 3%.

Knowing that carriers are pricing themselves back into Southern California and
still unable to cover loads consistently means we are experiencing a true

capacity crunch as this number represents the amount of times carriers simply
do not have the equipment to cover the demand. But even when capacity rises

to meet demand, the large imbalance between East and West will still persist.
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