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Road transport prices continue to rise
in June
With a further 0.8% increase in June according to the Upply
Freight Index, road transport prices in France are soaring
higher and higher, boosted by diesel prices. But inflation and
the downward trend in purchasing power are worsening the
economic situation.
The war in Ukraine has now been raging for a considerable period of time,
totalling 100 days on June 3. In addition to its accumulation of terror and
suffering, it fuelled the explosion in energy prices, which has played a large
part in inflation. Consumer prices are estimated to have risen by 5.8% in June,
according to INSEE's latest estimates. This inflation is eroding the French
population’s purchasing power, which, according to the newspaper Les Échos,
could see its second biggest fall in 30 years in 2022. This was also a key issue
in the parliamentary elections. The fracturing of the National Assembly and
the absence of an absolute majority is certainly a consequence of this
situation.
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An inflationary mechanism in transport

It was in this context that road freight transport prices recorded their 9th
consecutive month of increase, with a rise of 0.8% in June compared to
the previous month according to the Upply Freight Index. Nothing seems to be
able to stem the inflation of transport prices for the moment, not even the
slowing down or even the stopping of its main natural driving forces, namely
consumption and the automobile sector. Automobile sales were known to
have come to a standstill due to supply chain disruptions. The decline in
purchasing power is now attacking French household consumption; summer
sales started very badly in June and online sales are also starting to decline
after 2 years of spectacular growth.
It is therefore another mechanism that is driving transport prices
upwards, and this mechanism has a name: diesel indexation. Diesel prices
have jumped by almost 70% over 1 year (see table p.9) and are steadily rising
from month to month, which has an impact on the mechanism of passing on
the increases.

Source: Upply Freight Index - Road France
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The average transport rate in France in June was €1.653 per kilometer
driven. The curve below indicates a new resistance threshold which could
correspond to €1.700/km. Since the impact of diesel prices generally lags
behind by one month, it is likely that prices will continue to rise while
remaining below this new threshold.

Source: Upply Freight Index - Road France

Lose-lose relationship

On a year-on-year basis, prices rose by 14.4% in June. This sharp increase is
to be put in perspective with the increase in transport costs. The LD EA (LongDistance Tractor-Trailer) index of the National Road Committee (CNR) shows
an increase of 22.8% over the same period (see p.9), suggesting that carriers'
operating margin has deteriorated by more than 7 points on average over
one year. There is therefore the emergence of a lose-lose situation, where
both shippers and carriers are suffering from the rise in transport costs.
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Source: Upply Freight Index - Road France

The UFI spot index was up 0.9% over the month. As we have been writing
over the past few months, there is a very strong correlation between the UFI
and SPOT indices. This demonstrates a low volatility of spot prices in France,
which indicates that for the time there is a balance between transport
supply and demand. June is normally a month of increasing demand,
boosted by the needs of the construction, food, and tourism sectors. In June
2022, the fall in consumption has almost certainly smoothed the seasonality of
transport demand. Will transport enter a pre-recession period?
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Comparison of changes in contract prices and spot prices Source: Upply Freight Index – Road France

Perceivable decline in the business climate in France

In June 2022, a cloud began forming over the business climate in France and it
lost two points. At 104, it is dragged down by the decline in forwardlooking balances in services and retail trade. Both are victims of
deteriorating employment prospects and activity.
Quite surprisingly: in the construction sector, the indicator increased very
slightly. However, this rebound is the result of contrasting developments, with
business leaders in the sector showing less optimism about their future
despite recent activity being seen as more favourable.

7

2

FRENCH ROAD TRANSPORT PRICES EVOLUTION • JUNE 2022

Finally, the business climate is improving somewhat in industry, driven by the
balance of opinion on production, both past and forecasted.
It should be noted that the business climate in Germany is also falling more
than expected, where it is below its average level of 92.3. The rise in energy
prices and the risk of gas shortage in Europe's largest economy are of great
concern to German business leaders, mainly in industry, even if there is no
sign of a recession emerging...
Germany has initiated level 2 out of 3 of its emergency plan. Level 2 is
activated when the government believes there is a high risk of a long-term gas
shortage.

Professional diesel: an absolute record

The index of the National Road Committee for Professional Diesel (see table at
the end of the article), revised monthly, now stands at 270.23, an increase of
11.2% month-on-month and more than 69% over a year. This is
unprecedented. The month of June surpasses the previous record of March
2022, when the government rebate of 15 cents, excluding tax, had not yet
been put in place.
According to Jean-Luc Dejodje, president of the FNTR Nord, the share of the
diesel line in production costs increased to 25%, and then to nearly 30%
as of today. Road transport companies are doing their utmost to achieve
energy savings, by developing, for example, eco-driving. But more needs to be
done. "We're caught in a pincer effect. Our only salvation is passing on the
impact of our charges onto our selling prices to customers", added David Bray,
President of Bray Transportation in the North. In this regard, the CNR
published at the beginning of July a manual to help transport companies pass
on diesel indexation.
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CNR's LD EA Index up sharply

The purpose of the "Long-distance Tractor-Trailer" (LD EA) index is to observe
the evolution of the costs of long-distance mixed goods road transport, carried
out by means of tractor-trailers up to 44 T, running on diesel fuel. In June, not
surprisingly, the index set a new record at 170.3, up 4.1% over 1 month and
22.8% over 1 year. An annual increase of this kind has not been observed in
decades!
Of course, the hike in diesel prices is the main reason for the increase. But
all the other costs (maintenance, spare parts) are also affected by
inflation. The price of commercial vehicles is skyrocketing. The problem also
comes from uncertainties as to the price of new vehicles between the time of
the order and the time of invoicing, the purchase prices being indexed to
those of the components of the vehicle. The market is evolving in an
unprecedented setting, where demand exceeds supply according to the OVI
(Observatory of Commercial Vehicles).

Social discontent is growing

We recall the lengthy negotiations concerning statutory remuneration in 2021,
which resulted in two-stage salary increases: 5% in February 2022 and 1% in
May 2022. However, inflation in all world economies has reshuffled the
deck and stoked demands for wage increases.
Several trade unions demanded the reopening of negotiations and called for a
strike on 27 June. Other movements have also spread across the regions of
France. It seems clear that this is only the beginning of a movement that will
grow if declines in purchasing power are not taken into account. Government
action in favour of purchasing power will be crucial to complete the
negotiations as for the managers of transport companies, the room for
manoeuvre is narrow.
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Fit for 55 climate package voted

The European Commission's 'Fit for 55' climate package (55% being the 2030
greenhouse gas reduction target compared to 1990 levels), presented in July
2021, has made progress under the French Presidency of the European
Union, although certain texts were rejected by the European Parliament at the
beginning of June.
The Council adopted its general guidelines on emission reductions. In
particular, it agreed to include maritime transport emissions in the scope
of the Emissions Trading System (ETS) and to create a new separate
emissions trading system for the construction and road transport
sectors. By gradually reducing annual emission thresholds, carbon prices are
expected to rise mechanically and self-fuel a virtuous circle. Similarly, stricter
legislation will be put in place on new vehicles with internal combustion
engines, with a reduction in CO2 emission standards until they are completely
banned by 2035 and, in parallel, an initiative to deploy an interoperable
infrastructure for clean vehicles throughout the Union, i.e. standardisation of
electric charging stations. Now that the Council has adopted its positions on
these proposals, negotiations with the European Parliament can begin in order
to reach an agreement.

KEY INDICATORS

Sources: Insee, CNR
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