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|. Introduction

The impact of the Red Sea Crisis is perceived in ports, logistics, and key sectors like energy and
humanitarian aid, both globally and in Somalia, underlining the urgency for coordinated efforts to address
the challenges stemming from the Red Sea crisis.

Il. Impact of the Red Sea Crisis

Global Impact

The Red Sea crisis has unleashed significant disruptions on a vital trade route, triggering global
implications for trade dynamics. The rerouting of ships around Cape Town has increased the distance
and time of maritime voyages. Shipping rates from North Asia to the East Coast of the United States have
surged by 137%, while rates from North Asia to the West Coast have increased by 131%, for a 40-foot
container, from early October (Cohen, 2024).

This alteration in shipping routes has had a ripple effect on the Suez Canal, with a noticeable decline
in container ship transits, directly impacting global trade flows. The cumulative effect of these
disruptions is reflected in higher shipping costs, potentially adding up to 5% to import costs for member
countries of the Organization for Economic Co-operation and Development (OECD) that could add 0.4
percentage points to overall price rises after a year (LaRocco, 2024). This escalation in costs further
underscores the far-reaching consequences of the Red Sea crisis on the interconnected global trade
network.

The increasing trend of crude oil CIF prices because of the ongoing Red Sea attacks has heightened
energy market vulnerability, impacting 12% of global oil trade and pushing prices above $80 per
barrel. Major oil companies, including BP, Shell, and Equinor, respond with transit pauses and vessel
rerouting in the Red Sea. However, Fitch ratings expect no significant rise beyond $80/bbl unless there are
major disruptions to oil production or a broader escalation of attacks on key transport routes (Cohen, 2024).

Macro and Micro Trade and Economic Impact in Somalia

Cost of freight and insurance premium: particularly pronounced in the Berbera port, Somaliland,
container rent has experienced a threefold increase since November 2023, signifying a substantial
economic impact. This upward trajectory in expenses is further compounded by the expected rise in
insurance premiums for transport as the Red Sea crisis has led to a substantial increase in cargo insurance
rates for voyages through the affected area, increasing from the usual 0.6% to up to 2% of cargo value
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(Cohen, 2024). War risk premiums, added on top of standard rates, further amplify the cost of utilizing the
Suez Canal route, associated with heightened risks of shipping in the Red Sea during the crisis.

Supplies of wheat to Somalia may be temporarily hampered by the crisis which might cause short-
term food availability issues in the East African countries, including Somalia. Somalia is heavily
dependent on wheat imports from the EU, Russia, and Ukraine, passing through the Suez Canal (Cohen,
2024). Although the International Grain Council's Freight Index shows shipping costs below COVID-19
pandemic peaks, prolonged disruptions pose a threat, potentially leading to increased food prices for
consumers in the region. Somalia will need to investigate alternate sources of wheat such as Australia, but
with increased costs due to the low production because of El Nino effects (Glauber, 2024).

The potential risk of price hikes in the retail sector including the possibility of rapid price surges for
fuel and imported food items, especially those procured from Europe and Russia. An increase in
global fuel prices can swiftly lead to a corresponding rise in local fuel prices, triggering negative
repercussions such as heightened transportation expenses and increases in retail prices. Moreover,
imported food items such as wheat, sugar, vegetable oil, and pasta may be affected by changes in
importation barriers and the escalation of fuel prices. However, WFP VAM retail and market monitoring
data shows that the impacts have not yet transformed into local markets (VAM and Supply Chain Market
Monitoring, 2024).

Impact on Supply Points (Berbera and Mogadishu)

The situation in the Red Sea crisis has significantly impacted key logistical and economic aspects in the
region:

1. Strain in Salalah Port: The usage of Berbera Port has seen a decline over the past two months,
prompting short-term concerns. This decrease may be indicative of broader challenges affecting
the port's efficiency and operations.

2. Possibility of Berbera port being an alternative route: DP World is actively encouraging
customers to use Berbera as a transshipment port instead of Jeddah. This strategic move aims to
redirect shipping traffic and maintain the functionality of Berbera as a vital trade hub.

3. Fuel Dependency in Somaliland: Somaliland heavily relies on imported fuel for electricity and
transport. Any disruptions in the supply chain, such as those caused by the Red Sea crisis, may
affect the energy and transportation sectors within Somaliland.

4. Humanitarian Goods Delays: Reports indicated delays in transporting humanitarian goods (like
food) from Berbera port to Mombasa. These delays pose challenges to the timely delivery of
essential supplies, impacting humanitarian efforts in the region.

5. ODA Program Delays: ODA programs in Somaliland are facing delays in receiving equipment,
heightening operational risks. These delays may impede the progress of critical infrastructure
projects intended to benefit the region.
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I1l.Security Concerns for WFP Supply Chain:

The Red Sea crisis has impacted the operations of the World Food Programme (WFP) in Somalia, particularly
in the realm of sea transport for moving essential food and supplies. The disruptions in the region have
introduced challenges, hindering the WFP's ability to maintain its regular flow of humanitarian aid.

The expiration of the European Naval Force (EUNAVOR) Operation ATALANTA has notably affected the
security framework for WFP vessels operating in the region. Previously, EUNAVOR provided crucial security
coverage, employing armed vessel protection detachments and naval frigates to ensure the safe passage of
WEFP vessels along key routes in the Horn of Africa.

In response to the lapse in EUNAVOR operations, the WFP has been compelled to resort to private armed
guards for security purposes. This shift in security arrangements comes with its own set of challenges,
including additional financial costs and heightened operational risks. The reliance on private armed guards
underscores the complex and evolving nature of security concerns in the Red Sea region, impacting the
effectiveness and efficiency of humanitarian efforts carried out by organizations such as the WFP in
Somalia.

The recent developments in the Red Sea also have led to a general deterioration in maritime security.
Investigations are ongoing to determine a potential link between this instability and the observed increase
in Somali piracy as at least 14 vessels have been hijacked off the Somali coast since November 2023
(Chibelushi, 2024). The Ethiopia/Somaliland Memorandum of Understanding (MoU) has significant
implications for regional relations, disrupting Somalia's ability to focus on the stability of the marine
security.

In conclusion, the Red Sea crisis has far-reaching consequences, affecting local economies, regional
stability, global trade, and humanitarian efforts. The situation requires close monitoring,
international cooperation, and a concerted effort to find long-term solutions to mitigate the
multifaceted impacts.
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