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The G 4
Is Coming

To Town
Look What We Are Getting For the Holidays!

ACLcargo.com

The G4 RORO/Containerships are bigger and greener with space for 
3,800 containers, 28,900 square meters of roll-on/roll-off cargo 
and carrying just about any type of cargo.
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On Course for 2020: Summary of efforts made by an
entire community and path to On Course for 2030

It is with great pride that Trois-
Rivières Port Authority (TRPA) takes
stock of the accomplishments
achieved by the Port during the past
decade, which were the result of the
collaboration and dedication of hun-
dreds of advisers and supporters
within the port community of Trois-
Rivières. Many small and large proj-
ects were realized, setting the stage
for the next decade to be just as
productive.

The Port’s On Course for 2020
Strategic Plan was designed in col-
laboration with the City of Trois-
Riviè res and its residents, port users,
shippers, workers, and others, some
of whom had expressed concerns
about the growth of TRPA’s facilities
and activities. From the start, we
consulted with, listened to, and an-
swered questions from all these
groups, including many one-on-
ones. Each group or individual, in
their own ways, had experiences or
expertise to contribute which collec-
tively allowed the Port to maximize
operational efficiency while building
on the respectful and productive re-
lationship between the City and the
Port to minimize impact of port op-
erations on the community. On
Course for 2020 was a plan that re-
flected the mutual needs of the Port
and the people impacted by the op-
erations of the Port. 

Eight years later, the Plan has
been realized, three years ahead of
schedule! Having a vision is essential,
but realizing it can only be accom-
plished once that vision is shared. 

Today, the Port continues to
grow, thanks to the efforts by our
staff and the community at large,
and I wish to thank them all.

We are proud of what we have
accomplished through the imple-
mentation of On Course for 2020,
and we look to the future with en-
thusiasm as we go to work to put in
place On Course for 2030, in collab-
oration with our partners.

We will continue to demonstrate
excellence and innovation to pro-
vide unique solutions to our clients.
With a client-oriented approach, it is
our desire to serve industry and to
help our customers achieve their ob-
jectives as efficiently as possible. 

Together we are stronger!

GAÉTAN BOIVIN
President and 

Chief Executive Officer,
Trois-Rivières Port Authority
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One of 18 Canadian Port Authorities, the port of Trois-
Rivières is a rapidly expanding strategic port. Open year
round, it provides tailored solutions for the transhipment
of bulk products and general cargo, and offers smooth
connections between marine, rail, and road networks to

serve one of the world’s largest markets. The port plays
an important role in regional, national, and international
economic development for major industries, such as alu-
minum, forestry, and agri-food, and represents nearly
1,000 direct and indirect jobs.

• Somavrac

• Servitank

• Fonbrai

• Logistec

• G3

• Ocean

• Quebec Gatineau 
Railway (QGRY) –
Genesee & Wyoming

November 28, 2016 • Canadian Sailings • 9

SUPPORT
www.fednav.com

An overview of the port of Trois-Rivières 

TERMINAL OPERATORS & OTHER SERVICE PROVIDERS:

• About 3 million metric
tonnes of cargo annu-
ally 

• Over 200 merchant
and cruise ships 

• Vessels from around
100 ports in over 40
countries throughout
the world 

• 11,000 railway cars 

• Over 55,000 trucks 

STATS: 

• 2.7 kilometres of docks, including
eight commercial berths with a
minimum depth of 10.7 metres 

• 4 warehouses for general cargo with a
total storage space of 39,000 m2

• 8 warehouses for dry bulk with a total
storage space of 28,000 m2

• 80,000 m2 of outdoor storage space 

• Elevators and tanks holding more than
215,000 tonnes of solid bulk 

• Tanks holding 250,000 m3 of liquid
bulk 

• 63 and 100-tonne capacity dock
cranes 

• 7.6 kilometres of railway tracks along
the docks 

• A direct rail link to the major CN and
CP networks via the Québec Gatineau
Railway line, a division of Genesee &
Wyoming

• Marshalling yard nearby 
• Access to highways 40 and 55 
• Tug services, maritime agencies, 
St. Lawrence pilots 

• Cruise terminal for international
passengers 

• Cruises and excursions in the
summertime 

• Hector-Louis Langevin and 
Harbour front parks popular with
tourists and locals 

FACILITIES:
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On Course for 2020, Phase II

Adopted in 2008 by Trois-Rivières
Port Authority, the On Course for
2020 Strategic Plan was realized in
two phases. Phase I was completed
in 2013 and Phase II will be com-
pleted in 2017, three years ahead of
schedule. On Course for 2020 rep-
resent investments of $82.3 million,
financed by the government of
Canada ($18.5 million), government
of Québec (2 million), TRPA ($27.9
million), and the private sector
($33.9 million). 

New 23,000-square-metre 
multi-purpose terminal

Port of Trois-Rivières is proud to
showcase its brand-new Terminal
13. Specifically designed to handle
a large variety of products, the proj-
ect included rebuilding Dock 13,
consolidating Dock 14, and con-
structing the storage area located
alongside these docks, as well as
the road and rail access to these fa-
cilities. Terminal 13 has increased
outdoor storage space along the
docks by 40 per cent.

LEFT: In the background, we
can see the floating barge
that supports the guide
template driving the sheet
piles and H beam to the
riverbed (template not
visible). In the foreground is
the new combined dock wall
formed by double sheet piles
locked to H beams

OPPOSITE PAGE : The
dock will be able to
welcome its first ships in
December 2016. The
terminal features two
railways and railway
crossings to facilitate the
transportation of cargoes
through rail and road
networks

MICHEL PARENT
Director of Operations
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Bulk warehouses 16, 24, and 25 in
operation

www.mesar.qc.ca

www.petrosur.com

- MULTIDISCIPLINARY
   ENGINEERING

- LOGISTICS AND 
   RAILWAY NETWORK

- HANDLING AND
   TRANSPORT

- BUILDING - 
   STORAGE FACILITIES

- ENVIRONMENT

CHEMICAL, OIL & GAS ENGINEERING

The availability of new sheds 16, 24,
and 25 at the port allowed Somavrac to
increase its storage capacity for dry bulk
by 65,000 metric tonnes. Also, with
greater emphasis on indoor handling,
productivity will be enhanced, and will
offer improved environmental protection.

Somavrac was involved in every stage of construction of the sheds, from
design concept to realization, which enabled the Port to design its
buildings based on the needs of its users. The design of sheds 24 and 25
is particularly noteworthy, due to the railway tracks immediately adjacent
to Shed 25, greatly facilitating transfer of cargoes. As for Shed 24, the
railway passes right through the shed, allowing handling sheltered from
the weather.

SHED 24 SHED 25
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In 2015, Trois-Rivières Port Authority adopted its On Course for 2030 Strate-
gic Plan. To ensure continuity in the development projects, Phase I of this new
plan overlaps with Phase II of On Course for 2020. Phase I of On Course for
2030 will require investments of $25 million in infratructure financed by the gov-
ernment of Canada ($3.6 million), the government of Quebec ($7.4 million),
and Trois-Rivières Port Authority ($13.8 M).

 Extension of Dock 10

This $14.8 million project will in-
crease exterior storage space in this
area from 3,000 m2 to 12,000 m2, and
will better serve the growing traffic of
breakbulk and project cargo devel-
oped in partnership with Logistec.

Somavrac was involved in every stage of construction of the sheds, from
design concept to realization, which enabled the Port to design its
buildings based on the needs of its users. The design of sheds 24 and 25
is particularly noteworthy, due to the railway tracks immediately adjacent
to Shed 25, greatly facilitating transfer of cargoes. As for Shed 24, the
railway passes right through the shed, allowing handling sheltered from
the weather.

On Course for 2030

JACQUES PAQUIN
Vice-President, Marketing and

Business Development

DOCK 10
BEFORE

DOCK 10
AFTER
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strategic 

Creation of an industrial port zone in Trois-Rivières

TRPA, the City of Trois-Rivières, In-
novation et Développement écono -
mique Trois-Rivières, and the Quebec
government are combining their efforts
to create an Industrial Port Zone. This
project demonstrates the partners’
commitment to take full advantage of
Trois-Rivières’ potential for industries
requiring port facilities, to expand their
existing activities or to create new
ones. The Trois-Ri vières Industrial Port
Zone will offer a unique combination of
close proximity to port, road, and rail-
way infrastructure, as well as a wide
range of logistics and other profes-
sional services. It represents a perfect
location for reaching North American
as well as overseas markets. “The Trois-
Rivières Industrial Port Zone presents
many opportunities for businesses in
the maritime sector and logistics, and
we invite interested parties to contact
us to take advantage of them,” stated
Mr. Boivin, TRPA’s President and CEO.

Financial assistance is available to
facilitate the establishment and ex-

pansion of businesses located in the
Trois-Rivières Industrial Port Zone. 
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MARINE INGENUITY

Our range of marine services is the most comprehensive in the 
industry. Whatever your needs in ship construction and repair, 
dredging, specialized equipment rental, harbour towing or marine 
transportation, our expertise and creativity will be useful in providing 
you with ingenious solutions tailored to your needs.

WE ARE PROPELLED BY  
OUR MARITIME PASSION

GROUPOCEAN.COM

For a few years, Trois-Rivières has been experiencing renewed growth fuelled by eco-
nomic diversification and rapid expansion of SMEs. The City has everything needed to
rival major cities: an exceptional geographic location, a port on the majestic St. Lawrence
River, a regional airport, excellent transportation infrastructure, and an abundant and
qualified workforce. To this list we can add several assets, such as absence of delays
caused by heavy traffic, low business set-up costs, and exceptional quality of life.
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Requiring an overall investment of
$10 million, with $2.5 million in finan-
cial aid from the government of Que-
bec, this project involves the
construction of a shed and outdoor

Logistec provides high 
quality cargo-handling 
services to marine and 
industrial customers 
through a strong network 
of strategically located fa-
cilities in the Great Lakes, 
the St. Lawrence River, on 
the Eastern Seaboard of 
North America, and in the 
U.S. Gulf.

www.logistec.com

THE THINGS WE DO

At Logistec, our network of partners, service providers, in-house experts and port 

facilities enables us to manage our customers’ cargoes in a cost effective and 

reliable manner.

 

New 40,000-square-metre
storage area to meet port users’
growing needs

storage surface, on a lot with an area
of nearly 40,000 square metres. Lo-
cated at the heart of an Industrial
Port Zone and less than a kilometre
away from the Port, the site offers ex-
ceptional road access, and is partic-
ularly suitable for distribution
activities. The project will be com-
pleted in 2017.

BEFORE

AFTER
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In the near future: three new docks could be added

In addition to the development of new storage facilities,
adding new berths is a plan that could be realized in the
next few years. At 600 metres, the dock would be able to
accommodate three additional ships.

Railway: short-line rail operator key development
project partner 

A subsidiary of Genesee & Wyoming, Quebec Gatineau
Railway (QGRY) is the short-line operator linking the port
to the major continental railways of Canadian National and
Canadian Pacific. QGRY has demonstrated a strong com-
mitment to Port of Trois-Rivières, having completed several
investments at the port during the past few years, as well
as in the railway infrastructure leading into the port and to
the marshalling yard. These investments benefit the entire
port community, as they enable port users to reach any
market in North America from Trois Rivières.
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Port users and TRPA seize
opportunity to increase
productivity with traffic modelling
study in partnership with UQTR 

In partnership with Université du
Québec à Trois-Rivières (UQTR), Port
of Trois-Rivières has modelled the
heavy traffic moving in and out of the
port. This project will allow simulation
of alternative routes to shorten truck
trips, reduce wait times, and increase
productivity. Port users will benefit
from such a tool. This tool will be par-
ticularly useful in the context of the
operation of the Industrial Port Zone
to insure the fluidity of traffic, even
after the addition of new activities. 

PORT OF TROIS-RIVIÈRES REPRESENTATIVES

JACQUES PAQUIN
Vice-President Marketing and
Business Development

Tel. 819 378-2887, ext. 205
jacques.paquin@porttr.com

DAVID BERTHELOT
Business Development 

Coordinator

Tel.  819 378-2887, ext. 403
david.berthelot@porttr.com

Work to increase elevator
terminal productivity

In 2015, G3 Canada Limited ac-
quired Élévateurs des Trois-Rivières.
The new partnership between G3
and TRPA has already translated into
investments that will continue into
2017, to improve the productivity of
their installations.
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Port of Trois-Rivières partners with Ports of Indiana 
Ports of Indiana and Port of Trois-

Rivières have formed a first-of-its-
kind marketing partnership and will
conduct a jointly-funded study to ex-
plore new maritime shipping oppor-
tunities. 

“We’re excited to partner with
Port of Trois-Rivières to explore new
market opportunities for better con-
necting our ports, and expanding
economic opportunities for both In-
diana and Quebec,” said Rich
Cooper, CEO for Ports of Indiana.
“Our ports share an entrepreneurial
approach to new business develop-
ment and a determined focus for
providing logistics solutions for bulk
and breakbulk shipments on our wa-
terways.”

“We believe there are potential
synergies in the industrial sectors
surrounding each of our ports and
that the Great Lakes/St. Lawrence
Seaway can provide logistics solu-

tions for developing new business
connections in Indiana and Quebec,”

said Gaétan Boivin, President & CEO,
Trois-Rivières Port Authority. 

Community outreach

VIRGINIE DESCHAMBEAULT
Director of Communications

The port of Trois-Rivières is proud
to invest in projects that encourage a
sense of pride and community own-

ership. It supports many foundations
and local initiatives such as the fol-
lowing: 

Longshoremen honoured with a new beer

Proud to taste the new beer that honours longshoremen: Gustavo
Nevares, master brewer; Cléo Marchand, Chairman of TRPA’s Board; 
Mario Lamy, President of the longshoremen’s union; Alex Dorval, co-
founder of Le Temps d’une Pinte (microbrewery); and Gaétan Boivin,
President and CEO of TRPA.

TRPA was pleased in 2016 to part-
ner with a local microbrewery, Le
temps d’une pinte, to launch a new
beer christened La Débardeur (the
longshoreman). It pays tribute to all
the longshoremen who have worked

Rich Cooper, CEO, Ports of Indiana; Victor Smith, Secretary of Commerce,
Indiana Economic Development Corporation; and Gaétan Boivin, President
and CEO, Trois-Rivières Port Authorithy.
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Chile

at the port of Trois-Rivières since its beginnings in 1882.
Following the original recipe of the porter drunk by port
workers in Great Britain at the beginning of the century,
Le Temps d’une Pinte imported a very specific malted bar-
ley shipped by boat (of course) to the port of Trois-Riv-
ières, with longshoremen unloading the barley into G3’s
grain elevators. 

Trois-Rivières’ industrial heritage

At the beginning of the 20th century, Trois-Rivières wit-
nessed an unprecedented expansion of its manufacturing
base, consisting mostly of pulp and paper mills and sup-
porting service industries. The port supported this growth
by constructing facilities to meet the needs of the new in-
dustries. Shed 1 is the last remaining building from this
era. Built in the 1930s, it is a unique building. Built with
virtually unequalled strength and durability, the building
is a testament to the industrial era experienced by the
City. Inside Shed 1, we can still see the retractable bridges
that once facilitated the handling of paper. Outside, giant
wooden ramps extend out from the warehouse doors so
that the longshoremen could roll the rolls of newsprint,
which weighed around 350 kilogrammes each, aboard
ships.

Waterfront Development

Shed 1 has been talked about for years in Mauricie.
This is because it is the last major industrial structure be-
tween the downtown of Trois-Rivières, and the Har-
bourfront Park along the St-Mauricie River that has yet to
find a 21st century purpose. Both the City and the Port
want to see this jewel of the industrial era immortalized in
the City’s landscape by finding an appropriate vocation
for this massive structure.

Downtown Trois-Rivières and
new maritime cruise terminal

Shed 1

Harbourfront Park

Cogeco
AmphitheatreShed 1

Shed 1 adjacent to the new Cogeco Amphitheatre, an
outdoor venue that can accommodate up to 9,000
spectators. 

Shed 1 with the Cogeco Amphitheatre in the
background. 

In addition, to relocate the industrial activities taking
place in the tourist areas adjacent to the port, Port of Trois-
Rivières has developed new indoor and outdoor storage
spaces for several years, away from these tourist areas. To
further minimize industrial traffic, the new Industrial Port
Zone will focus future relocation of industry to this area, for
the benefit of city dwellers and tourist operators.
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While Shed 1 is still used as a
warehouse until it gets a new pur-
pose, the Port has associated itself
with the Festivoix organization to
offer in 2016 a priviledged access to
the building to the festival-goers. The
festival offered nine days of events,

including over 100 shows on 15 in-
door and outdoor stages installed in
a unique setting—on the shores of
the St. Lawrence River and in the
heart of historic Old Trois-Rivières.

For a short period when the shed
was not used for warehousing

goods, the Port opened its doors to
the community. Festivoix set up a
stage in the building and allowed
major choirs to perform there. Thus,
thousands of people left with an en-
joyable memory of this mythical
place.

Unique Open House

Another project improving riverside access 
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After the Port built the waterfront Hector-Louis-
Langevin Park a few years ago at the cost of $500,000, a
new walking path was completed at the end of the summer
of 2016. Lighting, a sidewalk, and landscaping have made
the area leading to the park more pleasant and, more im-

portantly, safer. People in the neighbourhood and people
who work downtown can now access the riverfront more
easily. They can also watch nearby activities at the port. As
part of the Port’s sustainable development efforts, some
30 trees were also planted along port limits. 

Thanks to the addition of a sidewalk and lighting, people can walk more safely in the Park adjacent to the Port.
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New cruise terminal for international passengers

A cruise terminal was inaugurated
in 2016 to support international
cruise ship activities started in 2012,
and that have not stopped growing
since then. Last year, the Port re-
ceived 16 vessel calls and 7,000 pas-
sengers, up from two calls and 1,796
passengers in 2012. To enhance the
experience of passengers during
their stay in Trois-Rivières, Tourism
Trois-Rivières advocated construction

of a cruise terminal. The City of Trois-
Rivières, Quebec’s Ministry of
Tourism, and the Port combined their
efforts to finance this $630,000 proj-
ect. 

“The opening of the cruise termi-
nal allows Trois-Rivières to distinguish
itself and to better meet the expec-
tations of the cruise lines and their
passengers,” said Mayor Lévesque.

Julie Boulet, Québec’s Minister of
Tourism, commented that “The
tourism component of our Maritime
Strategy aims to attract visitors from
around the world to allow them dis-
cover the beauty of the St. Lawrence
River and the charm of the communi-
ties along its shores. The infrastruc-
ture that we have inaugurated will
contribute to achieving that goal.”
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Strategically located between Quebec City and Montreal, Trois-Rivières can accommodate any vessels
travelling to or from Montreal. The port is near the center of the city founded in 1634, and tourist and

entertainment landmarks including the new Amphitheatre.

Trois-Rivières’ new Marine Terminal was inaugurated this year, in time for the cruise season.
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What will changes in the Canada-U.S. relationship look
like after Trump’s victory
BY ALAN M. FIELD

Almost none of the leading U.S. political and economic pun-
dits predicted the victory of Donald Trump in the presidential
election on November 8. The same experts are now challenged
with thinking long and hard about the impact of Trump’s victory
on the all-important relationship between the U.S. and Canada,
and the economies of both countries. 

Defying initial gloom among investors in both New York and
Toronto, the stock exchanges in both countries recovered, based
on speculation that the new President, a builder of hotels, casinos
and other concrete properties, would win Congressional approval
for large infrastructure expansion plans to fuel growth in infra-
structure-related industries and raw materials. On stock and
commodities exchanges, commodities quickly climbed over 4 per
cent as December copper contracts surged to a 15-month high of
US$2.46 a pound. Energy companies climbed as well, as Cana-
dian investors interpreted Trump’s energy policy as much
friendlier to fossil fuel producers than those of the Obama Admin-
istration. However, forestry and manufacturing companies,
including several B.C.-based lumber producers and Ontario-based
auto parts manufacturers, faced significant headwinds as a result
of Trump’s eagerness to amend or even repeal the North Ameri-
can Free Trade Agreement. The Canadian dollar pared some
losses after hitting an eight-month low against its U.S. counterpart
on Wednesday after Donald Trump’s election to the White House
raised fears about the outlook for Canada’s trade-intensive econ-
omy.

A week later, as many markets remained at least a bit more
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optimistic about a Trump presidency than before the election,
uncertainties swirled around key areas of coming change in the
U.S.-Canada relationship. Some key areas:

Trade relations: In his presidential campaign, Trump prom-
ised he would force Mexico and Canada to renegotiate NAFTA, or
possibly revoke the 1994 trade agreement. Such a demand caused
concern in Canada, which ships three-quarters of its exports to its
two NAFTA partners, the U.S. and Mexico. “I think any agree-
ment can be improved,” said David MacNaughton, Canada’s
ambassador to Washington, of Trump’s trade team. “If they want
to have a discussion about improving NAFTA, then we’re ready to
come to the table.” 

However, Peter Hall, Chief Economist with Export Develop-
ment Canada, said he expects U.S. corporations with major
investments in Canada to recoil at making big changes to NAFTA,
which could harm U.S. consumers by hiking tariffs, thus raising
prices in the U.S. On the other hand, some argued, Trump’s
unhappiness with NAFTA has not really been about Canada, but
has largely centered around U.S. trade with Mexico. “I don’t
think at this point we’ve seen anything in his public statements
that indicate that he is going to take a hard line against a country
like Canada,” said Royce Mendes, Senior Economist at CIBC Cap-
ital Markets. On the other hand, Laura Dawson, head of the
Wilson Center’s Canada Institute, said that if the Republican-run
U.S. Congress does vote to leave NAFTA, U.S. industry groups
that remained silent about Trump during the election would sud-
denly begin to complain about Trump: “All of those folks are going
to be lined up saying, ‘Are you kidding me? Do you know how
much of our livelihood is dependent on open borders and trade
between these three countries?’”

Some observers fear that Canada could react to Trump’s
efforts to punish Mexico by strengthening ties between Ottawa
and Washington at the expense of Mexico. Even in the absence of
NAFTA, the U.S. and Canada might revert to their old bilateral
trade pact signed in 1988. As CI Banco analyst Jorge Gordillo told
Reuters in Mexico City, “The possibility that Canada would take
the U.S. side to the exclusion of Mexico added to weakness in the
[Mexican] peso during the first days after the election.” The pre-
cipitous drop in the peso scared people “because it means the
Canadian government is worried [about that] and so the market
reacts.”

In addition to the uncertainty around NAFTA, Trump has cre-
ated considerable doubt about the eventual adoption of the

Trans-Pacific Partnership, a trade agreement that Canada would
stand to benefit from.

The auto industry: Closely related to the general issue of
trade relations, the auto industry is unlikely to escape the conse-
quences of Trump’s election promises to repatriate jobs to the
United States. At the present time, Ford Motor Co., after initial
discussion with Trump’s transition team, is pondering whether its
Mexican assembly operations should be redirected to the Mexican
domestic automobile market, as Trump has threatened to impose
punitive import duties on products made by Ford in Mexico. Can
Canada escape similar treatment? It’s impossible to tell at this
time.

The Keystone XL Pipeline: Officials at TransCanada Corp. say
they are hopeful about discussing the pipeline with Trump, who
says he favours construction of the 830,000 barrel a day pipeline
from Alberta to the United States, which was killed by President
Barack Obama. In his campaign literature, Trump had suggested
that he would invite TransCanada to reapply for a permit, while
demanding a larger share of the pipeline’s profits for the United
States. Former Prime Minister Stephen Harper reacted to Trump’s
victory by sending this tweet: “Congratulations to Donald Trump
on his impressive victory. Canada/U.S. partnership is strong.
There is much to do, including moving ahead with KXL.” 

Trump and the Republican-led Congress both strongly sup-
port Keystone and will likely approve it fairly soon after Trump
becomes President in January — a month after the Trudeau cabi-
net’s deadline to decide on whether to expand Kinder Morgan’s
Trans Mountain. In operation since 1953, the Trans Mountain
pipeline system (TMPL) is the only pipeline system in North Amer-
ica that transports both crude oil and refined products to the West
coast. TMPL moves product from Edmonton, Alberta, to market-
ing terminals and refineries in the central British Columbia region,
the Greater Vancouver area, and the Puget Sound area in Wash-
ington state, as well as to other markets such as California. 

The expansion of Trans Mountain would increase the nomi-
nal capacity of the system from 300,000 barrels per day to
890,000 barrels, according to Kinder Morgan. On May 19, 2016,
following a 29-month review, the National Energy Board recom-
mended that the Federal Governor in Council approve the
proposed expansion, subject to 157 conditions. The federal gov-
ernment will make its decision on the Project by December 19,
2016, nearly a month before Trump is inaugurated.

The latest National Energy Board forecasts for increases in oil
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sands production through 2025 roughly add up to the combined
output that Keystone and the existing Trans Mountain could
handle, according to Trevor Tome, assistant professor of econom-
ics at the University of Calgary. Thus, Tombe tweeted recently,
“Does a Keystone XL approval mean Trans Mountain Expansion
isn’t necessary? No.” 

Immigration policy: Trump’s opposition to immigration from
moslem countries has caused an enormous stir worldwide, but it’s
not clear whether he intends to go ahead with his pledge to
impose a total ban on such a flow to the U.S. Shortly after taking
office in 2015, Prime Minister Justin Trudeau’s government
responded to the Syrian refugee crisis by  welcoming nearly
30,000 refugees between November 2015 and August 2016, and
thousands of additional applications are continuing to be
processed by the Canadian government. It seems unlikely that a
Trump Administration will look favourably on Trudeau’s plans to
bring an additional volume of refugees into Canada, from which
they could enter the United States more easily by crossing the
border legally or even illegally. Might Trump pressure Canada to
restrict the flow of such immigrants by threatening to retaliate in
other ways against the Trudeau government?

Binational Canada-U.S. energy development projects: Trump
has promised to withdraw the U.S. from international climate
agreements, such as the 2015 Paris Agreement, in which more
than 190 countries have come together to adopt the most ambi-
tious climate change agreement in history. The Trudeau
government has welcomed the Paris Agreement, which laid the

foundation for countries to work together to put the world on a
path to keeping global temperature rise below 2 degrees Celsius.
But Trump’s rejection of climate-change initiatives as pernicious to
job growth could lead to the scuttling of such Canada-U.S. initia-
tives as last June’s  North American Climate, Energy, and
Environment Partnership, in which the three NAFTA partners
worked to develop cross-border transmission projects, including
for renewable electricity. Several transmission lines have been pro-
posed or are in permitting review, such as the Great Northern
Transmission Line, the New England Clean Power Link, and the
Nogales Interconnection, which would add approximately 5,000
megawatts (MW) of new cross-border transmission capacity. All of
these programs could soon find themselves in limbo under the
new Administration.

The good news?: The good news is that President Trump will
make every effort to make good on his promise to “Make America
great again”. Like most economic issues, there is a good side to
this for Canada, as well as negative implications. The good news
is that increasing economic activity in the U.S. will undoubtedly
have positive spin-off effects in Canada. The negative implications
of such activity will be higher interest rates in the U.S. sooner
rather than later, which will cause rates in Canada to rise as well,
whether we like it or not. The latter will tend to have a negative
impact on housing, and general commercial activities. On bal-
ance, though, increased economic activity in the U.S. will be good
for Canada. 
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EDC – Trump wins: Impact on Canada
BY PETER G HALL, VICE-PRESIDENT AND CHIEF ECONOMIST

Glad it’s over? The declaration of
Donald Trump as 45th President of the
United States on Tuesday night wraps up
an historic campaign. Election periods
always have a good dose of intensity and
anticipation, but this one redefined the bat-
tlegrounds and the rules of engagement,
radically. For all its rancor, one thing that
both candidates agreed on was singling out
international trade, and how it’s structured
today, as a key enemy. That’s very bad news
for America’s trading partners – and since
we’re their biggest one, we may well be the
most at risk. What does the victory of
Trump and the Republicans mean for
Canada?

Let’s take a close look at Trump’s main
international trade proposals. His promise
to scrap NAFTA is likely his best-known
anti-trade measure. However achieved, the
effects of this on Canada would be very sig-
nificant. At a minimum, it seems that we
would be reduced to WTO most-favoured-
nation (MFN) status, equivalent to slapping
an across-the-board 3.5 per cent tariff on all
goods and services exports from Canada to
the U.S. The result would be similar if it
took us back to our pre-Canada-U.S. FTA
arrangement, meaning re-imposition of a 4
per cent average tariff on exports to the
U.S. Our scenarios don’t stop there,
though. Given the Trump plan to increase
average tariffs 35 per cent on Mexican and
45 per cent on Chinese imports, it is some-
what likely that a Trump Administration
might go further with Canada too. To cover
for this, we ran a scenario where average
tariffs are hiked 10 per cent. 

Don’t hit the panic button just yet.
Elections are big on rhetoric; reality can be
quite different, for a number of reasons.
First, the new President has access to an
army of advisors who may counsel strongly
against campaign ideas. Second, compro-
mises on policy direction are often made
along the way to secure needed endorse-
ments. Third, the President may not be
able to muster sufficient support in the
House and the Senate to pass measures,
and indeed, these representatives may have
their own policy measures in mind. Fourth,
given current divisiveness, elected repre-
sentatives may well carry out their
mandates along ideological, not party, lines.
And finally, there’s the timeline – certain
proposals may well transcend the Presi-

dent’s mandate.
On the first point, it is essential to

understand how tightly locked-in the
Canada-U.S. business relationship is. More
than 35 states – largely Republican states –
count Canada as their top sales market.
Indeed, trade with Canada directly supports
1.7 million U.S. jobs. Canadian firms oper-
ating stateside directly employ 600,000
Americans. Supply chains tightly entwine
our two countries. Take the auto sector, for
instance: each assembled vehicle shipped to
the States from Canada has 63 per cent U.S.
content. Disengaging would be a very dis-
ruptive process for the U.S., and during the
period of disruption, it would certainly not
appear to the average American busi-
nessperson or consumer to be in their best
personal interests. 

Here’s where anti-trade proposals
seem to break down. Suppose policy hur-
dles are cleared; they still have to sell in the
court of public opinion. The core aim of
anti-trade proposals is to make average
Americans better off. Trouble is, most, if not
all, of them will vastly increase costs to busi-
ness, which are ultimately passed on to the
consumer. All things being equal, invest-
ment would hesitate, along with hiring, and
local big-box stores would hike prices, not
to mention the impact on the public purse.
It’s hard to imagine Americans, angry
enough at post-recession policy failures,
warming up to the ultimate effects of these
ones.

So much for current policies; what
about the future of trade? The Trans-Pacific
Partnership, the 12-country, next-gen trade
deal now ready for signing, was cast into
doubt by both candidates. It’s hard to imag-
ine America walking away from this deal,
given its benefits, the deep cost to U.S.
influence in the region, and China’s readi-
ness to promote its own regional deal. But
turning the tide of public opinion will now
take a monumental effort.

The bottom line? America’s election
was, among other things, a referendum on
modern international trade architecture.
History will decide whether the debate was
even necessary. The U.S. economy is strong
and gaining momentum, but the election
convinced Americans otherwise. Let’s hope
that it doesn’t all prove to be prosperity’s
undoing.

This commentary is presented for
informational purposes only. It is not
intended to be a comprehensive or
detailed statement on any subject and no
representations or warranties, express or
implied, are made as to its accuracy, time-
liness or completeness. Nothing in this
commentary is intended to provide finan-
cial, legal, accounting or tax advice nor
should it be relied upon. Neither EDC nor
the author is liable whatsoever for any loss
or damage caused by, or resulting from, any
use of or any inaccuracies, errors or omis-
sions in the information provided.
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OPINION

Should we be worried about Trump’s intention to
renegotiate NAFTA?
BY THEO VAN DE KLETERSTEEG

The short answer is an unequivocal “yes”. NAFTA came into
effect early in 1994, and was Canada’s second major trade deal –
the first was the “Auto Pact” negotiated with the United States
that came into effect in 1965. The Auto Pact was highly benefi-
cial to Canada, resulting in the rebirth of an automotive
manufacturing industry in Canada. However, it did not take long
for Americans to realize that Canada appeared to have benefitted
more from the Pact than the U.S. had, and complaints about it
began to emerge in 1970. Similarly, U.S. complaints about its
NAFTA deal with Canada surfaced not long after it came into
effect.

NAFTA has been very beneficial to Canada,
with Canadian merchandise exports to the
U.S. consistently rising more rapidly over
the years than U.S. merchandise
exports to Canada. To be fair, over
the same period of time, the U.S.
has enjoyed increasing service
export surpluses with
Canada.

The Auto Pact and
NAFTA’s advocates were
then, and Donald Trump
is now.  In the days of the
Auto Pact, Canada was,
from an industrial point
of view, a very small
nation, and consisted
mostly of branch plants of
U.S. corporations. Negotia-
tors of the Auto Pact must
have thought that by boost-
ing industry in Canada,
prosperity would increase,
enabling people to buy cars in
greater numbers. Cars that, by the
way, would be offered to consumers at
lower prices because of the elimination of
import duties. The Auto Pact was clearly a
win-win Agreement for both countries which
boosted Canada’s industrial capabilities, and lifted prosperity.
NAFTA was, from that point of view, more of the same for
Canada.

But things change: in 2016 the U.S. is no longer the global
powerhouse it was in 1965. The country has seen its economic,
military and diplomatic power slip as other nations have chal-
lenged America’s competitiveness. The country is deeply into
debt, has massive budget deficits, has not produced a trade sur-
plus for decades, and is no longer the once-cherished land of
social mobility and the fulfillment of dreams. In fact, Presidential
candidate Clinton recently referred to half the country as a

“basket of deplorables”. The “deplorables” have spoken, and
caused a new President to be elected who won his mandate on a
platform of “making America great again”. This time, those in the
Administration expressing unhappiness with NAFTA are not Ivy
League-educated professional bureaucrats or industry representa-
tives– this time, the unhappiness comes right from the top of the
U.S. government, with Mr. Trump announcing that renegotiation
of NAFTA is his number one priority, to commence immediately
after his inauguration. Given that stock markets have reached
new highs after the election results, and given that Mr. Trump has

made a number of seemingly reconciliatory statements after
his victory, should we think that he will put water

in his wine about renegotiating NAFTA? I
think that would be a grave mistake. Mr.

Trump is a hard-nosed businessman
who does what he needs to do to

win – winning is his overriding
objective. He has promised his

supporters to make America
great again, and to return
jobs to the U.S. Renegotiat-
ing NAFTA is a
cornerstone of his promise
to Americans, and he
simply cannot walk away
from that. Some in
Canada believe that
Canadian politicians must
and will rally Governors

and other senior politicians
in border states to put pres-

sure on Trump by explaining
to him that their local state

economies will suffer if the U.S.
insists on a major overhaul of

NAFTA or walks away from it.
Undoubtedly this will occur, but I think

it would be unwise to underestimate
Trump’s resolve on this fundamental issue. He

will listen to his Governors, but simply ignore their
advice. 

Where does this leave Canada? Despite the courage dis-
played by our PM, there is little doubt in my mind that Canada
will come out at the losing end of the stick. We should hope for
the best, but fear the worst. Needless to say, any setbacks to this
stagnant economy will increase the risk of a recession, for which
Canadians are not prepared, given an already precarious employ-
ment situation and record-high consumer debt. Our economy has
found it difficult to find its footings again since the Recession of
2008, and anemic global growth in recent years has reduced
global demand for Canadian resources. Assessing the mood of the
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country, there is a level of optimism that I
find hard to justify on the basis of eco-
nomic prospects for the country, and the
threats to Canada’s economy by a protec-
tionist client that buys 75 per cent of our
exports. 

Many years ago, Canada started talk-
ing about developing an LNG industry to
create markets for its burgeoning natural
gas industry. Nothing happened. Subse-
quently, we talked about new pipelines
going to the both the west coast and the
east coast to expand sales of Canadian oil,
and to replace imports. While it appears
that the Kinder Morgan proposal to
expand an existing pipeline proposal will
be approved, the other two proposals are
mired in controversy, and may never see
the light of day. Well before Trump
arrived on the scene and threatened to
renegotiate trade deals, there was a strong
need for Canada to find new global busi-
ness opportunities to sustain its economy.
Canada has not done that in sufficient
measure, and is therefore at risk of serious
consequences if any of its existing client
relations sour. The U.S. is by far Canada’s

largest client, and we should be gravely
concerned that any measures the U.S.
takes for its own benefit will come out of
someone else’s pockets, with Canada and
Mexico standing at the front of the line.

While possible changes to NAFTA
must be on every Canadian’s radar, there
are other consequences of Trump’s
expected policy initiatives that will affect
Canada. For example, while increasing
economic activity in the U.S. will benefit
Canada in a general way, increasing U.S.
government debt will cause interest rates
to rise. Because Canada is so closely
linked to the U.S., our Central Bank
would then have to choose between
increasing rates in Canada, or seeing a fur-
ther fall in the value of the Canadian
dollar, which would cause the cost of
imports to rise. 

Trump will advocate for maximiza-
tion of U.S. energy production, which has
the potential of turning Canada’s biggest
customer for oil and gas into its biggest
competitor. If we have insufficient
pipeline capacity to ship elsewhere, what
will be the consequence of having the

products, but not the means to deliver?
Trump threatened to shred the Paris

Accord limiting greenhouse gas emissions.
If he goes ahead with his plans, and
Canada and the provinces proceed with
plans to impose carbon taxes, such plans
will make it more expense to produce
energy in Canada relative to the U.S. The
lack of adequate export pipeline capacity
and higher costs of production in Canada
will result in foreign investors finding
Canada’s oil and gas industry less attrac-
tive to invest in.

Another serious threat to our econ-
omy is Trump’s promise that he will make
drastic cuts to corporate income taxes, to
a level below Canada’s. While it’s a great
idea for the U.S., it could have devastating
longer-term impacts for Canada. Lower
taxes in the U.S. will undoubtedly cause
foreign investors to choose the U.S.,
rather than Canada, as their investment
destination, and cause some of our export-
oriented companies to think about moving
to the United States. Canadian companies
that rely on foreign investment or foreign
venture capital will be subject to pressure
from their financiers to move to the U.S.,
with or without changes to NAFTA.

Our trade negotiators will give it
their best, as they have always done.
However, besieged as we are by a new
U.S. President who favours protectionism,
and finding ourselves (all levels of govern-
ment and consumers) highly indebted, is
it not high time for Canada to do some
serious soul-searching about how we can
contain the ever-growing costs of big gov-
ernment and social spending, in the
absence of a strategic plan to keep compa-
nies in Canada and to attract new
industries and new businesses. The thing
that Trump’s plans have in common is that
they undermine the incentives for Cana-
dian movers and shakers to stay here to
expand their businesses and create new
ones. The situation feels like 1959 when
the government of the day decided to stop
funding the Avro Arrow fighter jet, which
at the time was by all accounts one of the
most advanced in the world. The decision
led to the departure from Canada of thou-
sands of aerospace engineers who
contributed in a major way to the future
commercial successes of Boeing, McDon-
ald Douglas, Grumman, Northrop,
General Dynamics, and Lockheed, as well
as the successes of NASA. Arguably,
Canada never recovered from that horrific
mistake.
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The new terms of trade: disagreement, discontent and
dissent grow in an age of anti-globalization
BY ALAN M. FIELD

Late in October, Canada and the
European Union signed their long-delayed
Comprehensive Economic & Trade Agree-
ment (CETA). Like the troubled 12-nation
Trans-Pacific Partnership, which was
intended to bring together Canada, the
U.S. and other nations that border on the
Pacific, CETA is not an old-fashioned free-
trade pact aimed at making further tariff
cuts, but a next-generation agreement
focused on facilitating market deregula-
tion, liberalization, and, its critics say, the
handing of further powers over law-
making to big business. For some, its most
nefarious component is its Investor State-
Resolution System (ISDS), which would
establish a “corporate court” system that
gives foreign investors their own special
legal process to sue governments.

Subject to the same massive protest
movement that greeted TTIP and TPP,
nearly 3.5 million Europeans have insisted
that they don’t want CETA, in a huge 12-
month petition campaign. In recent
weeks, Wallonia and other Belgian regions
froze the whole process temporarily by
refusing to allow Belgium to sign the deal. 

While polls show that Canadians
tend to be more resistant to the pleas of
anti-trade advocates than Americans, the
struggle over ISDS provisions built into
CETA parallel similar efforts to denounce
ISDS provisions built into the Chapter 11
of NAFTA. While less controversial, World
Trade Organization-endorsed efforts to
enact anti-dumping and countervailing
measures against goods that are sold at
unfair and/or subsidized prices in either
of those countries are also widely misun-
derstood and ignored by those critics of
globalization who insist that the entire
global trading system is being manipulated
by low-cost Asian manufacturers. 

In the U.S., ignorance about trade-
related institutions is equally evident in
the case of the longstanding dispute of
Canadian softwood lumber exports. More
than three decades after the first bilateral
Softwood Lumber Agreement was enacted
in 1982, an overwhelming number of
Americans remain in the dark about the
dispute, and its institutional foundations.

The case against the ISDS
What’s so awful about the ISDS?

Wendy Wagner, partner at Gowling WLG
law office in Ottawa, notes that the
system empowers individual foreign cor-
porations to skirt domestic courts and sue
governments before a panel of three cor-
porate lawyers. “As such, it is nothing
new,” says Wagner. “Various forms of
ISDS are now a part of over 3,000 agree-
ments worldwide, of which the United
States is party to fifty.” 

For its part, the U.S. Trade Represen-
tative (USTR – the U.S. Trade “Ministry”)
argues that, “Because of the safeguards in
U.S. agreements and because of the high
standards of our legal system,  foreign
investors rarely pursue arbitration against
the United States and have never been
successful  when they have done
so.  According to a 2015 report by
Canada’s Library of Parliament, seven out
of the eleven free-trade agreements that
are in force in Canada include an ISDS
mechanism, as do all of the 29 Foreign
Investment Promotion Agreements
(FIPAs) to which Canada is a party. By
2015, Canada had received 37 notices

from investors of their intent to submit to
ISDS arbitration. All of these notices were
delivered pursuant to Chapter 11 of
NAFTA. Of those 37 notices, 23 cases
went to arbitration, and the Government
of Canada was required to pay damages in
two of them: $6 million plus costs to S.D.
Meyers in 2000, and $460,000 plus costs
to Pope & Talbot in 2012.

For starters, many critics of free trade
agreements tend to forget is that there is a
strong link between these trade pacts and
the foreign direct investments they facili-
tate. Notes Cyndee Todgham Cherniak,
an international lawyer at LexSage PC, a
Toronto firm, “When one enters into a
free-trade agreement, one of the things
that follows is foreign direct investment.
So it’s not just market access for goods,
and for services. It allows businesses to set
up operations, subsidiaries for their com-
panies in that other jurisdiction, to take
advantage of the benefits of the free-trade
agreement. If a Canadian company sets up
a factory in a country with which Canada
has an active trade agreement that
includes an ISDS mechanism, the govern-
ment in that jurisdiction cannot
expropriate once, for example, the Cana-
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Foreign Direct Investment. Second, ISDS
keeps [foreign] governments in check from
doing just whatever they want to do
because there are no consequences.”

The ISDS mechanism has a somewhat
different payoff when an investor ventures
into a less familiar country, or one with
lower standards for rule of law. “When it
came to NAFTA, did the Americans and
Canadians trust the Mexican court
system?” Cherniak asks rhetorically.
“Under bilateral investment treaties, do
we trust the court system in China and a
whole host of [other] jurisdictions? No. So
we say, let’s go to arbitration. We, as coun-
tries, will accept the results of these
arbitrations because we know that it’s in
the best interest of our investors when the
issue is in that foreign country. We don’t
want their foreign courts in charge, just as
they don’t want our courts in charge [in
such a case.]” The ISDS is “like going to
Switzerland. It’s independent entity that is
supposed to be the best solution for fair-
ness. CETA was modified earlier this year
to provide for the establishment of a per-
manent body, kind of like the WTO
Dispute Settlement Body to receive these
investment disputes that are made up of
arbitrators selected by the governments of
Canada and of the EU. And what they’ve
got in CETA – but they don’t have in
NAFTA – is a mechanism to appeal the
decision of that [above] body to the local
courts. So you still have access to the court
system within Europe and within Canada,
should the arbitral panel decision be unac-
ceptable. So we took the concerns that
have been raised and we’ve tried to craft a
solution to those problems. It’s all about
Foreign Direct Investment, and protecting
that FDI. It’s less of an issue between
Canada and Europe than it would be if it
was between Canada and, let’s just say,
Malaysia or Brunei or Vietnam.”

Why? Cherniak added, “You have a
little more faith in the judicial system in
Europe than in those countries. And
there’s also the feeling that if it was the
court system, maybe they wouldn’t treat
the Canadian investor fairly; that they
have a preference for their own people. So
you take out the arbitrariness from the
judges by having it in an arbitral panel,
because you’ve got people from more than
one jurisdiction, as opposed to one judge.”
Nevertheless, “Even between the U.S. and
Canada, the jury systems are different, and
so the comfort level is somewhat question-
able. That’s why the ISDS chapters –
which provide ability to go to an arbitral

dians have spent all that money building
the factory. They can’t just say, ‘Thank you
for the one-billion-dollar factory; we
would have liked to build it ourselves. But
since you built it, we’re just going to take
it.’ There needs to be compensation when
that happens. That’s the extreme situa-
tion. The other situation is having
something that is tantamount to expropri-
ation.” In such a case, it’s not that they
take the factory, but after spending all that
money and setting up the factory, “they
pass a law that is tantamount to expropri-
ation; you’re not able to get the benefit of
that factory. Since NAFTA, we’ve had the
latter concept: minimal standard of treat-
ment, and those are the things that come
out of many of the cases. This is all about
foreign direct investment, and how do we
provide a protection for two things: If the
government does do something, getting
the appropriate compensation for the
aggrieved party. Second, how do we keep
governments in check, from doing
extreme things?” An ISDS system “stops
governments from doing things that they
might otherwise do.”

Like other forms of commercial,
labor, or judicial arbitration, an ISDS seeks
to provide “an impartial, law-based
approach to resolve conflicts,” explains a
report by the Office of the United States
Trade Representative. “ISDS in U.S. trade
agreements is significantly better defined
and restricted than in other countries’

agreements.” 
According to the USTR, governments

worldwide put ISDS systems in place for
at least three reasons: To resolve invest-
ment conflicts without creating
state-to-state conflict; to protect citizens
abroad; and to signal to potential investors
that the rule of law will be respected.
Moreover, investment rules enforced by
ISDS provide investors in foreign coun-
tries with basic protections from foreign
government actions such as:

• assurance that firms doing business
abroad will face a level playing field and
will not be treated less favorably than
local investors or competitors from
third countries.

• protection against uncompensated ex -
propriation of property

• protection against denial of justice in
criminal, civil, or administrative adjudi-
catory proceedings, and 

• assurance that investors will be able to
move capital relating to their invest-
ments freely, subject to safeguards to
provide governments flexibility to
respond to financial crises and to ensure
the integrity and stability of the finan-
cial system.

Cherniak outlines two primary bene-
fits of ISDS for investors who risk their
funds abroad: “First, if a [foreign] govern-
ment does something that is unfair [to
your company], there is a mechanism to
address this, if that measure is affecting
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tribunal – are the compromise position; they allow the FDI to pro-
ceed with a little bit less risk. And when there is FDI, there is
more trade between the countries; and employment. And the eco-
nomic benefits are improved.”
A rising tide of ISDS cases

Wagner said that ISDS “has gotten more attention as a left-
wing regulatory issue; it seems “the thing” that has been seized
on by anti-free trade opponents as a reason to be opposed to FTAs.
It’s become a more standard part of FTAs as well.” While treaties
with ISDS provisions have existed since the 1960s, just 50 known
ISDS cases were launched in the regime’s first three decades com-
bined. In contrast, corporations launched at least 50 cases each
year from 2011-2015, with a record 70 cases launched in 2015.
If a tribunal rules against a challenged policy, there is no limit to
the amount of taxpayer money that the tribunal can order the
government to pay the foreign corporation. Such compensation
orders are based on the “expected future profits” an ISDS tribunal
surmises that an investor would have earned in the absence of the
public policy it is attacking. 

In a typical statement assailing the workings of ISDS, Maude
Barlow, national chairperson of the Council of Canadians, an anti-
globalization activist group, wrote, “An elite coterie of lawyers,
arbitrators and financial speculators are making a killing seeking
out and actively recruiting corporations to sue governments
around the world over new health and safety, labor or environ-
mental rules.” For his part, Gus Van Harten, professor at Osgoode

Hall Law School in Toronto, argued that there are essentially four
reasons why ISDS provisions have become a lightning rod for
opponents of free trade, and globalization in general. Van Harten
said ISDS “gives powerful rights to foreign investors, without cor-
responding responsibilities; it creates potentially massive financial
risks for democratic regulation; it allows foreign investors to side-
step courts,” and “it compromises judicial independence and fair
process, despite improvements on this point agreed earlier this
year between the government of Justin Trudeau and the Euro-
peans.” Along the same lines, Public Citizen, a U.S. non-profit,
consumer rights advocacy group, has argued that trade agree-
ments such as the Trans-Pacific Partnership (TPP) “would vastly
expand the ISDS threat, newly empowering thousands of multina-
tional corporations to demand compensation for U.S. policies,”
rather than enabling the U.S. to write its own regulations.  Some
countries are “beginning to challenge this outrageous system,”
notes Public Citizen. “South Africa, Indonesia and India have
started terminating or renegotiating their treaties that contain
ISDS provisions, and Ecuador, Venezuela and Bolivia have already
terminated many of their treaties

In response to mounting criticisms of ISDS, the European
Commission announced a plan to ‘reform’ this provision by estab-
lishing a new European investment court system for the upcoming
European Union-United States Transatlantic Trade and Investment
Partnership (TTIP). However, said Barlow, “This reform still fails
to require foreign investors - like everyone else, including domes-
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tic investors - to go to a country’s domestic courts before seeking
an international remedy. The proposed investment court system
still gives a special status to foreign corporations by allowing
them to challenge the laws that apply to everyone else through a
special system outside established court systems.”

Opponents argue that ISDS restricts the ability of a domestic
government to regulate in the public interest. Thus, if a Canadian
province were to withdraw its approval of a new mine, after orig-
inally having approved the site, a foreign investor might bring a
case against Canada, saying that Canada changed the rules and
the foreign investor suffered losses because it developed the
mine, but is no longer permitted to operate it.

Others believe that ISDS could put strains on national treas-
uries or that ISDS cases are frivolous. “Based on our more than
two decades of experience with ISDS under U.S. agreements, we
do not share these views,” wrote USTR officials in a report.  “We
believe that providing a neutral international forum to resolve
investment disputes under international law mitigates conflicts
and protects our citizens.”

One of the differences between an ISDS and a bilateral
investment treaty (BIT), adds Wagner, “is that BITs have been
commonly applied between a developed country like Canada,
the U.S. or European countries and a less developed country that
may not have domestic court systems that are as robust. There is

less precedent for these agreements to be between two devel-
oped countries; although obviously not unprecedented, since it’s
been part of NAFTA for over twenty years. Wagner adds, “I don’t
think it’s at all surprising that that kind of mechanism is in there,
and that developed countries that are parties to [for example, the
TPP] agreement would want to have that mechanism in there to
protect their investors; in particular, in those countries where
you might not be confident of the capacity of the domestic court
system to resolve a dispute.” In the absence of the ISDS, say such
supports of the system, the positive economic impact derived by
job-generating foreign investments in new factories, infrastruc-
ture, and so forth, would be significantly limited.

Regarding the controversial introduction of ISDS in the
CETA text, Cherniak defends the Harper government for its
efforts. She believes that “the Harper government negotiated
what it believed was the best deal for Canada. It wanted to pro-
tect Canadian investors who make investments in European
territories. And this is the mechanism that is in NAFTA, where it
has been used … Under NAFTA, chapter 11 is working as it
should work. There’s no case where one can say this country lost
and was so mistreated by the arbitral panel; where the panel was
so biased or had such a conflict of interest that this is the result.
There is no such sense of wrongdoing on the part of arbitral
panels in the decisions. I would ask anyone to bring to me any
such cases to be made aware of them, if they do exist. “

ISDS CASES 
Some of the most notable cases involving Canada and the

NAFTA Investor-State Dispute Settlement (ISDS) mechanism  

(1). Clayton BILCON vs. Government of Canada

Damages sought: $300 million; Bilcon won. Case is now in
the damages stage.

Members of the U.S.-based Clayton family and Bilcon, a cor-
poration they control, challenged Canadian environmental
requirements affecting their plans to open a basalt quarry and a
marine terminal in Nova Scotia. The Clayton family expected to
extract and transport large quantities of basalt from the proposed
152-hectare project, which was located in a key breeding area for
several endangered species, including the world’s most endan-
gered large whale. Canada’s Department of Fisheries and Oceans
determined that blasting activity in this sensitive area raised envi-
ronmental concerns and thus required a rigorous assessment. The
Clayton family argued that said assessment, which resulted in
denial of the controversial project, was arbitrary, discriminatory
and unfair, and thus a breach of NAFTA’s “minimum standard of
treatment,” national treatment and most favored nation obliga-
tions.

In a March 2015 ruling, the tribunal majority decided that
the environmental assessment was “arbitrary” and frustrated the
expectations of the investors and thus violated a broad interpreta-
tion of the “minimum standard of treatment” obligation imported
from another ISDS tribunal case. On June 16, 2015, Canada filed
a notice of application with the Federal Court of Canada seeking
to set aside the award on jurisdiction and liability, on the grounds

that the Tribunal exceeded its jurisdiction and that the award is in
conflict with the public policy of Canada.

(2) Ethyl Corp. versus Canada
Ethyl, a U.S. chemical company, launched an investor-state

case over the Canadian ban of MMT, a toxic gasoline additive
used to improve engine performance. MMT contains manganese
− a known human neurotoxin. Canadian legislators, concerned
about the public health and environmental risk of MMT emis-
sions, and about MMT’s interference with emission-control
systems, banned MMT’s transport and import in 1997, despite
Ethyl’s explicit threat that it would respond with a NAFTA chal-
lenge. MMT is not used in most countries outside Canada, and is
banned by the U.S. Environmental Protection Agency in reformu-
lated gasoline. 

Making good on its threat, Ethyl initiated a NAFTA claim
against the toxics ban, arguing that it constituted a NAFTA-forbid-
den indirect expropriation of its assets. Though Canada argued
that Ethyl did not have standing under NAFTA to bring the chal-
lenge, a NAFTA tribunal rejected Canada’s objections in a June
1998 jurisdictional decision that paved the way for a ruling on the
substance of the case. Less than a month after losing the jurisdic-
tional ruling, the Canadian government announced that it would
settle with Ethyl. The terms of that settlement required the gov-
ernment to pay Ethyl (now known as Afton Chemical) $13
million in damages and legal fees, in addition to reversing the ban
on MMT, and advertising that MMT was safe. Today Canada
depends largely on voluntary restrictions to reduce the presence
of MMT in gasoline. 
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Overall, she adds, ISDS “is a mechanism that is tried and
true. Well-accepted and contained in thousands of BITs [Bilateral
Investment Treaties] around the world. It is included in CETA
because it has been accepted by the individual European coun-
tries, when you add together all the thousands of BITs that they
have around the world. [Even the Belgian province of] Wallonia
has it in its BITs. There are thousands of free-trade agreements
with investment chapters, and there are thousands of BITs.
When you combine the FTAs with the BITs, there are thousands
of people who have recognized that investment settlement dis-
pute is a good thing. It’s been accepted worldwide to use when
a country takes a measure to unfairly treat foreign direct-invest-
ment. If you don’t want to have foreign direct investment in your
country, okay, but you’re missing out on an economic opportu-
nity that can flow from this free-trade agreement. Why not
accept and take advantage of all the benefits that are available
from an economic perspective?”
The U.S. position

Deflecting further criticism, USTR has declared that the U.S.
is “at the leading edge of reforming and upgrading ISDS.  The
United States has taken important steps to ensure that our agree-
ments are carefully crafted both to preserve governments’ right
to regulate and minimize abuse of the ISDS process.”  

Further, U.S. trade officials note that although ISDS provides

a venue for conflict resolution, it protects the sovereign right of
governments to regulate. Under U.S. agreements, “ISDS [arbitral]
panels are explicitly limited to providing compensation for the
loss or damage to their investments; they cannot overturn
domestic laws or regulations. 

Over the past 25 years,  the U.S. has concluded 50 agree-
ments that include an ISDS clause. Collectively, in all of those
agreements, the United States has  faced only 17 ISDS cases, of
which thirteen were brought to conclusion.  That’s a small
number of cases, considering that during that same time period,
the U.S. government was sued in U.S. courts hundreds of thou-
sands of times – in fact, more than a thousand times for alleged
“takings” of property by the government. 

Moreover, the impact of these agreements is less significant
than opponents often argue because the U.S. already has interna-
tional agreements with ISDS clauses that are in force with six of
the eleven other countries participating in TPP (including
Canada, Chile, Mexico, Peru, Singapore, and Vietnam). The
remaining five countries (Australia, Brunei, Japan, Malaysia and
New Zealand) are party to a total of over 100 agreements con-
taining ISDS. “Thus, TPP will not newly introduce ISDS to any
of the countries participating in the agreement.” And yet, the
growing groundswell of public sentiment against ISDS may
poison the waters for its further adoption.

ISDS CASES 
(3). TransCanada versus the U.S. government  

In June 2016, the TransCanada Corporation launched an
ISDS case under NAFTA demanding $15 billion in compensation
because the corporation’s bid to build a pipeline was rejected by
the U.S. government. The $15 billion claim is five times more than
the $3.1 billion that TransCanada says it already had invested in
the pipeline project because the compensation demand includes
the future expected profits that TransCanada claims it would have
earned had the pipeline been allowed. The proposed 875-mile
pipeline – called the Keystone XL – was to transport to the U.S.
Gulf Coast up to 830,000 barrels per day of toxic, highly-corrosive
crude oil extracted from tar sands in Alberta, Canada. The pipeline
would have transported one of the dirtiest fossil fuels on the planet
across more than a thousand rivers, streams, lakes and wetlands as
it traversed six U.S. states.

(4). Pope & Talbot
Damages sought: $508 million/ Damages won: $0.5 million

($500,000)
Pope & Talbot, a U.S. timber company operating in British

Columbia, challenged Canadian implementation of the 1996 U.S.-
Canada Softwood Lumber Agreement. Pope & Talbot claimed that
quotas on duty-free imports of Canadian timber into the United
States violated NAFTA national treatment and minimum standard
of treatment guarantees, and constituted expropriation. The U.S.
and Canadian governments had agreed on the quotas to avert a
trade war over U.S. industry complaints that Canada was unfairly
subsidizing logging companies. Although Pope & Talbot was

treated in the same manner as similar companies in British Colum-
bia, it pointed to logging companies in other provinces not subject
to the quota to support its allegation of discrimination. A NAFTA
tribunal dismissed P&G’s claims of expropriation and discrimina-
tion, but held that, even though Canada reasonably implemented
the lumber agreement, the allegedly rude behavior of Canadian
government officials seeking to verify Pope & Talbot’s compliance
constituted a violation of the “minimum standard of treatment”
required by NAFTA for foreign investors. The panel also stated that
a foreign firm’s “market access” in another country could be con-
sidered a NAFTA protected investment. 

(5). Eli Lilly v. Canada (medicine patents), pending
Eli Lilly and Company, the fifth-largest U.S. pharmaceutical

firm, launched a $481 million claim against Canada in September
2013 under the North American Free Trade Agreement (NAFTA).
Eli Lilly is challenging Canada’s patent standards after Canadian
courts invalidated the firm’s patents for Strattera and Zyprexa,
drugs used to treat attention deficit hyperactivity disorder, schizo-
phrenia and bipolar disorder. Canadian federal courts ruled that Eli
Lilly had failed to meet the utility standard required to obtain a
patent under Canadian law. Namely, the firm had failed to demon-
strate or soundly predict that the drugs would provide the benefits
that the company promised when applying for the patents’ monop-
oly protection rights. The company claims Canada’s legal standard
violates the NAFTA guarantee of a “minimum standard of treat-
ment” for foreign investors and resulted in a NAFTA-prohibited
expropriation. A tribunal has been formed and the first procedural
order was issued in May 2014.
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Anti-dumping and countervailing duties – and their
role in softwood lumber sector
BY ALAN M. FIELD

Like peanut butter and jelly, counter-
vailing duties and antidumping duties go
hand-in-hand. Explains Susan Kohn Ross, a
partner at Mitchell Silberberg & Knupp LLP, a
Los Angeles international law firm. Dumping
occurs when you are charging a lower price
in a foreign market than you are charging in
your domestic market, or you are charging
less in a foreign market than it costs you to
make that product. Subsidies occur when
you receive financial support from the gov-
ernment in your country, enabling you to
undersell your foreign competition. Counter-
vailing duties arise where “the government
provides what is viewed as an improper sub-
sidy to the exporting community, which
reduces the price of the product into the
market.” Around the world, everyone
engages in these processes a little bit differ-
ently. Adds Ross, “There are clear biases in
the system in favor of domestic industry
which, from a legal perspective, mean that
the burden of proof is relatively low. But in
the U.S., you file a petition simultaneously
with the U.S. International Trade Commis-
sion and the International Trade
Administration (ITA).” 

Thus, the U.S. ITA sends out question-
naires to a select group of companies in the
exporting country. They gather other infor-
mation based on the information. Then,
based on the information they gathered,
there is a preliminary submission made to the
ITC, which makes a preliminary finding of
dumping or no dumping. “In the case of
alleged dumping, a lengthy process is initi-
ated whereby additional information is
gathered. Eventually the ITA comes up with
some numbers about what it calculates is the
‘dumping margin,’ based on those numbers,
and makes a recommendation to the ITC.
Typically, the ITC goes along, and there’s
usually about three years of litigation that fol-
lows.”

Every year after dumping is found, the
domestic industry can request – and is typi-
cally granted – an annual review. Thus, the
government goes back, asks for some more
information; and may add companies to the
dumping case. Companies may decide that
they should have their own dumping margin
or countervailing duty margin, so they can
self-initiate a request. “This goes on for five

years, and then there are sunset reviews;
meaning that in the fifth annual review, a
determination is not only made about what
the margins should be for the year, but
whether the case should terminate. In a lot of
these cases, it does not terminate, and it goes
on for periods of time longer,” Ross goes on.

Those companies that are importing
merchandise into the U.S. for commercial
purposes that are valued over $2,500,
or  importing a commodity subject to other
federal agencies’ requirements (i.e., firearms
or food), must post a U.S. Customs bond to
ensure that all duties, taxes and fees owed to
the federal government will be paid. For
importers that are required to post such a
bond, “this is all enormously disruptive,”
adds Ross. Moreover, the bonding companies
– which assume the risk of a surety bond by
guaranteeing payment on the bond in the
event of a default or failure to perform con-
tracted services — have gotten hit hard by
this process. The typical import bond costs
between $50,000 and $100,000 – except in
the case of really large companies, and the
bond is typically acquired on a simple, one-
page application form with no collateral.
However, when it comes to anti-dumping or
countervailing duty, such a bond can be more
expensive. In one case that took place about
20 years ago, one of the bonding companies
got hit with a cost of $9 million dollars.” 

The other pain, adds Ross, is that lots of

products are made in more than one country,
adding to the complexity of determining a
product’s cost structure, by country. “So cus-
toms [in North America] needs to be on the
look-out to make sure that there is not trans-
shipment or other activities that in one form
or another try to evade the anti-dumping or
countervailing duty. It’s a headache to the pri-
vate sector; and a headache to the
government from an enforcement point of
view.”

Wendy Wagner, partner at Gowling
WLG law office in Ottawa, explains, “Every
country has its own anti-dumping and coun-
tervailing duty rules; but its laws need to be
consistent with the rules and disciplines
imposed by the WTO’s anti-dumping agree-
ment. The U.S. and Canadian laws are
generally quite consistent. “

In both Canada and the U.S., there are
two relevant agencies.  One agency deter-
mines whether there have been dumping or
subsidies; and the amount of that. The other
agency determines whether the domestic
industry has been injured or is threatened to
be injured by that dumping or subsidy. In
Canada, those agencies are Canada Border
Services Agency, which determines if dump-
ing has occurred and the amount; and
Canadian International Trade Tribunal, which
determines whether there is an injury or a
threat of injury.

Over the years, there have been signifi-
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cant differences between application of these laws in the U.S. and
Canada. In the U.S., until 2005, the so-called Byrd Amendment caused
a lot of controversy. Whatever duties were collected on imports of
dumped and subsidized goods were redistributed back to the actual
producer who had been injured by the dumping or the subsidies. The
result, notes Wagner, was that there was “a real incentive for domestic
producers to bring a case, because they could stand to benefit to a great
extent if they were getting those duties redistributed; rather than the
government obtaining those duties.” Since the repeal of the Byrd
amendment, the companies that win anti-dumping and countervailing
duty cases have, quite naturally, become more profitable after their
unfair competition goes away, but the impact of their victory is blunted
by the fact they don’t derive the direct payoff from their victory. 

There are also differences between the way these kinds of duties
are calculated in the two countries. In Canada, these duties are only
charged prospectively – that is to say, paid henceforward — whereas in
the U.S., duties are charged going retrospectively. As a result, there is a
difference in financial impact. However, concludes Wagner, “Basically
there are a lot of disciplines imposed [on all WTO-member nations] by
the WTO anti-dumping agreement, so you don’t get that much varia-
tion in the actual law” from one country to the other.

Softwood Lumber Agreement (SLA)
Even experienced trade attorney Wagner finds it “somewhat

astounding” that the tortuous tale of the Canada-U.S. Softwood
Lumber Agreements has been going on ever since 1982. The fourth
phase of the SLA was enforced until 2013 and was later renewed until
2015. On Oct. 15, 2016, it expired, leaving the U.S. Lumber Coalition
– the U.S. trade group for the sector — or anyone else in the U.S. free
to file another case against Canada under the anti-dumping law under
U.S. law. 

Since the expiration of the last SLA, there haven’t been any
restraints on what lumber producers in Canada can do in terms of sell-
ing their softwood into the United States. So the market share of
Canadian producers in the U.S. market has increased, which is what
U.S. lumber producers had been trying to prevent ever since 1982.
Now that there is no moratorium on the filing of new cases, U.S.
lumber producers are expected to file new anti-dumping cases under
U.S. law and under U.S anti-subsidies law.

Two kinds of allegations have been made against Canada: The first
is that Canadian lumber producers are dumping softwood into the U.S.
market. Dumping would be taking place if someone either sold lumber
at lower than his cost of production, or selling it at a lower price than
he could sell the same product in his home market.  U.S. lumber pro-
ducers also alleged that Canadian provinces subsidized the cost of their

softwood by charging a very low fee—known as the stumpage fee – for
harvesting that lumber in Canada. Notes Wagner, “The reason this
comes up, time and time again, is because the structure of the market
is completely different in Canada versus the U.S. Almost all lands on
which softwood lumber is harvested in Canada are owned by the
provincial governments. So they set the prices at which companies can
harvest that lumber – which is the stumpage fee. In the U.S., most
timber land is privately owned.”

The stumpage fee is paid to the provincial governments to use the
timber – because the governments own the land. In the U.S., there is
a fee that is the equivalent of that, paid for harvesting American timber,
but it is paid by lumber companies in order to harvest the privately
owned lands based on current market prices. “The allegation on the
part of the U.S. has always been that in Canada the stumpage fee
charged is lower than what a market price would be.”

Given the fundamental historical and cultural differences on this
issue, how does anyone imagine that this issue can ever be resolved?
In the past, the only way that this issue has been resolved is for Canada
to impose some sort of measure to restrict the export of softwood
lumber into the U.S., notes Wagner. “That restriction has taken differ-
ent forms in different agreements. In the two previous SLAs, such
measures have taken the form of either a quota restriction on how
much you can export to the United States – or an export tax, which
operates as an export restriction because you are going to pay only so
much [in terms of tax] before your product is not competitive [in the
U.S. market]. Or a combination of the two – the quota and a tax.”

If the U.S. Lumber Coalition brings an additional anti-dumping
case and the outcome is that U.S. duties are charged on softwood
lumber imports from Canada, those duties will be imposed by the
United States government, which always benefits from any new duties
charged on imports from Canada. On the other hand, if Canada agrees
to a restriction in the form of an export tax on softwood lumber, it will
be the Canadian provinces that wind up getting those export taxes,
Wagner explained.  Ultimately, in either case, however, there will be
less softwood lumber going into the U.S. market, which is good from
the perspective of the U.S. producers, because they will wind up facing
less competition from Canadian lumber producers in the U.S. lumber
market. On the other hand, the latter method of achieving a resolution
to such a dispute will have greater benefits for the Canadian govern-
ment because Canada will wind up collecting export taxes on
Canadian exports to the U.S. Thus, concludes Wagner, “You can see
why there is a motivation [for Canada] to enter [another Software
Lumber] Agreement, rather than let the U.S. initiate another [anti-
dumping] case and impose duties”.
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MSC Canada expects to benefit from additional growth
opportunities
BY BRIAN DUNN

In her book, “Ninety Percent of Every-
thing,” author Rose George notes that we
live in postindustrial economies, where we
no longer produce but buy. We buy, so we
must ship. Without shipping there would
be no clothes, food, paper, or fuel in what
she refers to as the “invisible industry” to
most people outside the shipping world.

“Nobody realizes the importance of
our industry, but it’s becoming more and
more part of the conversation in the
media,” said Najim Shaikh, Vice-President
Commercial Import, MSC Mediterranean
Shipping Company (Canada) Inc. Certainly
MSC realizes the importance of shipping
and why it continues to grow its Canadian
operations from one weekly service in
2004 to eight today, including five dedi-
cated services.

Its latest offering, in response to the
collapse of South Korea’s Hanjin Shipping,
is the launch of MSC’s Maple service
between Yantian, China, and Vancouver
with calls at Shanghai, Bussan and Long
Beach. It was originally part of its 2M
alliance with Maersk Line, but Maersk had
a change of heart and decided to postpone
its participation in the new service which
will add an additional 6,000-plus TEUs of
capacity, said Mr. Shaikh. “We never really
had a large presence on the West Coast (of
Canada) and we could add more capacity
throughout our network, depending what
everybody else does,” (in response to the
Hanjin void).

Most goods exported from Vancouver
are region-specific such as lumber, pulp and
agribusiness. Inbound goods are largely
destined for retailers in Quebec and
Ontario, as an alternative service to the
East Coast. “If there are winter delays due
to weather, customers can bounce between
the East and West Coast, whatever makes
the most sense.”

MSC’s Saint John, NB service began in
2012 as a bi-weekly service and now is
weekly, primarily for the export market,
but the company is trying to increase the
import side, said Mr. Shaikh. “We’ve added
Mexico to our rotation on both East and
West Coasts, connecting Freeport, Mon-
treal and Saint John with a Houston option
and Vancouver is part of our California
Express service. Service from Mexico used
to go through the spine of North America
via rail.”

Service out of Prince Rupert began
about a year ago and primarily serves
inland locations such as Calgary, Edmonton

and Winnipeg via a rail link into the inte-
rior.

“A lot of terminals are investing hun-
dreds of millions of dollars on upgrades,
including Deltaport (Vancouver) which will
be completed in 2017 with a rail and port
expansion,” said Mr. Shaikh. “Prince
Rupert has already reached capacity at its
Fairview Container Terminal of 750,000
TEUs and a new expansion expected to be
completed sometime in 2017 will add an
additional 550,000 TEUs. And here in
Montreal, the first phase of Termont’s Viau
Terminal expansion was scheduled to be
completed by the end of November, adding
300,000 TEUs.”

Asked about initiatives to have more
cargo go through Montreal instead of U.S.
ports for destinations such as Toronto, Mr.
Shaikh said it’s an industry-wide responsi-
bility. `The minute you load or unload cargo
at a U.S. port, that’s helping the U.S. econ-
omy. We’re working with our Canadian
carriers and CargoM to bring awareness of
the advantages of shipping through Mon-
treal. We’re the only one that has a
north-south service between Montreal and
South America.”

While the shipping industry as a
whole is growing in terms of cargo flow,
supply and demand is a point of contention
and how it affects freight rates, Mr. Shaikh
pointed out. “At the end of the day, how do

you reduce costs when freight rates aren’t
growing? Alliances help, but you can’t
mobilize a large fleet in a week and you
also have to be more cost-conscious. There
is no simple answer how to continue to cut
costs. It depends on each company’s struc-
ture and on which trade lanes they operate.
We have good trade lanes. Far East to
Europe and Far East to North America are
very volatile. North-south routes tradition-
ally have had better rates.”

The Canadian economy has been
growing for the last 15 years which has
been reflected in MSC’s growth across the
country. It expects the Canadian container-
ized industry will grow between 3-5 per
cent in 2017, or roughly an increase of
150,000 to 250,000 TEUs. “We wouldn’t
invest in Canada if we didn’t see growth.
We’ve created a separate reefer team under
Steve Campbell and we’ve created an
import group, because the nature of
imports and exports is very different. We’ve
created new opportunities like Latin Amer-
ica to Montreal and Montreal to the Gulf.
We have a Europe to West Coast of Canada
service as an all water alternative for our
customers. That’s how we’re growing.

Are there markets that we’re not tradi-
tionally operating in? Absolutely. But  if a
customer says they’d like to see more
Mediterranean options, we’ll look at it to
see if it makes sense.

Najim Shaikh
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Proposed U.S. pilotage fee increases spark call 
for overhaul 
BY ALEX BINKLEY

The U.S. Coast Guard has proposed to allow a 14 per cent
increase in Great Lakes pilotage revenue for 2017, on top of hefty
hikes for the last few years, renewing calls for reform to the system.
Mike Broad, President of Shipping Federation of Canada, said the
proposed increase comes “on top of an increase of more than 30 per
cent in 2016. In fact, prior to 2016, the U.S. Coast Guard (USCG)
has increased rates by 114 per cent for the previous 10 years.”

Shipper and port groups have “put forth valid comments object-
ing to the 2016 rate increase, comments which were dismissed by
the Coast Guard,” he said. “That is why we had no other choice but
to file suit against the Coast Guard in the U.S. courts.” Complainants
include Shipping Federation of Canada, U.S. Great Lakes Shipping
Association along with shipowners Fednav International Ltd, Canfor-
nav Inc., Polish Steamship Company, Spliethoff Transport, Brochart
Shipping and Wagenborg Shipping.

Broad stated that the Agency has turned a deaf ear to industry
and allowed “the private pilot companies that operate as monopolies
to drive up rate levels. The rates in the U.S. are already well above
those of Canadian pilotage rates for the same service in the same
area.  One has to wonder where the money is going.”

The Chamber of Marine Commerce said the proposed increase
adds to the need for “substantive reform of the system of marine
pilotage to increase competition, make it less costly, more effective
and responsive to the needs of its customers.” American Great Lakes
Ports Association said USCG “has increased pilotage rates almost
every year for the last decade.” Pilotage costs fall hardest on ocean
going ships and U.S. pilotage costs account for 19 per cent of “aver-
age voyage costs for an ocean-going vessel,” the Great Lakes Seaway
Partnership added.

“When Canadian pilotage costs are added, it becomes clear that
pilotage has become a runaway cost for Seaway shipping,” it adds in
a statement. “Cynically citing foreign shipping conglomerates as the

only impacted parties, the Coast Guard
seems tone-deaf to the legitimate concerns
raised by ports and shippers.”

The calls for pilotage reform could grow
louder with the release of a special examina-
tion by the Office of the Auditor General of
Canada. The special examination which con-
cluded that the Board of Directors of Atlantic
Pilotage Authority, “despite having strong
competencies, did not set strategic direction
for the Corporation, nor had it reviewed its
mission, vision, or strategic objectives since
2003. Strategic direction is integral to ensur-
ing the Corporation’s financial
self-sufficiency. For three of the past four
years, the Corporation reported operating
losses.” More details are expected when the
Auditor-General’s report is presented to Par-
liament this fall. 

“Great Lakes pilotage costs have gone
up 114 per cent during the last 10 years,”
says Will Friedman, President of Cleveland-
Cuyahoga County Port Authority. “The
Coast Guard wants to increase them another
58 per cent by 2017. These increases are
unsustainable and will ultimately erode the

viability of international trade through Great Lakes ports.”
Pilotage costs were a hot topic at a recent conference on the

potential of Great Lakes in Thunder Bay, Ont. Angus Armstrong,
Harbour Master at Port of Toronto, said the existing pilotage system
is undermining the competitiveness of the waterway in the indus-
trial heartland of North America. Without an end to compulsory
pilotage, ocean going ships will boycott the Great Lakes, he said.
Modern ships have navigational equipment which negates the need
for pilots.

Blair McKeil, Vice-Chairman of McKeil Marine, echoed the
concerns and said pilotage costs are undermining the competitive-
ness of the St. Lawrence Seaway and Great Lakes. They are among
“the dams in the system that hinder our efficiencies and increase
our costs, inhibiting our competitiveness in the world-wide mar-
kets.”
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Garneau wins applause, now he has to deliver 
BY ALEX BINKLEY

It didn’t take long after Transport Minister Marc Garneau fin-
ished outlining his Transportation 2030 strategy in a Montreal
speech for praise to come rolling in from across Canada. While leg-
islation to improve air travel drew a lot of media attention, for
shipper groups the focus was on a bill the Minister promised for
next spring to balance the power of the railways and shippers.

Garneau said the legislation will allow reciprocal penalties in
service level agreements between railways and their customers,
better define adequate and suitable service and improve access to
the Canadian Transportation Agency for shippers with service com-
plaints. The government will also address the future of extended
interswitching limits in Western Canada and the Maximum Rev-
enue Entitlement (MRE) on grain transportation.

The 2030 strategy is based on recommendations from the
Canada Transportation Act review headed by former cabinet min-
ister David Emerson and consultations by Garneau and his
department. It also promises an early review of the Railway Safety
Act, locomotive cab event recorders, a national marine safety plan
and the development of a transportation data regime.

Grain Growers of Canada said the inclusion of reciprocal
penalties, a clear definition for adequate and suitable service and
extended interswitching “demonstrates that the government rec-
ognizes the importance of agriculture and rail shippers in our
country’s economy. Canada’s grain farmers rely on efficient and
competitive rail service to deliver products to markets all around
the world”, says Vice-President Jeff Nielsen. “I urge the Minister to
ensure that the required legislation is passed and in place for the
2017-2018 crop year,” which starts next August.

Canadian Federation of Agriculture welcomed plans to
resolve longstanding issues linked to service agreements between
shippers and railways. However it was concerned about the lack of
information on the government’s intentions for the MRE regulation
that protects farmers, who lack competitive options when it comes
to shipping grain, said President Ron Bonnett. MRE was intro-
duced by the Chretien government in 2000 to limit what CN and
CP can charge farmers for hauling grain. CFA said it remains “an
essential component of modernizing the Canadian Transportation
Act.

“Transportation costs represent a significant portion of west-
ern grain farmers’ expenses. That’s why farm groups have been
advocating for a full costing review, which would lead to an accu-
rate and up-to-date MRE,” Bonnett added. “We’re still waiting for
the government to fulfill its promise to launch the costing review,
as it had stated it would, prior to the 2015 election.”

Non-agricultural shippers also applauded the proposed bill.
Forest Products Association of Canada (FPAC) and Mining Associa-
tion of Canada (MAC) welcomed Garneau’s “concrete measures” to
improve transportation system and generate enhanced data for the
benefit of those who use the transportation system. “Transportation
is a vital issue that impacts Canada’s competitiveness and export
performance, and lack of access to a reliable and efficient system
has challenged the forest sector,” says Derek Nighbor, CEO of
FPAC. “We are delighted that the government is now taking action
that will help the forest products industry get its goods to market
and support Canada’s future growth and prosperity. We look for-
ward to working with the government and our transportation
partners on our shared interest of improving our transportation
system.” The largely rural-based forest products industry is an
export sector that has often faced bottlenecks and struggled to
access reliable and effective transportation to get its goods to market
in a timely manner. Transportation alone represents up to one-third

of the production costs of any forest products firm.
Mining companies require an effective and reliable transporta-

tion network to get their goods to market and to grow their
businesses, said Pierre Gratton, MAC’s President and CEO. “The
reliability of the transportation network is also a key consideration
when companies determine whether or not to invest in Canada.
We are hopeful that the government delivers on its commitment to
create a more transparent and balanced transportation system.”

CP President and COO Keith Creel said the railway is review-
ing “the full content of the Minister’s agenda and look forward to
working collaboratively with all stakeholders on key issues, such as
the MRE, interswitching and reciprocal penalties.” Creel urged the
Minister to act quickly on the locomotive recorder issue “by imple-
menting LVVR as a preventative, proactive, behaviour-changing
tool. Without a pre-emptive disciplinary option, the use of LVVR
would do little to improve safety.”

CN President and CEO Luc Jobin said the railway supports “a
predictable regulatory environment that encourages innovation
and efficiency and takes an end-to-end view of the entire of the
supply chain.” He offered no comments on the specific provisions
of the proposed railway bill. Like CP, CN welcomed the plan to
bring in locomotive cab recorders. “We believe this technology is a
powerful and important tool in the investigative process to get to a
better understanding of causation, which will lead to improved
safety practices – something we all want.”

Wendy Zatylny, President of Association of Canadian Port
Authorities, said that while there are many details in the 2030
strategy “to be filled in, this is very much a good foundation to
work from.” Ports need the ability “to be flexible and able to adapt
to changing market forces,” she said. “Measures such as the
removal of barriers to financial flexibility would empower Port
Authorities to pursue trade-related opportunities and reduce cur-
rent restrictions that may serve as obstacles to growth. We live in
a highly-competitive world and it is critical that Canada has the
policies in place to ensure we are able to maintain continued
growth and prosperity.” A proposed Canada Infrastructure Bank
needs to “recognize the value of small and large projects, inland as
well as tri-coastal transportation, and trade corridors that span the
country.” A study by ACPA and Transport Canada “found a capital
investment requirement of $5.8 billion to meet growing demand.
Of this, $1.9 billion (or 33 per cent) is related to the rehabilitation
of existing port assets. Public funding of strategic port infrastruc-
ture is critical to assist in maximizing Canada’s economic output.”

Marc Garneau
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Serious overbuilding of port infrastructure in the East
may be just a matter of time
BY TOM PETERS

In 2005, Melford International Terminal Inc. announced it
planned to build a major international marine container terminal and
logistics park in Melford, Nova Scotia, on the Strait of Canso. Now,
more than 15 years later, more than $40 million has been spent,
according to some reports, on preliminary work, ongoing administra-
tive operations, the purchase of land for the terminal, logistics park
and rail corridor lands, but construction of the terminal has not yet
started. Since Melford announced its intentions, a second mega ter-
minal proposal, Novaporte, has been announced for the port of
Sydney, and Halifax Port Authority is expected to look at a mega
container terminal in its long-term strategic master plan. This comes
following reports that the two terminal operators in Halifax, Halterm
and Ceres, are presently in merger discussions.

Further, a recent $80,000 report on the proposed container
projects, paid for by the Atlantic Canada Opportunities Agency and
Nova Scotia’s Department of Transportation, says the focus should
be on promoting Halifax as a viable container port and not Sydney
or Melford where “new ports are unlikely to be viable.” 

No public money has been discussed at this point for either
Melford or Novaporte, although $36 million, mostly public funds,
were used to dredge the entrance channel to Sydney Harbour, a
requirement for deep draft ships that would call Novaporte. Melford
says it has no intention of seeking public funds.

The Sydney project, which is billing itself as a transportation
hub, will have a 500-acre logistics park called Novazone. Montreal-
based Canderel Group is to build the park. The total price for a
completed terminal and park has been earmarked at $1.6 billion.
Albert Barbusci of Harbour Port Development Partners which pro-
posed the Sydney project, has given the project a time line. He said
Novaporte will happen within 12 to 24 months “or it goes on the
back burner. We are not going to be at this forever.” 

Richie Mann, Melford’s Vice-President Marketing, has said on
various occasions that everything is in place and ready to go for his
Melford project and nobody is ready to pull the plug. In a further
show of commitment, Melford Terminal and its financial partner,
Cyrus Capital Partners, recently signed an agreement with SSA
Marine to operate the terminal. 

“Development projects have to make sense and be supported
by a sound business plan and a reasonable return on investment,”
Mann said in an email. “Melford continues to make sense as evi-
denced by continued support from the investment community and
the meaningful partnership with world-class operating giant SSA
Marine. As long as the ‘value proposition’ remains strong, efforts will
continue to develop the terminal,” he said. 

And Melford is not concerned about a mega terminal in Hali-
fax. “Our project has never been conditional on anything Halifax has
done or is doing. We are an independent, private sector initiative
that has always recognized that Melford’s success will be realized

through incremental cargo volume, not a dilution of local cargo.
That would simply be a race to the basement and we have no inter-
est in that,” Mann said. 

However, for Melford to start construction, Mann says the
project needs a long-term commitment from a major carrier, but
with all the mergers and acquisitions happening in the shipping
world, finding a carrier to make such an important commitment has
been challenging.

“While in the short term, this has caused carriers to contem-
plate their next moves and may have slowed down their
decision-making to some extent, but in the long-term, quite the
opposite,” he said. “Every merger and alliance between carriers
means an ever-increasing use of mega vessels. Melford has always
been intended to be ‘purpose built’ to accommodate those vessels.
With most East Coast ports ill-prepared or ill-equipped to efficiently
service the larger vessels, Melford is attractive to carriers and cargo
owners looking for efficient, reliable operations,” he added.

Building a mega terminal, however, requires two-way cargo
and Mann is confident there is opportunity to develop strong
exports over the facility.

“We have been working very hard on identifying and attract-
ing exporters, and we have identified a number of entities that are
interested in taking advantage of our ability to consolidate export
cargo on dock, which greatly increases our range for exports,” he
said. “Similar to Prince Rupert’s experience, we are also confident
that as the terminal becomes real, entrepreneurs will recognize the
opportunities for new initiatives previously considered not viable
because of transportation distances and costs,” he added.

To develop exports for Novaporte, Barbusci said, “The general
industry rule is that imports drive exports. That said, if we look at
the Detroit market as one of our destinations, the carriers would
attract clients with steady export volumes (scrap metal, waste
paper) to use the Sydney routing back to the Far East.”

And how would the expansion plans presently being executed
by Saint John Port Authority fit in with any of the above?

Sydney Harbour
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Tropical Shipping moving operations from Saint John
to Halifax
BY TOM PETERS

Tropical Shipping, a long-time customer
at the Port of Saint John, is moving its weekly
service to the Halterm Container Terminal in
the Port of Halifax. Tropical said on its web-
site that operations will begin in Halifax Jan.
9, 2017. The last sailing from Saint John will
be Dec. 27. Tropical offers service to Florida,
The Bahamas and the Caribbean. It will,
however, maintain its local office in Saint
John.

“This move will improve our long-term
commitment to our customers with
improved intermodal connections and termi-
nal capacity designed to meet market
demands. Tropical Shipping’s Canadian serv-
ice will continue to provide a weekly sailing
every Monday from the Halterm Container
Terminal,” Tropical said in a statement.

Kim Holtermand, Halterm’s Chief Oper-
ating Officer, said in an email, “We are
delighted that in working together with Hal-
ifax Port Authority and CN we have arrived
at an attractive proposition to bring Tropical
Shipping to Halifax.”

Jim Quinn, President and CEO of Saint
John Port Authority, said in an interview that
the news was “disappointing.” Tropical has

Hanjin saga could redefine the container shipping
landscape, says analyst
BY MIKE WACKETT
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been calling at Saint John for 15 years and
moves 45,000 to 50,000 TEUs (20-foot
equivalent units) annually over the port or
about half the port’s container volume, said
Quinn. He said a good percentage of the
cargo handled by Tropical is New
Brunswick-based so it will be interesting to
see what it will mean on inland costs for
cargo not moved by rail. 

Quinn, however, remains optimistic
about Saint John. “We are really excited
about what DP World is doing with respect

to its overall marketing efforts and I think
you are going see some significant news
coming from Saint John with respect to new
opportunities and cargoes being handled in
this port in coming months,” he said.

In July, Saint John Port Authority
announced it had signed a long-term lease
agreement with DP World, one of the
world’s largest terminal operators, for the
operation of its container terminal which is
the focus of a $205 million modernization
project. The lease takes effect Jan. 1, 2017.

The container market has been
“turned on its head” by the collapse of
Hanjin Shipping, according to Oslo-based
ocean freight rate benchmarking platform
Xeneta, which says it could be a “wake-up”
call for large-volume shippers accustomed
to long-term contracts at low rates. Some
analysts suggest the 40-50 per cent spike in
Asia-Europe and transpacific container spot
rates  that followed  Hanjin’s entrance into
court receivership on 31 August, will be
short-lived, given the inherent structural
overcapacity of the market.

But, with the benefit of feedback from
its 600-strong international business client
community, Xeneta believes ocean carriers
will “not be so accommodating” after hear-
ing claims of container lines breaking
agreements on low-rated contracts. “The
Hanjin saga has the potential to redefine the
container shipping landscape,” said Xeneta
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Chief Executive Patrik Berglund. “Hanjin’s failure resulted in an
immediate capacity reduction of up to 8 per cent in transpacific and
Asian-European routes, and this gives competitors an obvious fillip.

“The feedback we’ve received from our community details
rising rates, stretched capacity, claims of broken contracts – when
agreed at low prices – and a need to go to the spot market, where
quotes of between one and three months are not being contracted,”
said Mr. Bergland.

“In many ways the market has been turned on its head. Now
it’s the liners flexing their muscles again.” He added: “Short-term
rates were already rising on the main Far East Asia to North Europe
route, the world’s most important trade channel, since hitting lows
in March. Then, the market average price for a 40-ft container stood
at $552. In late August, it climbed to $1,172 and now it’s $1,834.
Transpacific routes have climbed from $839 in March to $1,887
now.”

The analyst warned that even the biggest shippers could
face some tough negotiations in the coming months and find that the
tables have turned dramatically in favour of the carriers. Mr.

Berglund said: “As the year comes to an end the tendering/bidding
season starts for many European shippers. This will be a wake-up call
for the large-volume shippers who have maybe become accustomed
to basking in long-term contracts at low rates. “In a changed market,
the carriers won’t be as accommodating. Last term’s prices will sud-
denly be a distant memory.”

The weakness of the market at the end of 2015, which contin-
ued into the first two quarters of this year, severely impacted January
to December contract rates for Asia-Europe and May to April
transpacific contract negotiations. But shippers are worried that the
sudden collapse of the world’s seventh-biggest container line and
South Korea’s biggest carrier, with months of disruption and huge
cost to the supply chain in its wake, could be followed by others –
carriers already in financial distress as investors and lenders rethink
strategy.

After years of industry red ink, the “too-big-to-fail” bubble of
top 20 container lines being propped up by investors and govern-
ments, regardless of losses, seems to have finally burst.

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

Outlook for panamax owners even darker as youngest
ever boxship is scrapped
BY MIKE WACKETT

The 4,546 TEU 2006-built Viktoria
Wulff (ex MSC Firenze) has become the
youngest containership to be sold for scrap as
panamax owners cut their losses and aban-
don employment hopes in a hopelessly
depressed market. Previously the record for
the youngest boxship sold for recycling stood
at 13 years old.

The 10-year-old Viktoria Wulff, built at
Gdynia, had been chartered by MSC and
deployed on the carrier’s Asia-Australasia
services. Brokers report that its  German
owners obtained $303 per LDT from break-
ers for the vessel “as is Shanghai” – i.e. from
the port where the ship is sold.

According to Alphaliner data, on 5 Sep-
tember there were 85 ‘classic’ Panamax ships
of 4,000-5,100 TEU idled, most in ‘hot lay-
up’ seeking employment on the spot market.
But the laid-up fleet is likely to be swelled by
around 25 more Panamax vessels operated by
bankrupt Hanjin Shipping, once they have
been discharged and returned to owners or
repossessed by lenders. Charter rates for
Panamax ships have weakened further in the
past month and are now at about $4,500
a day, compared with almost $15,000 in Jan-
uary 2015 –  that is if employment can be
found at all.

The opening of the expanded Panama
Canal in June and the upsizing by carriers of
ships using the waterway was the final nail in
the coffin for the former  workhorses of the
transpacific trade lanes, and the influx of ex-
Hanjin Panamax ships will surely weaken the
sector further.
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Market conditions have strengthened
operators’ positions. One  container broker
told The Loadstar that charterers were
demanding “positioning” and “very flexible
options”. He said: “The owners have no alter-
native; they don’t like it, but if they want a
contribution to their operating costs they
have to bend over backwards for the char-
terer.”

The dire situation for non-operating
owners of panamax containerships has
resulted in Singapore-based Rickmers Mar-
itime Trust facing liquidation as it is unable to
service its ship mortgages. Rickmers owns a

fleet of sixteen 3,450-5,000 TEU vessels,
only five of which are currently fixed on time
charters in excess of 12 months. Meanwhile,
according to data from London shipbroker
Braemar ACM, the total slot capacity of con-
tainerships demolished or sold for scrap so far
this year is fast approaching 500,000 TEUs.

To date, the number of ships recorded
as scrapped has reached 126, for 429,500
TEUs. In the whole of 2015, 60 vessels, for
116,500 TEUs, were sold for recycling.

Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)
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NYK, MOL and “K” Line to merge container shipping
businesses to form world’s sixth largest carrier
BY MIKE WACKETT

Ocean Alliance toe hits the water first with early
publication of pro-forma network
BY MIKE WACKETT

Ocean Alliance, which next April will be the biggest of the
three vessel-sharing alliances, has published its pro-forma network,
including port rotations for each service loop. “The signing of the
‘Day One Product’ marks an important step forward to show just
how committed we are in developing the most competitive products
to market and the high level of synergy and confidence we share in
the partnership,” said member carriers Cosco, CMA CGM, Ever-
green and OOCL, in a statement.

According to Alphaliner analysis, Ocean Alliance is set to dom-
inate both the transpacific and Asia-Europe trades in terms of
capacity, when the current four alliances become three next year.

On the transpacific, it will offer about 39 per cent of market
capacity, compared with  28 per cent from THE Alliance (once
Hanjin’s 7 per cent transpacific share is deducted) and 19 per cent
from the 2M alliance  (assuming HMM joins). On Asia-Europe,
Ocean Alliance will control approximately 35 per cent of capacity

Japan’s big three shipping groups – “K” Line, MOL and NYK –
have agreed to spin-off their container shipping businesses into a
new joint-venture company with a total capacity of 1.4 million
TEUs, which would rank as the sixth largest in the world and have
a global market share of approximately 7 per cent. A joint statement
said the deal was subject to shareholders’ agreement and regulatory
approval with a planned establishment of the new company sched-
uled for 1 July 2017, and the target for business commencement set
for 1 April 2018.

“The three Japanese companies have made efforts to cut costs
and restructure their business, but there are limits to what can be
accomplished individually,” explained the statement. It added:
“Under such circumstances, we have decided to integrate our con-
tainer shipping business so that we can continue to deliver stably
high quality and customer focused products to the market place.”

The three companies all operate portfolios of diversified enter-
prises that include: bulk shipping, car transportation, LNG, tankers,
offshore, energy heavy lift and air cargo transportation. It has been
agreed that the shareholding of the container line joint venture will
be: “K” Line 31 per cent, MOL 31 per cent and NYK 38 per cent,
with a total contribution of 300 billion yens, including fleets and
share of terminals, but will exclude terminal operating business in
Japan.

According to vesselsvalue.com, NYK owns the largest container
fleet, with 68 vessels providing a total capacity 507,046 TEUs
valued at $2.33 billion; followed by MOL, with 35 ships for 307,449
TEUs, valued at $1.7 billion, and third “K” Line, which owns 31
containerships with a capacity of 240,440 TEUs and a value of $1.2
billion. Including current chartered-in tonnage the total number of
ships operated by the joint-venture would equal 256 vessels earning
a combined annual revenue of 2.04 trillion yens.

And according to Alphaliner data, the merger of Hapag-Lloyd
and UASC will lift the German carrier to fifth in the world rankings
at 1,479,968 TEUs capacity, behind the merged Cosco and CSCL at
1,560,999 TEUs, with the proposed Japanese grouping taking the
sixth spot with 1,369,728 TEUs.

A factor in the decision to merge their container activities is
that the Japanese carriers will all be members of the new THE
Alliance east-west vessel sharing grouping from April next year,
which makes the integration significantly less complex. Moreover,

the Japanese shipping groups have a close relationship that stems
from their “common corporate culture” with senior executives and
operational management naturally familiar with their counterparts at
the other companies.

In the past few years container liner shipping has been a prob-
lem child for all three of the Japanese trio as they have found
themselves increasingly unable to match the economy of scale unit
benefits enjoyed by the big three of Maersk Line, MSC and CMA
CGM. Furthermore, the raft of container M&A activity in the past
year – CMA CGM’s acquisition of NOL, Hapag-Lloyd’s merger with
UASC, and the merging of the two Chinese state-owned lines – has
widened the gap in this sector and proved a drag on consolidated
group results for the Japanese companies.

Indeed, results for the period April to September show K Line
recording a $499 million loss and NYK reporting a massive $2.2 bil-
lion deficit after opting to take a huge impairment charge on the
value of its ships. MOL actually managed to record a profit of $158
million in its second quarter, but this was mainly supported by one-
time gains from the disposal of associate companies.

After the bankruptcy of Hanjin Shipping and the merging of the
Japanese trio, THE Alliance will be streamlined into three carriers:
Hapag-Lloyd, Yang Ming and the newco Japan carrier, thus overcom-
ing the “too many cooks” criticism that has previously been levelled
by analysts at the grouping.
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on the route, about the same as the 2M,  well ahead of THE
Alliance’s around 22 per cent.

However, on both trades Maersk and MSC (2M) have been
“the most aggressive” in capturing Hanjin business after its demise,
as evidenced by Maersk Line’s 11 per cent year-on-year volume
growth in the third quarter. So, in due course, capacity data may
need to be adjusted for the 2M.

The U.S. Federal Maritime Commission (FMC) announced on
21 October that it had approved Ocean Alliance after “an exhaus-
tive review”, and the grouping said it had completed its EU
self-assessment compliance review as well as receiving clearance
from South Korea’s Ministry of Oceans and Fisheries. However,
Ocean Alliance still needs to obtain approval from China’s Ministry
of Transport before it can commence its services, as will the 2M, if
it increases capacity with the inclusion of HMM.

Ocean Alliance intends to deploy 350 vessels with an esti-
mated carrying capacity of 3.5 million TEUs, and  includes 20
transpacific loops, six Asia-North Europe services, five Asia -Med
services, three transatlantic services, five Asia-Middle East loops and
two Asia-Red Sea services. Further details, including vessel deploy-
ments and call times, will be released around the end of this month.

“We are very pleased with our progress and close collaboration
with our partners in putting together an outstanding selection of Day
One products,” said Andy Tung, Chief Executive of OOCL.

However, the pro-forma network will see ports in Asia and

North Europe in particular either celebrating or commiserating,
depending whether they feature in the final list of proposed
calls. There are still ports shown as “to be confirmed” (TBC), includ-
ing Southampton as final call  on as the Asia-North Europe NEU3
loop and the Baltic ports on the NEU1. Nevertheless, in publishing
its provisional network earlier than expected, there is plenty of time
for fine tuning – a situation that has been absent from more recent
alliance rejigs – and the Ocean Alliance has put a big stake in the
ground.

It has also reacted to the comments emanating from the 2M
alliance that shippers could face disruption from the break-up and
reforming of the other alliances.

CMA CGM, which at 35 per cent of capacity is the biggest car-
rier in the new Ocean alliance, said the network would offer “better
transit times and greater coverage in terms of loops, ports of call and
port pairs”.

The announcement from Ocean Alliance will put pressure on
THE Alliance to publish its pro-forma network ahead of the Asia-
Europe contract negotiations. THE Alliance is still reeling from the
shock of the bankruptcy of would-be member Hanjin and the merger
announcement of the container arms of members K Line, MOL and
NYK, leaving Hapag-Lloyd and Yang Ming to lead the network nego-
tiations.
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THE Alliance is next new container shipping group to
unveil planned services
BY MIKE WACKETT

THE Alliance – Hapag-Lloyd, K Line, MOL, NYK and Yang
Ming – have announced their pro-forma east-west tradelane net-
work for April next year. It follows publication by rival grouping the
Ocean Alliance and news that the container divisions of the Japan-
ese shipping groups would merge. THE Alliance said its product,
which is subject to regulatory approval, would be characterized by
“fast transit times, a broad port coverage and deployment of modern
and most-efficient ships”. It claimed: “Our best ship for the loop prin-
ciple and our dedicated shuttle service design are the basis for one
of the most competitive products available in the market.”

THE Alliance intends to offer 31 services across the east-west
trades, deploying 240 ships over 75 ports in Asia, North Europe, the
Mediterranean, North America and the Middle East. This will fea-
ture five Asia-North Europe loops, compared with Ocean Alliance’s
proposed six, and three strings between Asia and the Mediterranean,
one less than its rival.

However, according to Alphaliner, THE Alliance will be the
smallest of the three VSA groups between Asia and Europe, with a
capacity share of approximately 28 per cent – after deducting Hanjin
Shipping’s pre-bankruptcy share and assuming the merger between
Hapag-Lloyd and UASC completes. The 2M + Hyundai (HMM) and
the Ocean Alliance are each expected to hold around 35 per cent
market share. On the transpacific, THE Alliance will be behind the
Ocean Alliance’s 39 per cent capacity market share, its 28 per cent
share ahead of the 2M + HMM at 19 per cent.

THE Alliance also published its “base-plan” of port rotations for
the 31 services, saying it “will keep the market informed about fur-
ther steps and the final, more precise service rotations”. Indeed, a
number of loops only specify country calls or regional hubs, suggest-

ing that negotiations with terminals have yet to be concluded. For
example, the five Asia-North Europe loops, dubbed FE1 – FE5, all
feature UK calls and for the Asia-Mediterranean strings, it simply
says East Med and South-east Asia hubs. This indicates that the
announcement by the Ocean Alliance last week obliged THE
Alliance to reveal its hand, or risk losing momentum in the battle of
the three alliances next year.

Another factor would have been the merger of the Japanese
lines  so soon after the demise of Hanjin, which needed to be fol-
lowed by a positive statement of intent from the revised grouping.
Moreover, Hapag-Lloyd will announce its third-quarter results soon
and the German carrier no doubt wanted to add some upbeat news
before what is likely to have been a poor three months of trading.
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Get automated or in 10 years the industry won’t need
you, forwarders warned
BY SAM WHELAN IN SHENZHEN

Another quarter in the red, but Maersk Line chief sees
smoother sailing on the horizon
BY MIKE WACKETT

Maersk Line remained in the red in the
third quarter, today reporting a net loss of
$116 million on the back of a 16 per cent
year-on-year decline in freight rates. How-
ever, Group Chief Executive Soren Skou
argued that ahead of the annual Asia-
Europe contract negotiations season, the
carrier was “in a better position than this
time last year”, due to higher spot rates and

shipper “flights to safety” following the
Hanjin crash.

The container line loss compares with
a profit of $264 million in the same period
last year, despite a volume growth of 11 per
cent to 5.4 million TEUs. It brings the car-
rier’s nine-month loss to $230 million and
has forced a negative full-year result predic-
tion.

Q3 revenues of $5.4 billion were 11
per cent lower than the same period last
year, dragged down by a 16 per cent plunge
in average freight rates to $905 per TEU –
although freight rates improved 5.5 per cent
on the previous quarter, the first quarter-on-
quarter increase since Q3 2014.

At the group’s interim results presenta-
tion, Mr. Skou attributed Maersk’s

Ocean freight forwarders are facing extinction within the next
decade unless they embrace booking automation,
delegates heard  today at TPM Asia in Shenzhen. “They should be
terrified,” said Matt Tillman, Chief Executive of Haven, an online
freight booking startup geared towards commodity shippers. He
added: “If you’re in the middle; if you’re not in the volume or niche
side of the business and all you do is arbitrage freight that you don’t
own, you’re done. In the next ten years there’s no purpose to having
you in the industry. You’re going to get swallowed by the big guys
because you won’t be able to compete in the marketplace. Technol-
ogy is only going to accelerate that.”

Zvi Schreiber, Chief Executive of Freightos, an online market-
place, agreed that the number of freight forwarders around the
world would likely diminish. “I think 10 years from now there will
be a lot of changes. I don’t think there will be 100,000 forwarders
in the world like there are today, and the ones that survive and pros-
per will be the ones who automate,” said Mr. Schreiber. Freightos
works with around 1,000 forwarders to manage their rates and auto-
mate their quotes. Twenty-three of the top 25 3PLs in the world are
customers, as are some of the biggest global shippers. Approximately
100,000 spot quotes are automated and processed every quarter. 

Asked whether forwarders and carriers were willing to publish
their rates online, Mr. Schreiber said there was a growing willingness
for users to be open with their pricing, especially on the spot market,
because strong players with good rates and good service want to pro-

mote themselves. Furthermore, he said even some of the biggest
shippers were using Freightos because there  was  a gradual trend
away from fixed contracts to the spot market, which currently
makes up around 30 per cent of global bookings. “The big guys are
slowly shifting away from contracts because their business is more
complex, and their ability to figure out their customers, suppliers
and products a year in advance is going away,” he added. 

Venture capital (VC) and “Silicon Valley” tech-entrepreneurs
claim to see vast inefficiency, but enormous opportunity in freight
forwarding.  And the industry disruption from VC funding is only
likely to increase, according to Haven’s Mr. Tillman, who said the
money pouring into logistics now was likely only just the begin-
ning.  “I think we’re just starting in terms of what we’ll see in
venture capital investment in logistics. I want to see some big exits
and some big raises. There’s a huge opportunity. Startups and tech
companies just work differently than most people.” He said large
3PLs were already shifting away from solely focusing on freight for-
warding by offering trade finance and other value-added services.
“The big guys are wise to think about value-added services because
they won’t make money on freight. They should stay paranoid and
stay terrified and then they’ll have a better business,” said Mr. Till-
man.

However, Thorsten Meincke, Senior Vice-President Global
Seafreight at Kuehne + Nagel, said he was unfazed by the prolifera-
tion of tech-startups entering the logistics industry. “I’m not terrified.
They’re creating expectations which are away from the market.
There are too many technically driven people creating ideas, and
venture capital is jumping into it too. “With these systems you
cannot change the routing of the container or change vessels. Say
there’s a shipment from Brazil to Australia – they find out they need
someone handling it in Brazil and someone handling it in Australia.
So it’s very simple, it’s freight forwarding. I’m not afraid at all,” said
Mr. Meincke. 

He said that Kuehne + Nagel was the first forwarder with a
global system where you can quote and book shipments online, but
only 2 per cent of their customers were booking online because
“they don’t want to fill out all the forms.” He added: “The digital
part the startups are doing, we have it inside already. The only thing
we can learn from them is that maybe they market themselves a bit
better, and here and there they have nicer platforms.”
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significantly above-par volume growth to a
combination of increased loading on back-
haul trades and new business gained
after  Hanjin Shipping entered receivership
on 31 August. “Maersk Line captured more
than its fair share of Hanjin business,” said
Mr. Skou, adding that the line was “proba-
bly seen as a safe place”. He added: “Hanjin
had around 3 per cent of the global market,
so this was like a whole year of global
growth coming onto the market overnight.”

He said he anticipated that the “Hanjin
effect” would have an impact on freight
rates - already in evidence on the  spot
market, which accounts for around 50 per
cent of Maersk Line’s business – and  was
likely to influence Asia-Europe contract dis-
cussions and those for the transpacific trade
next year.

“To my knowledge, we haven’t closed
any Asia-Europe contracts yet,” said Mr.
Skou, suggesting that Maersk Line had the
upper hand in those rate negotiations.

On the subject of capacity, Maersk
Line is scheduled to take delivery of
eleven  19,600 TEU second-generation
Triple-E vessels in 2017 and 2018. Mr. Skou
said the carrier had enough  flexibility
with  its orderbook and charter fleet to
adjust accordingly. And he was not unduly
concerned about the ability of rivals to char-
ter ships at rock-bottom daily hire rates.
“Many carriers are significantly loss-
making,” he said. “Even a free charter is not
cheap enough.”

Lars Jensen, Chief Executive and part-
ner at SeaIntelligence Consulting, described
the 11 per cent volume growth as a “show

Maersk refines fleet of second-generation Triple-E  box
ships to carry 20,000 TEUs
BY MIKE WACKETT

Maersk Line’s 11 second generation
Triple-E class vessels, due to be delivered
from April next year through to May 2018,
could become the first containerships to
break the 20,000 TEU barrier, according to
Alphaliner. From images taken of the Madrid
Maersk at the DSME yard in Okpo, South
Korea, the consultant believes the ultra-large
vessels could have a “notably higher capac-
ity” than the official 19,630 TEU capacity
rating. First images from the shipyard suggest
that Maersk Line has extensively modified
the design of the ships to further increase
container intake,” said Alphaliner. Alphaliner
said the main change from the original
design was moving the bridge two bays for-
ward and  the engine room and funnel

of force by Maersk Line”. He added: “Now
we have to look out for counter moves by
the new alliances in 2017/ Will they give
up this market share to Maersk perma-
nently, or will we enter a new phase of the
price war?”

Meanwhile, APM Terminals delivered
a profit of $131 million in the quarter, com-
pared with $175 million in the same period
last year, despite container throughput at its
terminals increasing to 9.5 million TEUs
from 8.9 million TEUs in the same period
last year. However, profitability at APM Ter-
minals remains under pressure in Latin
America, North Europe and Africa, due to
liner network changes and continuing weak
market conditions. As a part of Maersk’s
strategy review, Mr. Skou said, APM Termi-
nals would in future focus on “a better
result from existing business” rather than
“putting new flags in the ground”.

Forwarding arm Damco was hit by
lower rates and currency exchange fluctua-
tions, but nevertheless recorded a
third-quarter profit of $15 million, down
from $20 million last year. Outgoing Group
CFO Trond Westlie believes “the corner has
been turned” at the 3PL.

Overall, AP Møller Maersk delivered
profits of $438 million in the quarter, com-
pared with $778 million in the same period
of 2015, and expects a full-year result “sig-
nificantly below” last year’s $3.1 billion, at
“below $1 billion”. APMM  will hold its
postponed Capital Markets Day in Copen-
hagen on 13 December. Mr. Skou said more
details would then be available about the
restructuring of the group.

Reprinted courtesy of The Loadstar
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Third-quarter profit means Hapag-Lloyd is on course
for a happier 2017
BY MIKE WACKETT

Hapag-Lloyd outperformed its liner peers in the third quarter
of the year, producing a $9 million net profit. The German con-
tainer line said it anticipated further gains from its  merger with
UASC and the closer working relationship within  the new THE
Alliance.

However, liftings grew just 1.3 per cent, year-on-year, over the
first nine months of the year to 5.65 million TEUs, with its average
freight rate declining 17.7 per cent to $1,037 per TEU. Helping
offset the downward pressure on rates, due to chronic overcapacity
on the major trades, was a 41.5 per cent fall in fuel prices during
the period.

On the top line, for the nine-month period, revenue fell 16.1
per cent to $6.4 billion and EBITDA by 44.8 per cent to $425 mil-
lion, resulting in a net loss of $149 million, compared with  the
previous year’s $179 million surplus.

“The overall results so far this year remain unsatisfactory,”
said Chief Executive Rolf Habben Jansen. However, he added: “But
the net profit in the third-quarter indicates that we are on the right
track and that our efforts to further reduce costs and leverage
economies of scale are paying off.”

Mr. Habben Jansen said Hapag-Lloyd was “increasingly seeing
signs that things are getting better”, in regards to sustainable
freight rates, and described the Hanjin bankruptcy and the rush to
consolidate liner businesses as “a wake-up call” for “people that
thought sub economic rates would be around for a long time”. He
explained that substantial increases in freight rates from Asia to
Latin America had been a major driver in Hapag-Lloyd’s third-quar-
ter performance. He also said there had been a “short-term positive
effect” on Asia-Europe rates after Hanjin Shipping’s sudden demise,
and a more lasting positive impact on transpacific rates.

Echoing expectations recently expressed by rival Maersk Line,
Mr. Habben Jansen believed contract rates would “be higher next
year” for both Asia-Europe and the transpacific. He would not be
drawn on a percentage increase, but said  the line didn’t need “a
dramatic recovery of rates” to achieve satisfactory profits next year.

He hoped the merger with UASC would be completed by the
end of the year, following which integration of the two companies
would “move ahead very swiftly” to create anticipated annual syn-
ergies of $435 million from 2019.

section one bay aft. Thus, the container intake is increased under deck
as well as on deck, due to improved visibility from the bridge.

One  principal difference from Maersk’s 18,340 TEU Triple-E
predecessors is that the new ships sit deeper in the water, by 50 cm,
to 16.5 metres, raising the deadweight to 206,000 tonnes, from the
previous 194,500, and enabling an extra tier of containers to be
stowed on deck from 11 to 12. Furthermore, the engines are lighter,
improving deadweight limitations, having been downsized from eight
to seven cylinders. Otherwise, the second-generation Triple-Es will
have the same dimensions as their predecessors: a length of 399
metres and a beam of 58.6 metres, which accommodates 24 bays of
containers across the weather deck.

The new ships will be deployed within the 2M’s Asia-Europe net-
work and be at the front line of the battle for unit cost supremacy
against the rival vessel sharing groupings of Ocean Alliance and THE
Alliance. Cost leadership continues to be a key strategic priority for
Maersk Line and in its recent third-quarter results, the carrier recorded
a 13.8 per cent reduction in unit costs, on the same period of 2015,

although that this was largely driven by a 20 per cent drop in bunker
costs. However, a 16 per cent decline in Maersk Line’s average rate
per TEU tipped the carrier to a $116 million net loss for the period,
despite aggressive growth of 11 per cent in its liftings.

“Our priority has always been to have the lowest cost so we can
be comfortable with weak freight rates,” said Maersk Group Chief
Executive Soren Skou last week. Mr. Skou claimed load factors on the
carrier’s ships were “at record highs” which had been “driven by
Hanjin” and was confident that Maersk could hang on to most of its
gains. He said the carrier wanted to grow market share organically,
and as a result Maersk Line would add a “little more” capacity than
the market growth.

Meanwhile, Alphaliner noted that both MOL (THE Alliance) and
OOCL (Ocean Alliance) were scheduled to receive 20,000 TEU ships
in the first half of 2017 – part of a massive 1.7 million TEU of cellular
capacity that is stemmed for delivery next year.
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He said the “deal rationale” was, first and foremost, scale and
the combination of Hapag-Lloyd and UASC would assure the car-
rier a top-five ranking globally and provide access to a young and
fuel-efficient fleet with a large share of ultra-large container vessels.

Mr. Habben Jansen was also positive about the THE Alliance
next April, not least because of the forthcoming merger of the
Japanese lines’ container business.  The grouping  would work
“closer than the other alliances” and that the members were, sub-
ject to regulatory approval, hoping to find new operational
synergies “not yet been identified by the others”.

With a 44 per cent market share, Hapag-Lloyd is the lead line
in the VSA, ahead of the combined share of K Line, MOL and NYK
at 40 per cent and the 16 per cent share of Yang Ming.

Noting that Hapag-Lloyd had “improved much more than its
competitors”, and complimenting the carrier on its impressive
vessel utilisation levels, Lars Jensen, Chief Executive and partner
at SeaIntelligence Consulting, said the Q3 result proved that “size
is not all that matters in this industry”.
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Cost-conscious Panalpina stays buoyant despite
contracting markets
BY GAVIN VAN MARLE

Chinese imports growing faster than exports as
domestic consumer market grows
BY SAM WHELAN IN SHENZHEN

China’s container imports are growing faster than exports, as it
shifts to a consumption-led economy. According to Brian Jackson,
Senior Economist at IHS Markit Beijing, China will leap from repre-
senting one-third of total consumption in Asia to two-thirds over the
next twenty years. “Even though China’s slowing down, it’s com-
pletely impossible to ignore it, no matter what part of Asia’s
economy you’re looking at; consumption, trade, and even indus-
try,” he told delegates at TPM Asia in Shenzhen. He added:
“Industry is the biggest part of China’s slowdown at the
moment  but  it still accounts for two-thirds industrial output in
Asia.” He said industry was still growing faster than trade, despite
the slowdown, and that this industrial growth was focused on

Swiss forwarder Panalpina reported third-quarter results, which
saw revenue for the first nine months of the year down 12 per cent
year-on-year  and  unadjusted EBITDA tumbling 20.4 per cent to
SFr104.6 million (US$105.1 million). The company’s results were
hit by the SFr26.1 million cost of restructuring its oil and gas division
in the second quarter. Chief Executive Stefan Karlen said that after
stripping out this one-off, the company had managed an improved
performance. “Despite shrinking air and ocean freight markets and
high margin pressure in the first nine months of the year, we deliv-
ered an improved EBIT and consolidated profit (both adjusted for
one-offs). Continued high cost discipline, particularly in the third
quarter, made this achievement possible.”

Panalpina  reported gross profit of SFr1.09 billion, compared
with  SFr1.1 billion last year, down  1 per cent. Revenues
totalled SFr3.86 billion this year, compared with SFr4.41 billion for
the first nine months of 2015. EBIDTA for the third quarter was
SFr45.4 million, a marginal improvement on last year’s SFr44.9 mil-
lion.

However, its main markets were characterised by continuing
pricing volatility and flat demand. Mr. Karlen said: “Our air and
ocean products developed contrarily. In air freight, volumes
increased 9 per cent and decreased by the same amount in ocean
freight. This resulted in a practically unchanged overall gross profit
when compared with last year.”

Despite what has generally been a contracting market,
Panalpina is claiming  a successful year so far in 2016 – volumes
grew 5 per cent in the first quarter, 11 per cent in the second and
10 per cent in the third – and its nine-month gross profit for air
freight grew to SFr453.4 million from SFr439.7 million last year.

However,  the ocean freight market remained flat in terms of
volumes. Panalpina’s first-quarter volumes were down 10 per cent
year-on-year, followed by an 8 per cent decline in Q2 and another 9
per cent fall in the third. Sea freight gross profit was Sfr345 million
for the nine-month period, a 5 per cent decrease on the SFr362.2
million last year.

The group also saw gross profit at its logistics division decline
by 4 per cent to SFr293.3 million, mostly due to “lower overland
activities in oil and gas”, although it has cut its exposure to the
weaker market – it has reduced staff numbers in its energy and proj-
ect solution division by 25 per cent since January 2015.

Turning around the poor performance of its logistics division –
an accumulated SFr38.9 million loss from Q2 13 to Q4 14 – was a
priority and, since the beginning of last year, Panalpina has closed
some 70 sites globally, and transformed a further 35 to perform
value-added services. Mr. Karlen added that Panalpina would “con-
tinue to seek growth opportunities” as a way of mitigating what is
expected to be an unfavourable air and ocean market environment,
as well as volatile freight rates. “We are absolutely committed to
maintaining our cost discipline, while at the same time intensifying
our focus on top-line growth. “It is our firm intention to grow organ-
ically, but also by way of bolt-on acquisitions. In this process, we
don’t expect any tailwind from the markets in the foreseeable
future,” he said.
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domestic consumption in China.
“By comparison, we see industry in ASEAN growing slower

than trade. There’s very rapid import growth for processing domes-
tically and then exporting the processed manufactured goods,
especially to China. “It is the number-one reason why Vietnam is
growing so quickly, for example, and yes, the U.S. is a large source
of demand – but another very large source of demand is China.

“China is the first or second-largest source of exports for most
ASEAN countries. Chinese consumption is going to be a major
boom for these economies and drive faster-than-average export
growth.” The opposite is the case in China, according to Mr. Jack-
son, because consumption is causing imports to grow much faster
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More consolidation among container lines better for
shippers than juggling alliances
BY SAM WHELAN IN SHENZHEN

After the supply chain havoc caused by
Hanjin Shipping’s collapse, and with
an alliance reshuffle on the horizon, should
shippers be hoping for further carrier con-
solidation? Or will the new alliance
structure create more stability?

Next April, the four major container
shipping alliances – the 2M, Ocean Three,
CKYHE and G6 – will become three, in the

shape of the 2M (or 3M), Ocean Alliance
and THE Alliance. However, according to
McKinsey & Co Shanghai partner Steve
Saxon, more consolidation, rather than new
alliances, would provide greater benefit to
shippers.

“Shifting alliances have not had much
impact for shippers and, if anything, has
been negative as the alliances have compli-

than exports.
He said that despite the focus on

domestic consumption and services, in
recent years China had signed a number of
free trade agreements and was “very much
one of the strongest proponents of free
trade in the world at the moment”. He
added: “China is also going to be more and
more open to the idea of import consump-
tion because the government doesn’t like
the idea that it has tens of millions of
people going abroad and spending around
$150 billion on retail sales every year.”
Chinese retailers are being encouraged to
import goods and sell them locally, as the
government would prefer to create retail
jobs domestically rather than in Singapore
or Hong Kong.

Michel Looten, Maritime Director at
Seabury, said that while China’s trade had
slowed significantly, it remained the “back-
bone” of the container industry, and
stressed, like Mr. Jackson, that imports
were likely to continue rising. “It’s some-
thing we can’t stress enough – in container
shipping it’s all about China,” said Mr.
Looten.

“China is a heavy lifter in terms of
GDP, population and, especially, in ocean
trade; its relatively low share of container

imports indicates opportunities for further
growth.” He said one in every two  TEUs
transported globally had touched China in
2015. The country  accounted for 32 per
cent of global container exports last

year, and its imports of 12.9 million TEUs
represented 10 per cent of global container
volumes.
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cated their operations  and  commoditized
product which has  led to service decline,”
he said at TPM Asia in Shenzhen this
month. “Whereas consolidation has the
potential to benefit lines, the industry, and
shippers. Although there are some risks
too,” he added.

Outlining an argument based on what
shippers want versus what they currently
receive from carriers, Mr. Saxon said
common complaints included “problems
from  lower freight rates; a widening gap
between services expected and received;
more complicated operating environments;
service unpredictability; more complicated
inventory planning; communication gaps;
and cost cutbacks”.

But Mr. Saxon added: “However,
many argue that dissatisfaction from ship-
pers is somewhat churlish – because if you
look at how much they and their customers
have benefited from the industry competi-
tion and lower freight rates, it’s arguably a
staggering $23 billion between 2010 and
2015.” On the other hand, he said, shippers
wanted transparency, reliability, a decent
choice of  carrier, product and service and
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stable prices, instead of wild swings in rates.
Had previous alliances assisted with this outcome? “Well, not

with rates. Alliance partners happily remained fierce competitors
and were prevented from cooperating commercially. We’ve there-
fore seen wild rate swings with the oversupply in capacity.
“Arguably, the biggest negative of alliances has been commoditiza-
tion of services, which has led to competition based only on price.
“When you’re sharing capacity and launching common services, it’s
incredibly hard to differentiate that service; you can’t be faster or
more reliable, and you can’t have quicker inland transfers because
your boxes start turning up at all sorts of other terminals,” said Mr.
Saxon. He argued that, instead of the new alliances leading to more
stability, larger groupings would in fact create more operational com-
plexity.

However, he also claimed that carrier consolidation via M&A
activity and corporate exits led to better carrier performance, as
bigger carriers achieve higher margins through larger economies of
scale. Larger carriers can provide shippers with better price savings,
more choice in services, and a more stable industry with fewer wild
rate swings and more predictability. He added: “There are also syn-

ergies in container line mergers. Publicly announced synergies from
recent mergers have been anywhere between 2-6 per cent of the
cost base of the line’s density. “This is pretty substantial for an indus-
try with  zero or negative margins. So the cost savings achievable
through synergies has been, and continues to be, a large driver for
consolidation.”

Carriers targeted for acquisition should not feel defeated, Mr.
Saxon said.  “In many cases it’s a victory. If you look at the stock
market performance of the acquirers versus the acquirees over the
past 15 years, mergers have added 10 per cent to the acquired com-
pany’s stock but subtracted 4 per cent from the acquirer’s stock. “So
I would say to any carrier ‘you don’t have to be going for glory and
shaping this industry, you can be delivering higher value to your
shareholders by readying the company for a great sale’.”

However, Mr. Saxon cautioned that further consolidation
would need to be monitored in terms of carriers adopting monopo-
listic practices. “But we’re a long way away from that, and
competition authorities will be watching closely,” he said.

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

Comment

One Belt, One Road the future for trade 
between east and west
BY XAVIER LEROI

China’s accession to the Transports
Internationaux Routiers (TIR) convention in
July has been hailed as a game-changer for
international trading partners in Central
Asia and Europe. By signing the convention,
the Beijing government aims to facilitate
Chinese exports and support its ‘One Belt,
One Road’ initiative. Both these aims are
positive for transport companies serving this
vast region, but for the impact to be fully
realized, further progress is needed.

There is little disagreement that China
joining the TIR system will produce bene-
fits. Transit times for cargoes should be
faster and stakeholders across the region
will be playing by the same rules. It also cre-
ates a business opportunity to organize
additional distribution channels from new
hubs.

At Wallenius Wilhelmsen Logistics, we
see the decision as a step in the right direc-
tion in a continuing long-term project,
rather than a quick win. It raises issues of
infrastructure, logistics and risk manage-
ment which must be addressed for full
adoption to take place.

The new routes will primarily cater for
industries that are developing along the
New Silk Road. They are an opportunity to
develop business in Central Asia more than
just acting as new pipelines for China’s
exports. In order for it to be fully effective,
the New Silk Road will need better infra-
structure, with more wagons, trucks and
trailers before it becomes a truly reliable

and standalone opportunity for transport
companies.

China wants to develop the “land-
bridge” from non-water ports in Chengdu,
Urumqi and Beijing, which potentially
means a modal shift from ocean transport
towards rail and long-haul trucks. However,
given the lack of available rail wagons,
ocean transport for ro-ro cargo will remain
the only reliable solution in the mid- to
long-term.

From a breakbulk perspective, there
will continue to be issues around asset avail-
ability, as well as wider challenges around

control and oversight of consignments.
Shippers may be concerned about tracking
and visibility if wagons do not move reliably
or there is higher risk of cargo damage or
loss. In that sense, it seems reasonable to
assume that containerized transport vol-
umes will take the primary share of tonnage
for these new routes, both for their reliabil-
ity and the sheer volumes to be moved.

There are several existing agreements
around free movement of goods and people
along the New Silk Road, primarily between
Russia, Kazakhstan and China. These also
need to continue to evolve and progress,
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SIMARD TRANSPORT – CUSTOMER SERVICE ASSOCIATE

Are you interested in working for a vibrant company, in an
exciting, fast-moving environment? Simard Transport is seeking
bright, motivated, hardworking individuals to fill our full-time
customer service associate position!

Since 1943, Simard has been a leader in transportation,
warehousing and logistics in Canada. We have a full range of
equipment and facilities at the cutting-edge of technology, located
close to maritime terminals, airports and railways of major
Canadian cities – Montreal, Toronto and Vancouver.

Visit our website for more details www.simard.ca

The chosen candidate will benefit from:

Competitive compensation • Healthcare/Dental benefits • Pension
plan • Holiday and overtime pay • Weekly pay schedule •
Employee Assistance Program

Extras: 

Annual BBQ • Halloween contest • Holiday surprise treat week
(food trucks, chair massages, coffee bar, etc.) • Annual General
Employee Assembly • Full gym (24/7 access) • Free parking and
bus service, near the Dorval terminal • Easy access to highway
13, 20 and 40

Requirements:

Bilingual • Multitasking capabilities • Excellent organizational
skills • Passionate and professional tem player • Good computer
skills

If you are interested in the above position, please send your
resume to careers.qc@simard.ca

drawing from practical experience over the next few years.
As an umbrella initiative, One Belt, One Road clearly shows

Chinese ambitions to improve trading opportunities with its direct
neighbours and traditional allies, such as Mongolia, Russia, Kaza-
khstan and others, as well as further development and integration of
Central Asia, reaching as far as Europe and Africa. As such, it is not
just a multimodal logistics initiative, but a grand political and eco-
nomic development project. Many logistics and shipping
professionals consider it a long-term game-changer, but one that

comes with political risk attached.
However, if One Belt, One Road is to be the future of trade

between east and west, it should be embraced and encouraged, as it
represents a huge development opportunity among
formerly  “enclaved” economies to generate new transportation
demand.

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk). This is
a guest post by Xavier Leroi, Managing Director of Wallenius 

Wilhelmsen Logistics’ China operation. The views are his own.

Air Canada Cargo and Cargojet launch FRA flight 
as they announce strong results
BY ALEX LENNANE

Carrier partners Cargojet and Air Canada are to launch a
weekly freighter service to Frankfurt in November, connecting with
flights from Mexico, Bogota and Lima and Dallas. The two airlines,
which finalized an agreement for Air Canada Cargo to wet-lease
767-300Fs this year, also each reported third-quarter results.

Air Canada Cargo saw revenue grow by $11 million year on
year, to $130 million as increased volumes partially offset the impact
of lower yields. In line with the rest of the market however, it strug-
gled in the first half, revenue dropping $14 million, or 3.9 per cent,
to $357 million owing to industry overcapacity and “competitive
pricing activities”. The cargo division’s strongest market in Q3 was
the Pacific, which brought in $51 million, while over the nine

months, Atlantic routes provided the greatest revenue, $135 million.
The heavily competitive U.S. transborder market provided its lowest
revenue stream.

Cargojet has also had a strong year so far – but it wasn’t quite
reflected in the results. While revenues in the third quarter rose 7.2
per cent to $80.7 million (and was up 15.8 per cent in the first nine
months), finance costs following a fleet update were up 234 per cent
to $18.7 million in the third quarter, giving the carrier an overall loss
of $4.8 million. However, over the  nine-month period, it made a
profit of $3.4 million, a significant improvement on the $16.6 mil-
lion loss in the previous year.

Both carriers are known in the industry for being well-managed
and innovative – although with the forthcoming retirement of CEO
Lise-Marie Turpin, Air Canada Cargo’s future is less clear. “Air
Canada has done very well,” said one air cargo executive. “It’s a very
progressive company and Lise-Marie Turpin is one of the best in the
business. The airline is now looking hard for a suitable replacement
to probably join  in the new year.” Air Canada wet-leases Cargojet
767Fs when they are not being used by integrators, making it a
“win-win for the pair”, said the executive.

Cargojet won Canada Post’s Purolator courier contract in 2014.
It has since modernized its fleet, which now consists of eight 767-
300Fs, one 767-200F, five 757-200Fs, six 727-200Fs and two
converted Challenger 601s. “Getting the Purolator contract was
huge,” said the executive. “The share value went through the roof.
It is a well-run company with good people at the top.

“The core business is flying domestic Canada for the integra-
tors, but the biggest client is Canada Post through its Purolator
subsidiary.” During the nine-month period, Cargojet saw significant
sales to three customers, representing 64.3 per cent of total revenue,
up from 59.5 per cent.  The service agreements expire over various
periods to April 2025. The company said it was pleased with its
results, despite the loss, and expects further growth. “Management
expects to achieve organic growth within its existing customer base
and to obtain new customers for both its domestic and international
routes as the company continues its efforts to build on its competi-
tive market position.” It expects the fourth quarter to be strong.

Cargojet operates a domestic overnight service between 14
major Canadian cities, offers ACMI services in the U.S. and South
America, as well as its new route to Frankfurt and charter services.
The Frankfurt service will be something of a test. Last year, KF Aero-
space, previously Kelowna Flight, which lost the Purolator contract
to Cargojet, attempted a 727 freighter service between Toronto-
Greater Moncton and Brussels, but pulled out shortly after, citing
heavy competition.

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)
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Anger at IMO ‘betrayal’ as it delays enforcing CO2
emission cuts for seven years
BY GAVIN VAN MARLE

Environmental groups and European
politicians have rounded on the Interna-
tional Maritime Organization (IMO)
over  its apparent failure to address ship-
ping’s CO2 emissions. While the UN body
resolved to move ahead with more strin-
gent sulphur oxide (SOx) emission
regulations at the recent annual meeting of
its Marine Environmental Protection Com-
mittee (MEPC), as reported by The
Loadstar, it took a far softer line with CO2

emissions. It ruled only that vessels of
5,000 gt and above – about 85 per cent of
the world’s fleet – will have to collect con-
sumption data on type of fuel used.

A statement from the IMO said: “The
new mandatory data collection system is
intended to be the first in a three-step
approach, in which analysis of the data col-
lected would provide the basis for an
objective, transparent and inclusive policy
debate in the MEPC. “This would allow a
decision to be made on whether any fur-
ther measures are needed to enhance
energy efficiency and address greenhouse
gas emissions from international shipping.

If so, proposed policy options would then
be considered,” it added. Data collection
will run from 2017 to 2023.

The decision was slammed by envi-
ronmental lobbyists and European
politicians. According to lobby group

SOLAS container weighing rules create $4 billion
industry – and ‘blatant profiteering’
BY ALEXANDER WHITEMAN IN ROTTERDAM

This year’s implementation of the verified gross mass (VGM)
amendment to the SOLAS [Safety of Life at Sea] regulations has cre-
ated a potential $4 billion market. Graeme Parkins, Managing
Director of container weighing solutions provider Hy-Dynamix, told
The Loadstar at last week’s Intermodal 2016 event in Rotterdam,
that globally there were around 20 million containers in operation,
each being used roughly 10 times a year. “VGM weighing is predom-
inantly being conducted by the ports, with costs ranging from $10
to $200 – albeit with a $20 average,” said Mr. Parkins. “At $20 a
go, the value of this market suddenly reaches into the billions.”

Mr. Parkins added that while operating costs understandably
varied country-by-country, “blatant profiteering” by some ports was
a bitter pill for shippers to swallow, citing prices  in Nigeria, Russia
and the U.S. of $141, $120 and $200 respectively. “Perhaps more
concerning though, is the variation in weight tolerances,” he added.
“Some ports accept 5 per cent over the VGM while others accept
just a 2per cent difference – one speaker even said New Zealand’s
was as low as half a per cent.”

Part of this confusion stemmed from the three-month soft roll-
out of the legislation between July and October, and also partially
reflected the possible calibration differences in some weighing sys-
tems. “Most people I have spoken to about VGM feel it was released
in something of a mess,” he said. “It does, however, seem to be iron-

ing itself out is coming together as something more coherent – and
ultimately it is a good idea as the focus is on improving safety.”

At the conference, Mark Fahey, Chief Technical Officer at
Bison, argued that shippers should weigh containers at the point of
packing, long before they arrive  at ports of loading. “It is about
increasing safety across the transport modes, and not just aboard
ships,” said Mr. Fahey. “Sending a container with an unknown
weight by truck is a danger not just to the driver but also to other
vehicles.”

As a maritime regulation, the SOLAS amendment has not cov-
ered the carriage of overweight containers on roads – even though
it is illegal in many jurisdictions for hauliers to transport containers
whose weight they do not know – the VGM requirement only per-
tains to loading a container on a vessel. However, cargo safety
experts have noted that significant numbers of trucks can flip over
when turning because the driver is unaware of the actual weight, or
how the cargo is loaded within a container. As a result, Bison has
developed a c-Legs system for weighing containers already on a
truck chassis, while Hy-Dynamix said this week it was planning to
launch its T-Jacks system next year, which similarly allows containers
loaded on truck trailers to be weighed.

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)
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Iron ore exports keep St. Lawrence Seaway shipping 
on course

A surge of North American iron ore exports to Japan and China
is keeping the St. Lawrence Seaway bustling in the critical months
before the shipping season winds down, with over a million metric
tonnes of iron ore pellets for export anticipated to be shipped via the
inland waterway by the end of the shipping season. On a year-to-date
basis, 4.5 million metric tonnes of iron ore were shipped through the
Seaway, compared with just over 5.0 million tonnes during the same
time in 2015.

“North American mining companies are seizing on opportuni-
ties to export iron ore pellets to serve steel production demand in
Japan and China,” said Terence Bowles, President and CEO of The
St. Lawrence Seaway Management Corporation. “The Seaway is an
important international trade conduit that provides efficient, cost
effective transportation for industries like the mining sector.”

Iron ore pellet prices have been rising worldwide partly due to
an undersupply following a serious accident and subsequent closure
of the Samarco mine in Brazil last year, a joint venture of Vale and
BHP Billiton. The iron ore exports are being sourced from mines in
Minnesota and the Upper Peninsula of Michigan and picked up at
the ports of Duluth-Superior (Minnesota), Escanaba (Michigan),
Marquette (Michigan) and Conneaut (Ohio). Domestic carriers
Canada Steamship Lines and Algoma Central Corporation are carry-
ing the iron ore via the Seaway to the Port of Quebec, where it is
then transferred to larger ocean-going vessels for onward transport
to Asia.

The ore exports in combination with a steady flow of Canadian
Prairie grain helped lift year-to-date Seaway cargo shipments (from
March 21 to the end of October) to 25.8 million metric tonnes,
which is 5 per cent below levels during the same period last year, but
an improvement over earlier in the season.

“After a slow start to the season, our entire fleet is now booked
out until the end of the year,” said Wayne Smith, Senior Vice-presi-
dent of Commercial, Algoma Central Corporation. “We were able to
move quickly to put more vessels into service to respond to the
unexpected demand of iron ore exports. The shipping industry is
also well-positioned to deal with the large volumes of Prairie grain
expected to come through the waterway over the coming months.”

Shipments of Canadian and U.S. grain hit 7.6 million metric
tonnes (from March 21 to October 31), in line with the healthy vol-

Transport & Environment, shipping is set to account for 17 per cent
of global transport emissions by 2050, and it argued that “effi-
ciency improvements are being blocked by keeping efficiency and
emissions data secret”, with the IMO confirming that the collected
data will be kept confidential. “The IMO’s decision this week to
delay by at least a further seven years any agreement on reducing
greenhouse gas emissions from shipping constitutes an abject fail-
ure by national governments and the shipping industry. “The IMO
first established a work plan on GHGs in 2003, but at this meeting
it decided to create a fresh process for yet more talks – betraying
the Paris agreement’s call for urgent action to limit global warming
at 1.5/2°C,” a statement from the organization said.

And MEP Jytte Gutland argued that the EU should  press
ahead with its own ship emission regulations. “The shipping sector
must play its role in Europe’s transition to a low-carbon society. But
time is of the essence and, in the absence of IMO action, the EU
must include ships’ emissions in its 2030 climate target. “By set-
ting up a climate fund for shipping, Europe can help industry cut
CO2 in a cost-effective way.”

Liberal MEP José Inácio Faria, ex-rapporteur for the EU ship
CO2 data collection regulation, added: “The IMO’s data collection

system fails to meet transparency standards provided for in EU law
and applied to other transport modes. It also falls short of accu-
rately measuring the real energy performance of ships. “Calls to
dump transparency from the EU system need to be firmly rebutted.
The EU must provide citizens, ports and shippers with quality data
on individual ship energy performance if market forces are to play
a role in decarbonising the sector.”

However, the IMO road map was welcomed by shipowner
representatives, who argued that “CO2 reduction from shipping is
a global challenge which can only be solved meaningfully by global
agreement not at regional level”, and criticized calls for the EU to
develop its own regulations ahead of the IMO findings, due in
2023.

International Chamber of Shipping Secretary General Peter
Hinchliffe said: “Unfounded criticism of the consensus that govern-
ments have achieved, in very difficult political circumstances,
serves to polarise the IMO debate, making the support of develop-
ing nations for additional global measures even more complicated
to achieve.”

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

umes experienced in 2015. Canadian prairie farmers are harvesting
their second largest crop in history and the St. Lawrence Seaway is
the key export channel to reach European, Middle Eastern and
African markets.

Port of Thunder Bay reported a strong grain haul in October, a
third more than its 10-year October average. “This is the third con-
secutive year that the port has experienced stellar grain shipments,”
said Tim Heney, President and CEO of Thunder Bay Port Authority.
“Harvests are becoming consistently larger due to changing farming
practices and grain handlers are maximizing the investments they
have made in Thunder Bay terminals over recent years by exporting
more of that grain out through the Great Lakes-Seaway system.”  

Recently, another Canadian agri-business has established a pres-
ence at the port.   AGT Food and Ingredients is using a loop track
facility to export lentils on ocean-going vessels directly to interna-
tional markets.

Shipments of liquid bulk products, including petroleum, asphalt
and other products, totalled 3.0 million tonnes, up 22 percent from
2015 levels. Other commodities, however, did not fare as well, with
dry bulk, coal, iron ore and general cargo down by 10 to 18 per cent
on a year-to-date comparison basis.   
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. A new world-class tug combining ingenuity 
and efficiency

Groupe Ocean conducted a traditional blessing of its newest tug,
Ocean Taïga, the second ship of the TundRA series on October 26. The
traditional blessing ceremony was held in the presence of the Arch-
bishop of Quebec and Primate of Canada, Cardinal Gérald Cyprien
Lacroix, Gordon Bain and Jacques Tanguay, respectively President and
CEO of Ocean and Carmen Lacasse-Tanguay, the ship’s godmother and
mother of Jacques Tanguay.

This 36-metre tug is equipped with the latest technologies and
can operate in the most extreme conditions. The hull of the tug is rein-
forced and certified 1A Super FS for navigation in ice. Its engines
develop 8,160 BHP of power, propelled by two Z-drive omnidirectional
propellers and have a total bollard pull of more than 100 TM.

“We are very proud of the ingenuity and expertise developed by
our teams from the shipyard located on Isle-aux-Coudres and in
Québec. Today’s event helps celebrate this expertise, while emphasiz-
ing the quality jobs associated with it”, said Jacques Tanguay.

The new high-performance tug will perform docking and depar-
ture operations of ships and will be involved in escort, towing services
over short and long distances as well as for rescue operations and recov-
ery of shipwrecks.

“Ocean has built its reputation on its ability to exceed the expec-
tations of its customers and anticipate their needs. The sustained
growth we are enjoying, coupled with the quality of our products,
accelerates our global ambitions. Operating from the Quebec base that
defines us, we are optimistic that a tug such as Ocean Taïga can work
around the globe”, added Gordon Bain.

Construction of this tug was made possible thanks to the financial
support from Industry Canada through its Structured Finance Facility
program. The support, granted to Ocean Remorquage Québec Inc.,

Chamber of Marine Commerce appoints new President 
The Board of Directors of Chamber of

Marine Commerce (CMC) has announced
the appointment of Bruce R. Burrows as
President, effective December 1st, 2016.
Burrows joins the Chamber as the bi-
national industry association enters a new
chapter, having recently completed a
merger with the Canadian Shipowners
Association in September.

Burrows brings almost 35 years of
government relations, business develop-
ment and consensus-building expertise to
the position, with senior leadership roles in
the commercial transportation and industry
association sectors.

“Bruce’s considerable experience
advocating on behalf of the transportation
sector and his collaborative leadership style
will be a significant asset to our newly
merged association,” said Wayne Smith,
Chair of CMC.  “An efficient regulatory cli-
mate is central to continued investment by
industry in the Great Lakes-St. Lawrence
region and our coastal communities. Build-
ing strong relationships with North
American government, business and com-
munity stakeholders will be paramount to

BRUCE R. BURROWS

essential role in supporting the North
American economy. I am excited to work
with the Chamber team, members, part-
ners and governments to ensure the
marine industry captures new growth
opportunities while serving one of the
world’s most dynamic regions,” said Bruce
Burrows.

Burrows started his career at Cana-
dian Pacific, holding successively senior
roles in the areas of marketing, asset man-
agement and government relations across
Canada and in the U.K. He was Vice-Pres-
ident and acting President and CEO of the
Rail Association of Canada between 2000
and 2013, where among other achieve-
ments he improved cross-border
operations for rail with a new
Canada/U.S. border action plan. He is cur-
rently Senior Associate at Ottawa-based
TACTIX Government Relations and Public
Affairs.

Burrows is also a board member of
The Vimy Foundation. In 2012, he was
awarded the Queen’s Diamond Jubilee
Medal for his work to preserve and pro-
mote Canada’s First World War legacy.

which commissioned the ship, and equivalent to $24 million, repre-
sented 15 per cent of its construction costs. Further support was
received from the Ministry of Finance of Québec through the refund-
able tax credit for shipbuilders.

achieving that goal.”
“The marine industry provides safe,

sustainable transportation that plays an
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CP seeks changes to maximum work hours 
for locomotive engineers and conductors

Canadian Pacific has provided
notice to the Teamsters Canada Rail Con-
ference (TCRC) that it will be seeking
approval by Transport Canada for
changes that would reduce by a third the
maximum permissible hours that its
Canadian-based running trades employ-
ees can spend at the controls of a train.
CP applied the principles of fatigue sci-
ence during the formulation of the
proposed rules, which would see Cana-
dian-based employees move away from
the currently outdated rule that allows
locomotive engineers and conductors to
operate a train for up to 18 hours at their
discretion. The new rules would allow
unassigned train and engine employees to
operate for a maximum of 12 hours
before getting rest. 

“We are committed to the health of
our employees and our operations,” said
CP President and COO Keith Creel. “We
are requesting a one-third reduction in
the maximum operating time of unas-
signed train and engine employees. As
we are unable to get the TCRC leadership
to the table to have meaningful discus-

sions on this topic, we must find alternate
ways to improve the work/life balance of
our employees while enhancing safety
across our network.”

CP has commenced the required con-
sultation period in which TCRC-Train &
Engine (TCRC-T&E) leadership has until
January 7, 2017 to comment.  After they
have provided comment, CP will respond
and file the proposed rule change with
Transport Canada. Transport Canada will
then have another 60 days to review and

either approve, conditionally approve, or
reject the new rules. A decision is
expected by the spring of 2017.

“Reducing the amount of time a run-
ning-trades employee could operate a train
would be a first for a Canadian railway,”
Creel said. “If the TCRC really believes in
improving the working conditions of its
members and addressing so-called fatigue
issues, then I would expect them to endorse
enthusiastically what we have put on the
table. This is the right thing to do.”

10th anniversary of the 
Sorel-Tracy Mariners’ Club Inc. 
On behalf of all seafarers visiting the port of Sorel, Sorel-
Tracy Mariners’ Club wishes to thank all of those who
made financial contributions to the Club. 
The non-profit Club is funded by a $35, voluntary
contribution per vessel calling the port. Over the years,
the contributions paid for the phone and internet
connections, maintenance of the hardware and software,
installation of A/C, new flooring, maintenance of pool
tables and assisting seafarers in time of need. The Club
assisted the crew of MV Phoenix Sun, a vessel berthed in
Sorel with crew and officers in need. The Club also
provided items and food to cheer things up onboard
vessels during the holiday season. 
Ours is a modest club, on a modest budget but, it is a
place dedicated to seafarers. A private space with 2
computer stations, a phone and WIFI. There are also pool
tables, beverages and snacks. At times, live bands and
karaoke. 
With new management, a pleasant welcome, an
upgraded space and improved WIFI connection awaits
visitors. 
Our thanks also goes to the establishment that provides
the space and amenities for the Club.

Quebec Marine Day 2016
The 16th edition of Quebec Marine Day, the major annual get-

together for elected officials and representatives of Quebec’s marine
industry, was held at the Quebec National Assembly on October 25.
Some 40 marine industry actors met with parliamentarians to mutually
communicate the industry’sand the government’s priorities, notably the
Maritime Strategy.

This year’s theme, Speaking with one voice, highlights the St.
Lawrence River’s central role in Quebec’s economy while recalling the
importance of effective communication for developing any far-reaching
project. “At a time when the marine sector has been identified as an eco-
nomic development tool, more than ever, Quebec Marine Day is an
invitation for industry and government partners to work together”, said
Nicole Trépanier, President and CEO of St. Lawrence Economic Devel-
opment Council (SODES). 

The organizers of this annual event, SODES and St. Lawrence
Shipoperators, used this day to inform elected officials of the importance
of Quebec’s marine industry and the various initiatives aimed at raising
the industry’s visibility, and promoting its growth. “The meetings organ-
ized as part of Quebec Marine Day also provided an opportunity to
remind elected representatives of the measures the government should
consider putting in place to generate the benefits anticipated through
the government’s Maritime Strategy”, stated Martin Fournier, Executive
Director of St. Lawrence Shipoperators. 

The day closed with a cocktail party at the National Assembly’s Le
Parlementaire restaurant, attended by some 130 marine sector represen-
tatives and parliamentarians. The Minister  for Maritime Affairs, Jean
D’Amour, was on hand and addressed those present. 
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Canada Jetlines and Jet Metal Corporation applaud
Minister Garneau for approving exemption request

Jet Metal Corp. and Canada Jetlines Ltd. are pleased to
announce that Jim Scott, CEO of Jetlines and Mark Morabito, Pres-
ident & CEO of Jet Metal Corp. applauded the announcement by
federal Transport Minister Marc Garneau that he has approved Jet-
lines’ request for exemption from current foreign ownership rules,
which will allow the airline to access necessary capital in order to
begin operations.

“Today’s announcement will pave the way for Canadian air
travellers to soon have access to jet air service in both un-served and
underserved markets throughout the country and all Canadians will
benefit from the lower airfares provided by a ULCC,” stated Jim
Scott. “This is a great news announcement that will also create thou-
sands of jobs and help stimulate local economies in communities all
across Canada. Once in operations Jetlines also intends to purchase
new aircraft.” 

On May 16 of this year, Jetlines and its strategic partner, Jet
Metal, had applied directly to the Minister of Transport under sub-
section 62(1) of the Canada Transportation Act seeking to obtain a
license for Jetlines at a foreign ownership threshold of up to 49 per
cent.  The current rules set a foreign ownership level to a maximum
of 25 per cent.  Under law, the Minister may grant an exemption, if
the government believes it is in the “public interest” to do so.

“The Minister’s announcement is further confirmation that
there is a lack of access to risk capital in Canada, and that foreign
investment is critical to meeting consumer demand in the airline
sector through increased competition,” said Mark Morabito.  “With
the Minister’s announcement today, we now have the opportunity
to offer new options for the more than ten million Canadians who

Destination Sept-Îles Nakauinanu host to four cruise
ships during 2016 season

This season’s highlight  was  the city’s  first double-ship day –
having received Crystal Serenity and Silver Whisper simultaneously
this past September 26, marking a milestone in Destination Sept-
Îles Nakauinanu’s history. For the first time, the port was tasked with
the challenge of operating two sites at once and providing for some
2,500 passengers and crew members  who  were able to
see all that Sept-Îles has to offer. 

The logistical challenge was met successfully, drawing positive
feedback  from  both  tour operators and members of the industry,
paving the way for new business opportunities in the future.

In total, four cruiseships carrying a total of 4,319 passengers
and crew members were welcomed  throughout the season. First
to  moor was the now familiar Marco Polo, whose  2015  festive
overnight stay  still  fills  the  city’s residents’ imagination to this
day. Silver Whisper returned to Sept-Îles following a previous stop
during September’s double-ship day and thereby rounded  off  the
season. 

2017  looks just as promising for Destination Sept-Îles
Nakauinanu, which in addition to welcoming passengers and crew
members during the year, will also celebrate its 10th year of opera-
tion. Both  Oceania Insignia and Seven Seas Navigator will
call Sept-Îles for the first time, whereas Marco Polo and Saga Sap-
phire will pay return  visits.  The  2017  season  also  represents an
important year for the organization as it is preparing to receive none

are not choosing to fly in Canada, and to repatriate the five million
annual flights Canadians have been accessing via U.S. airports, and
bring that business back to Canada.” 

While approving the exemption for Jetlines, the Minister has
indicated he is pursuing a permanent policy change through the leg-
islative process, in order to provide greater opportunities for
investment and more options for Canadian air travellers.

Jetlines and Jet Metal will now be working to satisfy the final
conditions associated with the closing of the business combination
transaction between the parties (the “Transaction”). Additional infor-
mation regarding the process for the closing of the Transaction will
be provided in a subsequent news release from the parties.

other than the prestigious Queen Mary II the following year. By call-
ing Sept-Îles during its 2018  itinerary  on the St. Lawrence,
Cunard  pledges its trust in  the destination  and confirms  the
city’s place among the river’s cruise destinations.
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Konecranes do the heavy lifting for Valport
Valport Maritime Services of Valleyfield, Quebec, recently pur-

chased two new Konecranes Lift Trucks from Strongco. The
Canadian stevedore opted for a SMV16-200C forklift and a SMV
4531 TB5 reach stacker. The machines arrived at the port mid-2015,
and early 2016 respectively. 

Valport provides stevedoring services to the Port of Valleyfield.
Known as Canada’s largest small port, Valleyfield is a multimodal
port 70 kilometres outside of Montreal, with access to both the
Atlantic and the Great Lakes. 

The two new machines are destined to work with a variety of
cargo; the port is known for its flexibility across a wide range of
cargo and tends to handle everything from yachts to dry bulk and
steel to containers. Another critical function the SMV16 and SMV
4531 will support is Valport’s role in the annual sealift – a critical re-
supply of arctic communities in Northern Quebec and Nunavut.
“We are very pleased with our two recent purchases from
Konecranes. Our SMV 4531 TB5 reach stacker has added more
speed, productivity and safety to our port operations,” says Mark
Beale, Valport Equipment Manager. The new machines have been
attracting a lot positive comment from shippers and operators, Mark
continues, “The operators are impressed with its advanced technol-
ogy and the tight handling the machine can manage.”

As Marks continues, “Then there is our ‘bullet-proof’ SMV16-
1200C forklift, which has attracted nothing but positive feedback
from vessels during offloading and loading of steel product and gen-
eral cargo. Our operators believe this machine can literally work
wonders.”

“Our new partnership with Valport is very exciting, we are
thrilled to see that the machines are already making a real impact at

Valleyfield, and we remain 100  per cent available to Mark and his
team for support and backup“, says John Elisson, Konecranes Lift
Trucks Regional Manager, Americas, together with Glenn Hughes,
Konecranes Product Manager at Strongco Canada, which has been
a Konecranes distributor since 2013.

Konecranes, based in Finland, provides productivity-enhancing
lifting solutions as well as services for lifting equipment and machine
tools of all makes serving a broad range of customers, including man-
ufacturing and process industries, shipyards, ports and terminals. In
2015, Group sales totalled 2.1 billion euros. The Group has 11,900
employees at 600 locations in 48 countries. 

Shipping Etiquette
BY GUY M. TOMBS

I am the first grandson of a man who as a boy badly broke his
nose in a fist-fight on Montreal’s Richmond Square in 1892. It wasn’t
fixed properly. Guy Tombs began at Canadian Pacific Railway that
year at 14. In his 40’s he founded our firm. He always favoured his
pugilist’s nose, wiping its flattened ridge reflexively with his forefin-
ger, until the end of his life in his late nineties. So who am I to speak
of etiquette – descended from a street-fighter, and named after him! 

The shipping industry is full of people who were or are street-
fighters and have learned to be extremely polite.

What seems to regulate much in the complex worldwide web
of relationships in shipping can be thought of as the etiquette at a
‘Smörgåsbord’, of proper behaviour at a Swedish celebratory ban-
quet. All parties in a successful shipment benefit, but in different
ways – the shipper or charterer, the broker or freight forwarder, the
stevedores, the port terminals, the carriers, the receiver or consignee
– and many more. Maritime law and maritime insurance law are the
intricate working out of the implications of this behaviour and of
facts, in a written and codified form – but I would submit that the
law generally flows from the expected etiquette rather than the
reverse. Shipping etiquette is generally not learned from the law.

Back in the mists of time we were approached by a Middle
Eastern national who wanted us to charter for him a succession of
vessels to carry frozen chicken from Tampa to Jeddah. He was suave
and polite and came to our office frequently over many weeks with
his Egyptian advisor in tow – but he was forever vague on details
and was not coming close to a fixture, seemingly drawn more to our
company travel agency’s ready ability to issue air tickets on short
notice for his regular travels with his girlfriend. We soon learnt that
Interpol was seeking this impostor and the law caught up with him
before we had any real exposure. A scoundrel fakes the etiquette.

The daily motion of the tides, and the roll of the waves in vast
seas, rivers, canals and lakes — these surround us and play the eter-
nal, hypnotic rhythm of our industry. There is timelessness in its
soul, in the brave life of the seaman, in the brave life of a ship’s
master.  

I have been to countless shipping functions where powerful
industry figures were congenial, generous with their time, and well
informed. Who could tell how ingenious they had to be to maintain
control of their enterprises, with those multiple, interlocking corpo-
rate names – who could tell the huge risks they were undertaking or
how they retained long-term business with such demanding cus-
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tomers — or what secrets they jealously guarded, who could tell —
from their generally modest demeanour in this public forum? That is
this industry.

The language used by ship agents in my experience, most often
in English, to inform interested parties of the imminent arrival of a
vessel, of its loading, discharge and departure, and summarized in
the Statement of Facts, is generally the quintessence of this eti-
quette. One responsible ship agent can communicate important
vessel and cargo information to several involved parties with diver-
gent financial interests satisfactorily and generally without rancour,
day-in, day-out.

Principals and their Agents – there is an important existential
distinction between these terms and their roles in shipping. Am I
acting as a Principal in this transaction or am I an Agent in this trans-
action? What are my obligations? What is my duty? What is my
liability? All are important questions – which impact the etiquette
expected of me. But also, am I perceived by my counterparts in the
transaction as an Agent or a Principal? And as a consequence of what
I am, or how I am seen, what facts do the other parties need to know
and when? What actions must I take? 

Or – am I now dealing with an overseas agent, without princi-
ples – who is not providing me valid information? An industry pun
– ‘an agent without principles’ – this play on words has certainly
come up in conversation over the years, in our trying to understand

and describe what was going on in an office remote from these
shores.

Wandering the web and exploring our libraries, we come across
a plethora of Codes of conduct, Standard trading conditions, Car-
rier’s bill of lading terms and conditions, Stevedoring standard terms,
Purchase Orders – all clambering to be the paramount guides to
what governs the ocean shipment and what governs behaviour.
These documents are of course all outgrowths from the experience
of shipping, the foul-ups, the accidents, the misunderstandings.
Implicit etiquette, consistent civility, in contrast, always takes us
back to first principles, returns us to a kind of innocence, not sullied
by the tough times that can hit this sometimes merciless industry.

Business of course generally comes down to price and availabil-
ity – and profit is essential – but the quality of the human
interactions and relationships are at the heart of our working lives.

Competition can be thought of as stylized fighting – and con-
summate acting. But the genuineness of the encounter, the sincerity
of the conversation or communication, and the expertise demon-
strated all are fundamentally important – and are what makes
business friendships powerful and worth keeping.

The beauty of etiquette – in contrast to the law – is that it is
unwritten.

Guy M. Tombs is the President of Guy Tombs Limited, interna-
tional freight forwarders and shipbrokers, established in 1921

Termont and MSC inaugurate 350,000 TEUs of new
container capacity at the Viau terminal in the port of
Montreal

Termont Montréal Inc.  (“Termont”),
and Mediterranean Shipping Company S.A.
(“MSC”), joined Marc Garneau, Canada’s
Minister of Transport; Minister Laurent
Lessard, Québec’s Minister of Transport,
Minister Jean D’Amour, Québec Minister
for Maritime Affairs; and Montréal Port
Authority to inaugurate the Viau container
terminal at the port in the presence of
approximately 75 guests and dignitaries.

The redeveloped site at Viau terminal
currently provides container capacity for an
additional 350,000  TEUs. The facility fea-
tures two new state-of-the-art post-Panamax
cranes, five rubber-tire gantry cranes, elec-
trically-powered reefer stations, a modern
automated truck-marshalling gate, an effi-
cient intermodal service using on-terminal
rail operations, and a high-density container
yard.

“Viau terminal is an excellent example
of how the public and private sectors can
work together to develop world-class facili-
ties for the benefit of businesses and
communities alike,” said Madeleine
Paquin, President of Termont and President
and CEO of Logistec Corporation. “Ter-
mont has invested approximately $44
million on equipment and container han-
dling services to support strategic growth
for customers of both the Port and MSC.

Our combined investments have created
the most modern and efficient container ter-
minal along the St. Lawrence River, serving
the northeastern part of the continent.”

The port of Montréal is a strategic con-
nection for container shipping in North
America and benefits from MSC’s four
weekly services using the Montréal gate-
way: one North Atlantic service, two

services to the Mediterranean, and one
service to the Caribbean and South Amer-
ica.

Viau terminal has the largest and most
ecological cranes at the port and on-dock
access to the region’s intermodal networks.
The facility can also stack containers up to
six units high and is expected to have the
highest container density in the port.
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“We live in a global economy and the majority of what we buy
at any retail point, along with manufacturing within Canada, is
traded with countries worldwide,” said Sokat Shaikh, President and
CEO of MSC Canada. “The 350,000 TEUs of new capacity currently
available at the port of Montréal is great news for Canada because it
means that more retail goods can be imported and more natural
resources can be exported to countries around the world. MSC’s
commitment to simplify Canadian trade and support our customers
as they continue to expand internationally is at the core of our deci-
sion to operate at the new Viau terminal.”

In addition to Termont’s contributions, Montréal Port Authority
and Infrastructure Canada, via the New Building Canada Fund, are
investing approximately $83  million in developing the terminal’s
berth and permanent infrastructure.

“We are proud to inaugurate our fourth international container
terminal and share this occasion with our partners at Termont and
MSC. The last time we inaugurated a container terminal was at
Maisonneuve, nearly 30 years ago. Port of Montréal continues to
reinvent itself and adapt to the needs of the market and its partners
to maintain its role as a driver of economic growth and a leader in
sustainable development,” said Sylvie Vachon, President and CEO of
Montréal Port Authority.

Construction of the Viau terminal will be completed in two
phases. In the coming years, Montréal Port Authority and Termont
expect to add a second berth and develop a supplementary container
reception area. This will add another 250,000 TEUs of capacity and
complete the second phase of the construction project with a total
terminal capacity of 600,000 TEUs.

Manitoulin Transport to provide direct service to all
towns in Southeastern Ontario

Manitoulin Transport announced that it is now providing
direct service to all towns and cities in southeastern Ontario via
three new terminals in Cornwall, Peterborough and Kingston.
Direct service in the region will enhance Manitoulin's ability to pro-
vide faster transit times and increase shipment visibility for its
customers.

"When our customers entrust Manitoulin with their goods and
packages, they deserve excellent service every step of the way," said
Jeff L. King, President, Manitoulin Transport. "By providing direct
service throughout southeastern Ontario, we can  better ensure that

customers in the region consistently receive the kind of high-quality
experience they associate with Manitoulin Transport which they
have come to expect and count on. Having a reliable transportation
provider can be a critical success factor for many businesses," said
King.  "As we continually expand our network and coverage, our
aim is to be a true business partner to our customers -- one that nur-
tures their success, not simply by providing exemplary
transportation solutions and customer service -- but by constantly
working to identify new and better ways to serve them and help
them grow."

Algoma Central Corporation reports Q3 results
Algoma Central Corporation reported 2016 third quarter rev-

enues of $115,333 compared to $125,077 for the same period in
2015. The decrease in revenue occurred mainly in Domestic Dry-
Bulk and was due to reduced customer demand in major
commodities and the impact of lower fuel costs that are passed on
directly to customers as part of the freight rate. Revenues in the
Product Tanker segment decreased due primarily to reduced cus-
tomer demand and lower fuel prices. Partially offsetting these
decreases was an improvement in Ocean Shipping segment rev-
enue due to more revenue days resulting from the addition of two
vessels to the fleet in early January.

Revenues for the nine months ended September 30, 2016 of
$252,012 were $42,310 lower than revenues for the same period
in the prior year. Domestic Dry-Bulk revenues decreased by
$49,800, Product Tanker revenues experienced a decrease of
$15,514 and the Ocean Shipping segment increased $23,004.

Segment operating earnings after income taxes for the 2016
third quarter of $24,270 includes a gain on shipbuilding contracts
in the amount of $6,126. Improvements in earnings were realized
in all business segments.

Segment operating earnings after income taxes for both the
2016 and 2015 nine-month periods of $27,827 and $16,589
respectively, include gains on shipbuilding contracts in the
amount of $22,322 and $10,067, respectively. Improvements in
earnings in the Ocean Shipping and Global Short Sea Shipping seg-
ments were more than offset with decreases in the Domestic
Dry-Bulk and Product Tanker segments, particularly in the first
half of 2016.

Net earnings from continuing operations for the 2016 third
quarter were $23,568, compared to $13,493 for the same period
last year. Net earnings from continuing operations for the 2016
nine-months were $27,590 compared to earnings of $12,096 for
2015.

Net earnings from discontinued operations for the 2016 third
quarter were $14,934 compared to $1,350 for the same period
last year. During the third quarter, the Company completed the
sale of four properties resulting in a net gain of $13,070. 
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December 2
THE GRUNT CLUB 
82nd Annual Grunt Club Dinner
Montreal Bonaventure Hotel, Montreal, Quebec
Contact: (514) 756-5168, Theodore H. Blaize  
ted@conterm.ca
www.gruntclub.org/event/82nd-annual-grunt-club-dinner/

December 2
CIFFA 
2016 Western Region Christmas Lunch
Quilchena Golf & Country Club, Richmond, BC
Contact: (416)234-5100 ext: 232, Nick Lutz 
marketing@ciffa.com
www.ciffa.com

December 6
CITT TORONTO AREA COUNCIL  
Holiday Get-Together 
Gabriel’s , Toronto, Ontario
Contact: 905-790-1001 ext 2208, Duane Chiasson  
dchiasson@elsgroup.net
www.eventbrite.ca/e/holiday-get-together-tickets-
28577977500

December 8
VANCOUVER TRANSPORTATION CLUB
Christmas Dinner
Greenacres Golf Club, Vancouver, B.C.
Contact: 604-841-4447, Frank Siemens
fsiemens666@gmail.com
www.vancouvertransportationclub.com

January 21, 2017
VANCOUVER TRANSPORTATION CLUB
Bonspiel
Richmond Curling Club, Vancouver, B.C.
Contact: 604-841-4447, Frank Siemens

fsiemens666@gmail.com
www.vancouvertransportationclub.com

January 25-26
MARINERS’ WORKSHOP 2017
Coast Coal Harbour Hotel, Vancouver, BC
Contact: 514-849-2325 (x221); Farah Ahmad
fahmad@shipfed.ca
www.shipfed.ca/news/57d6b5f527f2d

January 25-26
4TH SHIP RECYCLING CONGRESS
London, UK
Contact: +44 (0)20 3141 0607, Mado Lampropoulou 
mlampropoulou@acieu.net
www.wplgroup.com/aci/event/ship-recycling-congress/

February 26 - March 1
17TH TPM ANNUAL CONFERENCE
Long Beach, California
Contact: 516-589-0229, Mina Patel
E: mina.patel@ihsmarkit.com
events.joc.com/tpm-2017

March 8-9
10TH ARCTIC SHIPPING SUMMIT 
Montreal, Canada
Contact: +44 (0) 203 141 0606, Mohammad Ahsan 
mahsan@acieu.co.uk
www.wplgroup.com/aci/event/arctic-shipping-summit/

May 30- June 1
GREENTECH 2017
Hyatt Pier Sixty Six Hotel, Fort Lauderdale, Florida
Contact: 418-649-6004 # 302, Manon Lanthier 
Manon.Lanthier@allianceverte.org
www.green-marine.org/greentech/agenda/
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